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ALL  OVER  THE  WORLD 
PEOPLE  HAVE  ONE  THING  IN  COMMON. 
THEY  START  THE  EVENING  WITH  RED. 
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What's  the  trick 
to  success  in  selling? 


here  is  no  trick  to  successful 
elling.  Selling  isn't  a  game  of 
hance  nor  a  contest  of  wits. 

s  a  profession  —  a  tough 
ne  —  where  it's  smarter  in 

3  long  run  to  make  a  new 
•jstomer  than  just  to  make 

sale.  Top  producers  know 
tat  you  get  the  best  results 
>y  using  proven  selling 
schniques. 

To  make  the  most  of  the 
me  and  energy  you  invest  in 
elling,  the  Dale  Carnegie 
ales  Course  zeros  in  on  two 
'asic  aspects  of  motivational 
elling:  The  salesperson's 
elf-motivation,  the 
presence  or  lack  of  which  can 


mean  success  or  failure.  It 
requires  perseverance,  self- 
control  and  courage  to  keep 
trying.  And  the  art  of  customer 
motivation,  which  brings 
greater  understanding  of  the 
prospect's  needs  and  more 
sales  at  a  lower  cost  in  time 
and  effort. 

You  get  fast  results  by  get- 
ting right  down  to  business. 
From  the  first  session,  the 
Course  gives  you  practical, 
motivational  ideas  you  can 
use  immediately  to  improve 
your  selling  performance  and 
increase  your  sales.  In  a 
stimulating,  "shirt-sleeves" 
atmosphere,  you  develop 


creative  new  skills  to  perfect 
the  selling  process. 

If  you  want  realistic  selling 
tools  that  are  effective,  prac- 
tical, motivational  and  in 
keeping  with  the  highest  pro- 
fessional standards  necessary 
to  success  in  today's  compet- 
itive market,  you'll  get  them 
in  the  Dale  Carnegie  Sales 
Course. 

For  a  free  copy  of  our 
quick-reading  booklet 
that  outlines  the  contents, 
objectives  and  benefits  of 
the  Course,  call  toll-free 
(800)  231-5800.  In  Texas, 
(800)  392-2424.  Or  write 
directly  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE 543 F-  7047  REGENCY  SQUARE  BLVD.  •  HOUSTON,  TEXAS  77036 


Communication  Concepts  from  the  Bell  System: 

How  to  make  yoi 
without  physical] 


esence  felt 
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Today,  thousands  of  executives  are 
faced  with  the  constant  demand  for 
their  presence  in  two  places  at  once.  The 
executives,  scientists,  and  engineers  of  the 
Bell  Network  have  developed  communica- 
tion concepts  that  make  it  possible  to  do 
just  that. 

Consider  this  scenario:  You  and  your  peo- 
ple want  to  communicate  with  a  group  across 
town  or  across  the  country.  Each  group  goes 
to  their  own  teleconference  room  in  their 
respective  offices.  There,  your  system  allows 
you  to  speak  as  if  the  other  group  were  across 
the  table.  The  quality  of  the  communication 
can  be  as  good  as  that  of  a  face-to-face  meet- 
ing. And  a  dramatic  demonstration  of  what 
you  can  do  using  the  most  powerful  commu- 
nication  network  in  the  world,  the  Bell 

#*1^V  ^WXd^^d^  Network. 

I  I  wT^  I  The  concept  is  called  meeting  over  dis- 

^-M.A.^b^-M-  tance,  or  Teleconferencing.  And  it  essentially 

 ^ —   lets  you— the  executive— act  as  if  all  your 

offices  were  in  the  same  building. 
You  move  the  meeting  forward,  chalking  up  ideas,  numbers  and  charts  on  your  electronic 
blackboard  system  that  is  tied  into  the  Network. 

Instantly,  these  ideas  appear  on  their  monitor  in  the  other  city.  The  meeting  feels  as 
creative  and  compelling  as  one  face-to-face,  but  without  wasting  your  time  traveling. 

Now,  say  a  meeting  truly  requires  face-to-face  contact:  From  a  video  teleconferencing 
room  the  power  of  the  Bell  Network  gives  you  the  ability  to  communicate  with  colleagues 
thousands  of  miles  away,  face-to-face  and  back-to-back.  Your  extra  cameras  transmit  images 
of  visual  aids  instantly.  And  your  copier  lets  you  send  hard  documents  over  the  Network. 

The  power  of  the  Bell  Network  also  allows  you  to  train  people  on  an  ongoing  basis 
without  sacrificing  the  quality  of  learning.  This  concept  of  training  over  distance,  or  Tele- 
training,  permits  any  number  of  employees  to  digest  smaller  quantities  of  information  over 
longer  periods  of  time,  while  saving  significant  amounts  of  travel  time  and  cost. 

To  find  out  how  Bell  can  help  you  tailor  a  Teleconferencing  system,  large  or  small,  to  put 
the  Network  to  work  for  you,  call  1 800  821"2121. 

Communication  Concepts  from  the  Bell  System 
Expanding  your  ability  to  communicate. 
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Side  Lines 


The  media  and  the  economy 

Jerry  Flint,  author  of  our  cover  story  on  Dubuque's  tough  but  succea 
ful  battle  for  economic  survival  (Mar  28),  was  pleased  to  get  a  no) 
from  Stephen  Kent,  executive  editor  of  Dubuque's  local  newspape 
the  Telegraph  Herald  We  quote:  "I  couldn't  agree  more  thorough 
with  the  thoughts  expressed  in  your  intro  identifying  the  problems 
journalism's  coverage  of  the  economy." 

Thanks,  Editor  Kent.  What  we  said — and  what  Kent  was  agreeii 
with — is  that  the  print  and  TV  media  arc  doing  a  lousy  job  covering  tl 
economy.  They  revel  in  hard  luck  stories  and  scares.  They  mostly  igno 
the  energy  and  creativity  of  a  system  that  has  come  through  a  terrib 
rough  recession,  while  maintaining  total  em- 
ployment at  close  to  record  levels  and  spawning 
whole  new  industries. 

Concentrating  on  bad  news  may  jerk  tears  and 
sell  papers  but  it  misleads.  When  you  are  a 
business  publication  whose  readers  base  deci- 
sions on  your  information,  you  won't  keep  your 
readers  if  you  consistently  mislead  them.  No 
question  about  it:  Our  economy  is  going  through 
tremendous  changes,  many  of  them  painful.  But 
we  don't  see  it  as  the  decline  of  America.  In  our 
issue  of  Nov.  22,  1982  we  saw  it  as  "The  molting 
of  America."  Last  issue  we  visited  Dubuque  and 
found  it,  not  an  industrial  wasteland,  but  a  lively 
if  somewhat  chastened  place.  In  this  issue  Execu- 
tive Editor  Jim  Cook  deals  with  the  canard  that 
our  emergence  into  a  service  economy  is  a  bad 
thing.  It  is  no  more  a  bad  thing,  he  says,  than  our 
earlier  transformation  from  a  farm  economy  to  an 
industrial  economy.  Cook's  latest  report,  "You 
mean  we've  been  speakingprose  all  these  years? " 
starts  on  page  142. 

You  will  also  want  to  read  Howard  Banks' 
article  on  Weirton,  W.  Va.  in  this  issue.  You  have 
seen  and  heard  about  the  terrible  cutbacks  in  the 
Weirton  steel  plant  and  about  the  employees' 
efforts  to  buy  it.  But  did  you  know  that  some  of 
the  plant's  workers  were  earning  $65,000  a  year? 
Or  that  there's  scarcely  an  old  car  to  be  seen  on 
the  streets  of  Weirton?  See  page  39. 

What  are  we  saying  in  these  different  but 
related  articles?  Just  this:  that  the  latest  reces- 
sion has  been  more  in  the  nature  of  a  massive 
readjustment  in  our  society  than  it  has  resem- 
bled the  Great  Depression.  The  recent  downturn 
has  not  blighted  an  unprecedented  crop  of  new 
enterprises  and  new  technologies;  jobs  are  being  created  nearly  as  fa 
as  old  ones  are  being  wiped  out.  It  is  no  mere  anomaly  that  in  spite  < 
the  big  jump  in  unemployment,  the  American  public's  overall  buyir 
power  has  actually  risen  in  1981-1982.  We  at  Forbes  are  trying  to  pi 
all  these  things  together.  We  are  saying  that  you  cannot  understand  l 
isolation  either  the  service-technology  boom  or  the  decline  in  heav 
industry.  In  short,  the  American  bottom  line  is  a  lot  healthier  than  th 
media  present  it.  The  country  is  not  going  to  hell.  Socialism,  nc 
capitalism,  is  the  discredited  ideology.  This  realistic  optimism  is  th 
underlying  theme  in  all  these  stories.  The  United  States  of  Americ. 
age  206,  for  all  its  faults  and  its  ailments,  is  still  bursting  with  vitality 
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lew  Sof 'Spike  Golf  Shoes! 

NE  GUARANTEE  YOU'LL  FORGET  YOU  HAVE 
THEM  ON-  OR  MONEY  BACK! 


NEW  SOF-SPIKF"  GOLF  SHOES  ARE  RUBBER-GRIPPED 
FOR  COURSE  AND  CLUBHOUSE  WEAR. ..SCIENTIFICALLY 
DESIGNED  FOR  12  TIMES  MORE  HOLDING  POWER... 
AIR-CUSHIONED  FOR  SUPPER-SOFT  COMFORT... 
MADE  OF  REAL  LEATHER  FOR  COOL,  WATER-PROOF  PLAY 


If  new  SOF-SPI KES™  don't  make  you 
rget  you  have  golf  shoes  on,  return 
em  used  and  we'll  refund  their  price 
omptly.  No  questions  asked.  That's 
>w  sure  we  are  that  new  SOF-SPI  KES™ 
ethe  most  convenient,  mostcomfort- 
ile,  most  stylish,  most  economical, 
ihtest,  longest-lasting  golf  shoes  ever 
vented.  They  mark  the  end  of  heavy, 
sel-spiked  shoes. 

WEAR  ANYWHERE!. ..With  newSOF- 
3IKES™  there  is  no  need  to  change 
oes  before  and  after  every  round.  You 
it  SOF-SPIKES™  on  at  home  and 
jar  them  in  your  car,  on  the  course 
id  in  the  clubhouse.  There  are  no 
arp  points  to  rip  up  floors  and  carpets. 
}F-SPIKES™aresafeand  sure  on  any 
rface,  outside  or  inside. 

12  TIMES  MORE  GRIP!...  They  grip 
ass  like  a  bear  SOF-SPIKES'™  scien- 
ically  designed  rubber  spikes  give 
iu  12  times  the  gripping  power  of  con- 
ntional  steel-spiked  shoes.  They 
cure  your  footing  on  any  kind  of  sur- 
:e,  hard,  soft,  wet  or  dry.  And  they 
>n't  dig  up  turf  and  greens,  as  steel 
ikes  often  do.  SOF-SPIKES™tread  as 
ftly  as  a  baby's  foot,  a  fact  your 
eens-keeper  will  appreciate. 
Each  grip  is  scientifically  placed  to 
/e  you  maximum  hitting  power  from 
3  and  fairway.  For  instance,  the  outer 
ig  of  grips  is  angled  out  slightly  so 
iur  feet  hold  firm  when  you  come 
>wn  and  through  your  swing.  SOF- 
3IKE™  has  over  150  individual  grips 
at  will  keep  you  hitting  without  a  slip 
i  the  hilliest,  wettest  course  in  the 
arid. 

SLIPPER-SOFT!...  You'll  play  more 
laxed  than  ever  before.  You'll  think 
DF-SPIKES™  are  slippers  when  you 
<e  them  out  of  the  box.  Their  feather- 
ihtness  comes  from  their  new  air- 
shioned  soles  and,  of  course,  the 
sence  of  heavy  steel  spikes.  For 


pillow-like  comfort  we  inject  air  into  the 
soles.  YOU  LITERALLY  WALK  ON  AIR! 
SOF-SPIKES,M  weigh  52%  less  than 
conventional  golf  shoes,  and  that  makes 
18  holes  a  lot  less  tiring 


AIR-CUSHIONED  FOR 
LIGHTNESS,  COMFORT 


GOLF-WHITE  AND  STYLED 
FOR  ANY  WARDROBE 


REMOVABLE 
LEATHER 
KILTIE 

TWO 
TEE 
HOLDERS 


FULL  GRAIN 
LEATHER,  WATER- 
REPELLANT 


12  TIMES 
MORE  GRIPPING 
POWER 


SOF-SPIKES  ARE 
SAFE  TO  WEAR 
SCIENTIFICALLY  ANYWHERE 
DESIGNED  FOR  MORE 
HITTING  POWER 


Additionally,  our  specialists  have 
added  a  soft  molded  cushion  around 
the  collar  of  the  shoe  where  your  ankle 
fits.  There  is  also  a  sole  cradle  inside  the 
shoe  for  further  comfort.  "Slipper-soft 
and  as  light  as  a  mocassin,"  said  one 
golfer.  And  we  guarantee  it.  Remember, 
if  you  don't  forget  you  have  them  on, 
we'll  take  them  back  used. 

More  gripping  power,  less-tiring  play, 
unequaled  lightness,  more  walking 
comfort,  freedom  to  go  inside  or  out- 
side without  changing  shoes— it  all 
adds  up  to  the  greatest  golf  shoe  in 
history!  And  that's  not  all. 

REAL  LEATHER/GOLF  WHITE SOF- 
SPIKES™  Are  made  of  real,  full-grain 
leather  for  longer,  cool,  water-proof 
play  They  come  in  traditional  golf- 
white  with  a  removable,  all-leather  kil- 
tie. SOF-SPIKES,M clean,  elegant  design 
is  "at  home"  with  any  golfing  wardrobe 


from  Scotland  to  Singapore.  You  can 
get  any  men's  size  for  8  through  12, 
including  half  sizes  (no  11V2).  EXTRA! 
On  the  outside  of  the  right  shoe  we  have 
put  two  small  cartridge-like  tee  holders. 
Can  you  imagine  a  handier  place  to 
keep  a  couple  tees? 

HALF  PRICE!...  Conventional, real 
leather  golf  shoes  cost  from  $75  to  $100 
and  SOF-SPIKES™  are  real  leather. 
However,  through  a  highly  guarded 
production  technique  and  the  econo- 
mies of  direct  selling,  we  have  cut  the 
cost  in  half!  SOF-SPIKES™  cost  $39.95 
(plus  $2.50  shipping)!  Two  or  more  pair 
cost  only  $35.00  each  and  we  pay  ship- 
pi  ng .  YOU  SAVE  $15  ON  TWO  PAI R .  We 
cannot  guarantee  this  price  indefinitely 
and  supply  is  limited. 

Remember,  these  new,  wear- 
anywhere,  high-grip,  slipper-soft,  feather- 
light,  real-leather-at-half-the-price  golf 
shoes  can  be  returned  used  anytime 
within  30  days  for  a  full  refund  of  their 
price.  That's  the  guarantee  of  a  com- 
pany that  has  helped  over  300,000 
golfers  play  a  better  game  But  I  must 
urge  you— ACT  NOW  e fXprises, inc.1983 
Pr^N£^O^D£RS^203-847-1231^ 

Hmationalg  o  lfcentIr~ 

(DEPT  SS-33),  18  Lois  St.  Norwalk,  CT  06856 

Gentlemen  YES,  Please  send  me  the  following  order 

□  One  pair  SOF-SPIKES'"  only  $39.95  (plus 

$2.50  shipping)  SIZE  (MEN'S)   

(Golf-white  only) 

□   pairs  SOF-SPIKES '"  (2  or  more)  only 

$35.00  each.  No  shipping.  SAVE  $15  on  2! 
SIZES  (MEN'S)  

□  Check    CT  and  NY  must  add  applicable 
sales  tax. 

□  AMEX    □  MASTERCARD    □  VISA 
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ACCT  NO.  _ 
SIGNATURE 

□  Mr 

□  Mrs.  □  Ms.. 

Address   

City   
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ST. 
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Edited  by  John  A.  Conway 


Power  on  Main  Street 

Spending  for  energy  can  make  or 
break  a  small  town,  says  Gary  Coates, 
associate  professor  of  architecture  at 
Kansas  State  University.  With  16  stu- 
dents in  an  urban  design  class,  Coates 
studied  the  energy  spending  of  Marys- 
villc,  Kans.  and  found  last  year  the 
town  of  3,700  paid  $2.4  million  for 
energy  and  kept  only  $321,000 — less 
than  1% — in  the  community.  The  av- 
erage Marysville  household  income  is 
$22,000;  more  than  7%  of  that,  or 
$1,600,  goes  for  energy.  If  household 
income  rises  5%  a  year,  and  energy 
costs  10%,  Coates  says,  the  average 
Marysville  energy  bill  would  hit 
$24,000  (or  45%  of  gross  household 
income)  by  the  year  2000.  If  Marys- 
ville conserved,  he  says,  the  commu- 
nity could  reduce  its  energy  use  62% 
by  then;  spending  on  energy  would 
then  drop  to  an  average  16%  of  house- 
hold income.  Even  a  modest  conser- 
vation program,  he  estimates,  would 
produce  201  one-year  jobs  and  15  per- 
manent jobs  in  town.  "Small  commu- 
nities like  Marysville  have  a  much 
better  chance  than  large  cities  to 
make  the  transition  to  renewable  en- 
ergy sources,"  Coates  says.  He  recom- 
mends solar  retrofitting,  self-reliant 
neighborhood  development  and  ener- 
gy-efficient transportation,  among 
other  things,  to  reduce  small-town 
energy  costs. 


Here  come  the  toys 

Children  love  nothing  more  than 
good  cartoon  characters,  as  evidenced 
by  the  current  craze  for  the  Smurfs, 
Belgium's  cartoon  import.  Now, 
homegrown  characters  like  Mickey 


Mouse  and  Snoopy  will  have  more 
competition — from  the  Japanese.  To- 
kyo's Sanrio  Co.  is  bringing  its  charac- 
ters to  the  U.S.  Hello  Kitty  (a  cat),  My 
Melody-  (a  rabbit)  and  Little  Twin 
Stars  (twins)  are  now  licensed  to  go 
into  or  onto  books,  toys,  towels, 
shoes,  T-shirts  and  even  hair  ribbons 
for  sale  here  and  in  Mexico  and  Cana- 
da. The  largest  potential  licensee  for 
Sanrio  is  CBS  Toys,  which  already 
plans  a  24-item  line  of  Hello  Kitty 
toys.  Children  can  now  buy  Hello  Kit- 
ty stuffed  animals  and  will  soon  be 
able  to  add  musical  televisions,  picnic 
sets,  lunch  boxes,  toy  chests  and  the 
like  to  their  collections.  CBS  is  also 
working  on  My  Melody  and  Twin 
Stars  toys.  Random  House  began  sell- 
ing Hello  Kitty  books  last  year  and 
has  had  such  success  that  it  is  also 
adding  to  the  line.  The  Japanese  new- 
comers are  most  popular  with  little 
girls,  but  Sanrio  doesn't  plan  to  stop 
there:  The  company  has  also  been 
test-marketing  a  new  character,  Tux- 
edo Sam  (a  penguin),  for  boys. 


Chinese  expectations 

China's  new  and  minuscule  middle 
class  loves  TV  but  couldn't  care  less 
about  refrigerators,  according  to  what 
may  be  the  first  consumer  study 
there.  Polling  150  middle  managers  in 
northern  China,  business  professor 
Hans  Thorelli  of  Indiana  University 
found  that  75%  owned  TV  sets  but 
only  8%  had  refrigerators.  (Only 
about  5%  of  the  Chinese  own  a  TV, 
Thorelli  adds.)  All  owned  wrist- 
watches,  87%  had  sewing  machines, 
84%  had  bicycles,  but  none  had  cars 
or  telephones.  Five  out  of  six  of  his 
respondents  earned  more  than  the 


$1,200  per  year  that  is  the  averaj 
income  in  China.  Thorelli  also  four 
that  most  Chinese  preferred  foreig 
appliances.  Chinese  buy  food  at  eitht 
state  stores  or  farmers'  markets,  rj 
says,  and  almost  unanimously  "e: 
press  great  disdain  for  the  service  ; 
the  state  store."  (The  latter's  monopc 
ly  of  rationed  foods  like  rice  and  cool 
ing  oil  keeps  them  in  business.)  Th 
Chinese,  surprisingly,  had  kind  wore 
for  advertising:  99%  believed  that  ai 
vertising  was  essential;  90%  said  at 
provided  wide  information  aboi 
products;  40%  thought  ads  prescnte 
an  accurate  picture  of  products.  Mor 
than  75%  were  either  not  sure  or  ck 
nied  that  advertising  pushed  people  t 
buy  things  they  did  not  need  or  shoul 
not  buy;  that  opinion  could  change  : 
more  goods  were  available  in  China. 


Handmade  humans 

The  $6  million  man  is  here,  or  close 
Every  year,  2  million  to  3  millioi 
Americans  have  artificial  parts  im 
planted,  says  Blue  Cross/Blue  Shield 
It's  now  a  $1  billion  business.  Th« 
most  recent  breakthroughs  includi 
artificial  kidneys,  pancreases,  knees 
skin  and  tongues.  "By  1996,  a  mara 
thon  runner  equipped  with  a  superef 
ficient  artificial  heart  might  be  dis 
qualified  because  he  had  an  unfair  ad 
vantage,"  says  Dr.  Willem  Kolff 
inventor  of  the  artificial  kidney.  Lead 
er  in  spare  body  parts  is  Dow  Corning 
Wright  (sales  roughly  $20  million  tc 
$30  million)  of  Arlington,  Tex.,  anc 
the  list  of  bionics  continues  to  grow 
It's  now  possible  to  fashion  wrists, 
shoulders,  hips,  fingers,  ankles,  toes, 
corneas,  heart  valves,  arteries  and 
veins,  bladders  and  intestinal  walls. 


The  wandering  TV  eye 

Television  commercials  aren't  as  ef- 
fective as  they  used  to  be,  says  the 
Newspaper  Advertising  Bureau,  with 
obvious  relish.  A  study  by  Burke  Mar- 
keting Research  found  the  number  of 
viewers  able  to  identify  any  commer- 
cial seen  in  the  previous  five  minutes 
fell  from  18%  in  1965  to  12%  in  1974 
and  to  7%  in  1981.  Writing  in  the 
current  Journal  of  Advertising  Research, 
Bureau  General  Manager  Leo  Bogart 
says  the  number  of  network  commer- 
cials per  week  increased  from  1,856  to 
4,079  between  1967  and  1981,  while 
the  standard  plug  fell  from  one  min- 
ute to  30  seconds  (that  doesn't  include 
promotional  and  public  service  an- 
nouncements). TV  ads  may  be  less 


Hello  Kilty-  stuffed  toys 

Competition  for  homegrown  favorites. 
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There  may  be 
better  things  to  do 
with  your  companys 
insurance  money 
than  buy  insurance. 

F 

JL  or  the  multinational  corporation,  the  cost  of 
protecting  its  assets  abroad— both  people  and 
property— has  become  a  major  one,  with  pre- 
niums  ranging  from  thousands  into  millions  of 
lollars  annually. 

And  always  it  has  been  thought  of  as  a 
lecessary  cost  of  doing  business. 

We  would  like  to  recommend  an  alternative, 
lather  than  think  of  all  that  money  as  an 
expense  for  your  company,  we  suggest  you 
hink  of  it  instead,  as  a  financial  tool. 

That's  right,  as  a  financial  tool.  There  are  so 
nany  ways,  today,  to  make  your  insurance 
noney  work  for  your  company  at  the  same 


time  it's  protecting  your  company.  Ways 
to  free  your  money,  to  give  you  control 
over  its  flow,  to  significantly  lower  your 
cash  outlay.  In  short,  ways  to  be 
smart  with  your  insurance  money. 
At  AFIA,  as  a  pioneer  in 
worldwide  insurance,  we  offer 
the  multinational  corporation  all  the 
expertise,  innovativeness  and  capability  our  64 
years  of  experience  have  given  us.  As  well  as  our 
facilities:  more  than  230  offices  serving  135 
countries.  And  we  offer  it  all  to  help  you  plan 
the  worldwide  programs  that  can  put  your 
insurance  money  to  valuable  use. 

Programs  like  forming  your  own  captive.  Or 
a  controlled  master  program  with  deductible 
funding  which  enables  you  to  derive  the  benefits 
of  a  captive  without  the  necessity  of  forming  a 
captive. 

Another  significant  innovation  is  global  in- 
surance, one  program  that  covers  you  both  in 
the  United  States  and  abroad  and  has  the  effect 
of  increasing  your  insurance  buying  power 
significantly  and  providing  greater  control  of 
your  risk  management  program. 

Those  are  a  few  brief  examples  of  how 
insurance  can  be  made  to  work  for  companies 
today.  To  be  sure,  there  are  others:  high  deduct- 
ibles, other  cash  flow  programs,  rating  plans 
and  unbundling  of  services  (that  is,  paying  for 
only  the  insurance  services  you  need)  to  name 
but  a  few. 

Working  together  with  your  broker  and  AFIA, 
your  risk  manager,  given  centralized  control 
of  your  worldwide  insurance  programs,  can 
make  your  insurance  money  do  more  and  better 
things  than  ever  before. 

For  more  information,  write  AFIA,  Dept.  A, 
110  William  Street,  New  York,  NY  10038. 


AFIA 


WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  1918. 


AHA  Worldwide  Insurance,  110  William  Street,  New  York,  NY  10058,  Atlanta,  Boston,  Chicago,  C  leveland,  Dallas,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  San  Francisco,  Seattle,  Washington,  D.C  and  230  other  cities  around  the  world. 


To  many  people,  Japan  is  a  land  of  cherry  blossoms,  gentle  ways,  and  lifetime 
[jos.  There  is  some  truth  in  that. 

But,  Japan  is  also  the  land  of  a  style  of  industrial  expansion  which  has 
■jianged  the  rules  of  free  market  trade. 

The  very  term  "free  market"  is  an  anomaly  in  Japan.  While  Japanese 
Barketers  are  free  to  sell  their  goods  in  this  country  almost  without  restriction, 
lany  American  and  European  goods  have  been  virtually  locked  out  of  Japan. 

Western  industrialists  prefer  world  commerce  under  regulations  that  permit 
■dividual  companies  to  compete  separately  for  markets. 

But,  over  two  decades  ago,  Japan  added  the  factors  of  centralized  planning, 
Bancmg,  and  control  aimed  at  worldwide  domination  of  certain  industries.  So, 
Bstead  of  individual  companies  engaging  in  market-determined  competition,  we 
Rve  had  a  lop-sided  situation.  The  government  of  Japan  has  directed  and  motivated 
Be  moves  of  selected  companies  like  pieces  in  a  giant 
^iess  game. 

Once  preselected  companies  have  been  assigned 
^  ieir  roles,  little  national  effort  is  spared  to  assist  in  the 
bmpletion  of  their  international  missions.  The  govern  - 
ent  orchestrates;  research  is  combined,  and  subsidies 
)ound.  Preferential  loans  are  granted.  Prices,  specifica- 
>ns  and  standards  have  been  collectively  determined, 
artels  can  be,  and  are,  formed. 

These  tactics,  permitted  by  the  government  of  Japan, 
ould  be  considered  illegal  for  American  companies  to  engage  in  here.  By  target- 
g  industries,  Japanese  firms  are,  in  fact,  selectively  exempted  from  Japan's  anti- 
onopoly  laws. 

How  can  the  single  American  or  European  company  compete9  We  have  been 
)ellmg  out  some  of  the  ways.  But  it  is  virtually  impossible  for  many  companies 
i  combat  these  combined  resources  with  traditional  independent  company  efforts. 

Make  no  mistake.  Japan  has  not  grown  to  the  world  success  it  is,  by  the 
Drmal  "every-company-for-itself"  rules  of  western  business.  Their  industrial  prog- 
iss  is  substantially  the  result  of  extreme  protectionism  at  home  and  collective 
forts  permitting  targeting  abroad.  And  it  is  folly  to  assume  that  this  is  a  temporary 
Dndition.  Japan's  arrangement  is  ongoing. 

Japan  has  waived  our  rules  for  the  past  25  years.  If  America  and  the  western 
orld  continue  to  do  nothing  about  it,  Japan  may  go  on  to  rule  the  waves  for  the 
3xt  25  years,  and  longer. 

MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management. 


383  Motorola  Inc  Motorola  and  (W)  are  registered  trademarks  of  Motorola.  Inc 


Trends 


effective,  Bogart  adds,  because  more 
viewers  are  prone  to  let  their  atten- 
tion wander.  In  1965,  he  says,  only 
28%  of  TV  watchers  busied  them- 
selves with  something  else  while 
glued  to  the  tube:  That  number  rose 
to  40%  in  1981. 


Catch  22 

With  an  income  of  $30,330  you  could 
afford  a  median-priced,  or  $68,300, 
home  in  January,  according  to  the  Na- 
tional Association  of  Real- 
tors. That  was  $430  less  than 
it  took  in  December  and 
$4,912  less  than  in  May  1982. 
The  catch  was  that  median 
family  income  in  January  was 
down,  too — to  $23,917,  far 
below  what  was  needed.  In 
fact,  median  housing  prices 
and  median  income  have  not 
been  in  balance  since  1978. 
The  trend,  however,  is  hope- 
ful, says  the  association's 
chief  economist,  Jack  Carlson:  "Janu- 
ary represents  the  eighth  straight 
month  of  improvement." 


Europeans  still  like  cars 

While  automobile  sales  in  the  U.S. 
dropped  7%  last  year,  to  5.8  million 
units,  the  car  market  in  the  15  coun- 
tries of  Western  Europe  went  up 
1.4%,  to  9.9  million,  according  to 
Automotive  News.  That  was  not  a  rec- 
ord but  still  impressive.  The  sales 
leaders  in  Europe,  in  order  of  domi- 
nance, were  Renault,  Fiat,  Peugeot, 
Ford,  Volkswagen,  General  Motors, 
Japanese  imports  (as  a  group),  BL, 
Daimler-Benz,  BMW,  Volvo  and  Alfa. 
The  big  gainers  were  GM  and  Re- 
nault. With  Japanese  imports  under 
restraint,  spoken  and  unspoken,  in 
most  major  manufacturing  countries, 
they  made  no  gains  in  Europe  last 
year.  In  the  U.S.  foreign  cars  held  their 
own  (the  Japanese  met  their  voluntary 
quota  exactly)  but  imports  improved 
their  market  share  because  of  the  de- 
cline in  sales  of  U.S. -made  models. 


Let  the  sun  shine 

The  annual  battle  to  extend  daylight 
saving  time  is  under  way,  with  the 
city  dwellers  on  the  East  and  West 
Coasts  fighting  for  it  and  the  farmers 
of  the  South  and  Midwest  stoutly  op- 
posed. A  bill  to  extend  daylight  time 
to  eight  months  instead  of  the  present 
six  passed  the  House  last  year  but  died 
in  the  Senate.  The  same  bill  has  been 


put  in  again  by  New  York  Democrat 
Richard  Ottinger  and  California  Re- 
publican Carlos  Moorhead  and  this 
time  has  strong  backing  from  senators 
like  Alan  Cranston  of  California,  Paul 
Tsongas  of  Massachusetts  and  Clai- 
borne Pell  of  Rhode  Island.  (The  Rea- 
gan Administration  also  favors  eight 
months  of  extra  daylight.)  The  farm- 
ers still  protest  that  the  cows  and 
chickens  don't  like  the  shift  in  time 
but  that  argument  si 
strength.  The  U.S. 
million  farmers  ou 
workers,  compared 
lion  out  of  45  mill 


How  much  daylight  < 
Do  the  chickens  r< 


tinger  and  Moorhea 
would  save  the  equi 
barrels  of  oil  a  day, 
ties,  reduce  crime 
the  economy  by  extending  daylight 
hours  for  shopping  and  recreation. 


New  oil  for  Japan? 

A  quiet  tug-of-war  is  under  way  over 
allowing  Alaskan  oil  to  be  shipped  to 
Japan  when  the  10-year-old  congres- 
sional ban  ends  in  September.  The 
rules  now  force  North  Slope  oil  to 
move  to  the  West  Coast  or  through 
the  Panama  Canal  (after  transfer  to 
smaller  vessels  that  can  use  that  wa- 
terway) to  the  Gulf  and  East  Coasts.  A 
task  force  to  examine  the  question 
was  set  up  after  Japan's  Prime  Minis- 
ter Yasuhiro  Nakasone  visited  Presi- 
dent Reagan  in  January.  A  report  from 
the  Heritage  Foundation  argues  that 
the  current  system  cuts  production  in 
Alaska,  causes  a  West  Coast  oil  glut 
and  saddles  consumers  with  bigger 
bills  because  of  the  roundabout  ship- 
ping. Selling  to  Japan,  the  report  adds, 
would  also  lessen  Japan's  dependence 
on  OPEC.  Opponents  include  the 
American  Maritime  Association  and 
the  construction  unions,  who  stand  to 
gain  if  a  new  pipeline  is  built  to  move 
Alaskan  oil  from  Puget  Sound  to  the 
Midwest.  Lifting  the  ban,  the  shippers 
argue,  would  wreck  their  coastal 
trade.  (Under  the  1920  Jones  Act,  all 


shipments  between  U.S.  ports  mui 
be  in  American  ships.)  "That  woul 
be  a  formula  for  disaster,"  AMA 
president,  Michael  Klebanoff,  to! 
Congress.  The  White  House  is  figh 
ing  shy  of  the  whole  question,  b\ 
reportedly  is  "interested"  in  sellir 
the  oil  to  Japan. 


Cash  and  the  cities 


Uncle's  long  memory 

Last  year  Boeing  annoyed  the  Penta 
gon  by  lobbying  Congress  to  have  th 
military  buy  old  747  jumbo  jets  ir 
stead  of  new  C-5  transports  froi 
Lockheed.  The  wiseacres  wondered 
the  military  would  retaliate.  The  A: 
Force  has  just  decided  to  take  onll 
1,499  of  Boeing's  air-launched  cruis 
missiles  instead  of  the  4,348  it  orig 
nally  wanted  at  a  price  of  $8.5  billion 
For  the  rest,  the  Pentagon  wants 
more  advanced  model,  and  Boeing 
Lockheed  and  General  Dynamics  wi! 
have  to  compete  for  the  order.  Doe| 
Uncle  Sam  remember? 


Detroit's  big  ideas 

The  luxury  car  lives.  Cadillac  is  loot 
ing  into  the  possibility  of  building 
$100,000  automobile  to  rival  drearr 
boats  like  the  $165,000  Rolls-Royc 
and  other  big-ticket  European  models 
Pontiac,  which  dropped  its  big  ca 
after  the  1981  models,  will  offer  it 
Canadian-built  Parisienne  for  the  U.5 
market.  But  Chrysler  has  written  ifl 
last  orders  for  the  top-of-the-line  Irq 
perial,  which  will  be  phased  out. 


sems  to  be  losing 
today  has  only  3 
t  of  99  million 
with  the  10  mil- 
ion  in  1930.  Ot- 


c  we  need? 
ally  care? 


d  claim  their  bill 
valent  of  100,000 
cut  traffic  fatali- 
and  pump-prime 


Consumer  inflation  may  be  slowir 
down,  but  municipal  government  ii 
flation  is  unabated,  says  Cornelius 
Tierney,  a  partner  and  specialist  i 
municipal  finance  at  Arthur  Younj 
the  accounting  firm.  The  re; 
son:  Municipalities  don 
practice  good  cash  managi 
ment.  A  survey  of  500  cit 
and  town  1982  financi 
statements,  Tierney  say 
shows  that  80%  had  no  casi 
management  program  at  al 
"Many  governmental  bud 
gets  have  assumed  that  sk 
high  interest  rates  wou 
continue  indefinitely,"  Tie 
ney  told  a  gathering  of  caa 
managers.  "The  result  is  that  they  ai 
now  experiencing  revenue  shortfal 
and  unexpectedly  low  investment  ii 
come,  which  is  only  aggravating  the 
critical  fiscal  position."  Cash  ma( 
agement,  he  says,  is  still  the  key  t 
reducing  debts  and  operating  costs 
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All  of  these  Bonds  having  been  sold,  this  announcement  appears  as  a  matter  of  record  only. 

In  the  opinion  of  Bond  Counsel,  interest  on  the  1983  Series  A  Bonds  is  exempt  under  existing  statutes, 
regulations,  rulings  and  court  decisions  from  Federal  income  taxes  and  from  income  and 

franchise  taxes  imposed  by  the  State  of  Utah. 

,„  New  Issue  /  March  17, 1983 

■  ■"mm   mTERiTKDUflTRin  POUKR  RG€fKY  $900,000,000 

Intermountain  Power  Agency 

(a  political  subdivision  of  the  State  of  Utah) 
Power  Supply  Revenue  Bonds,  1983  Series  A 

Dated:  March  1 , 1983  /  Due:  July  1,  as  shown  below 

Principal  and  semi-annual  interest  (payable  each  January  1  and  July  1 ,  commencing  July  1 , 1 983)  are  payable  at 
the  principal  corporate  trust  offices  of  Chemical  Bank,  New  York,  New  York,  Trustee,  or  Zions  First  National  Bank, 
Salt  Lake  City,  Utah  and  Security  Pacific  National  Bank,  Los  Angeles,  California,  Paying  Agents.  The  1983 
Series  A  Bonds  will  be  issued  as  coupon  bonds  in  $5,000  denominations  in  bearer  form  or  as  fully  registered 
bonds  in  any  integral  multiple  of  $5,000,  which  will  be  interchangeable  at  the  principal  corporate  trust 

office  of  the  Trustee. 

The  1983  Series  A  Bonds  are  subject  to  optional  and  mandatory  redemption  prior  to  maturity  as 

described  in  the  Official  Statement. 

The  1983  Series  A  Bonds  are  being  issued  to  finance  a  portion  of  the  costs  of  acquisition  and  construction  of 

the  Intermountain  Power  Project,  as  recently  reduced  in  size. 

The  principal  of,  premium,  if  any,  and  interest  on  the  1983  Series  A  Bonds  are  payable  solely  from  and  secured 
solely  by  a  pledge  and  assignment  of  the  Revenues  derived  by  the  Agency  from  the  Project  and  other  funds  pledged 
under  the  Resolution.  Such  Revenues  include  all  payments  attributable  to  the  Project  to  be  made  to  the  Agency 
by  the  Purchasers  pursuant  to  the  Power  Sales  Contracts.  Such  payments,  together  with  other  available  Revenues, 
are  to  equal  the  Agency's  costs  relating  to  the  Project.  Each  municipal  Purchaser  has  agreed  to  make  its 
share  of  such  payments  solely  from  its  electric  system  revenues  and  each  other  Purchaser  has  agreed  to  make 
its  share  of  such  payments  as  a  general  obligation.  The  payment  obligations  of  the  Purchasers  under  the 
Power  Sales  Contracts  are  not  contingent  upon  the  completion  or  operation  of  the  Project. 

The  1983  Series  A  Bonds  are  not  an  obligation  of  the  State  of  Utah  or  any  political  subdivision  thereof,  other 
than  the  Agency,  or  any  member  of  the  Agency  or  Purchaser  and  neither  the  faith  and  credit  nor  the  taxing  power 
of  the  State  of  Utah  or  any  political  subdivision  thereof  or  any  city  which  is  either  a  member  of  the  Agency 
or  a  Purchaser  or  both  is  pledged  for  the  payment  of  the  1 983  Series  A  Bonds.  The  Agency  has  no  taxing  power. 

AMOUNTS,  MATURITIES,  RATES  AND  PRICES 

$109,800,000  Serial  Bonds 

Amount  Due        Rate  Price  Amount         Due         Rate  Price  Amount         Due         Rate  Price 

$11,000,000  1990  8    %  @100%  $10,710,000  1994  9     %  @100%  $14,730,000  1997  9.60%  @100% 

7,000,000  1991  81/4  @100  12,340,000  1995  9.20  @100  10,005,000  1998  9.70  @100 

7,500,000  1992  8V2  @100  13,495,000  1996  9.40  @100  8,000,000  1999  9.80  @100 

9,820,000  1993  8V4  @100  5,200,000  2000  9.90  @100 

$  20,050,000  10    %  Term  Bonds  Due  July  1,  2001  @  100% 

$    52,340,000  10V8%  Term  Bonds  Due  July  1,  2003  @  100% 

$110,000,000  101/4%  Term  Bonds  Due  July  1,  2011  @  98%% 

$     27,925,00  0  7V2%  Term  Bonds  Due  July  1,  2018  @  761/2% 

$   579,885,000  101/2%  Term  Bonds  Due  July  1 ,  2023  @  100% 

(Accrued  interest  from  March  1,  1983  to  be  added) 

The  1983  Series  A  Bonds  are  offered  when,  as  and  if  issued  and  received  by  the  Underwriters,  and  subject  to 
the  approval  of  legality  by  Messrs.  Mudge  Rose  Guthrie  Alexander  &  Ferdon,  New  York,  New  York,  Bond  Counsel, 
and  certain  other  conditions.  Certain  legal  matters  will  be  passed  upon  for  the  Underwriters  by  their  counsel, 

Cleary,  Gottlieb,  Steen  &  Hamilton,  New  York,  New  York. 

The  offering  of  these  Bonds  is  made  only  by  the  Official  Statement,  copies  of  which  may  be  obtained  in 
any  State  from  such  of  the  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

Merrill  Lynch  White  Weld  Capital  Markets  Group  The  First  Boston  Corporation 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Blyth  Eastman  Paine  Webber  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Prudential-Bache 

Securities 
Burrows  Smith  and  Company  Division 
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Id  habits  don't  die  easily. 
Dmetimes,  even  when  they  come 
o-face  with  overwhelming 
non  sense, 
ok  at  our  chart. 

ommon  sense  would  dictate  that 
j  you  can  place  the  same  call 
same  place  and  save  5  to  50%, 
\(|  jld  be  foolish  not  to. 
*rhat's  why  half  the  Fortune'  500 
Learly  300,000  other  companies, 
and  small,  have  joined  MCI. 
ut  some  companies  are  still 
ing  about  it. 

.nd  while  they're  thinking  about 
i^ir  competitors  are  enjoying  the 
;Jgs  you  see  on  the  chart, 
s  /  can  MCI  charge  less  than  Bell 

for  the  same  service? 
1  ery  simply,  MCI  is  run  more 
;  mtly  than  Bell. 

7  fe've  built  our  own  coast- to-coast 
%rk  exclusively  for  long  distance 
ijlig.  Our  equipment  is  newer  and 
J;  advanced. 

j/e  work  to  hold  our  costs  down,  so 
;  n  pass  the  long  distance  savings 
to  you. 

We  can  also  give  you  flexibility. 
'  business  has  different  needs.  So 
ive  different  plans  for  you  to 
se  from. 

hey  all  have  one  thing  in  com- 
You  save  on  every  interstate  call 
jjiake.  From  5  to  50%. 
he  total  savings  over  a  year  can 


be  enormous.  An  oil  company  saved 

a  million  dollars.  A  bank,  $750,000. 

A  computer  company,  $600,000. 

No  capital  investment. 
No  installation.  No  nothing. 

These  savings  are  pure  profit 
because  there's  no  capital  investment 
whatsoever.  You  use  the  same  push- 
button phones  you're  already  using.  So 
from  the  first  moment  you  start  using 
MCI,  it's  cost-effective. 

You  place  the  same  calls  to  the  same 
places  you're  calling  now.  But  you  start 
paying  a  lot  less. 

Naturally,  you  may  have  some 
questions  about  MCI.  We'd  be  happy 
to  send  you  a  free  brochure. 
Simply  fill  out  the  coupon  and  mail 
it  to  us. 

Or  call  your  local  MCI  sales  office. 
Let  common  sense  prevail. 


MCI 


The  nation's  long  distance  phone  company. 

i  1 

MCI  Telecommunications  Corp. 
P.O.  Box  611 
Vienna,  VA  22180 
Please  send  me  more  information  about 
how  1  can  cut  my  long  distance  costs. 
□  For  Business    □  For  Home 


Name. 
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Company- 
Address  

City  


-Telephone. 


.State. 


-Zip. 
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Altera 

day 
in  the  zoo 

with 
the  bulls 

and 

the  bears, 
trya 

welcome 

change 

of  pace. 


John  Jameson 

Imported  Irish  Whiskey 


Billion  dollar  junk 

Between  1974  and  1980,  more  than  50 
nuclear  power  generating  plants  were 
canceled  around  the  U.S.  at  a  cost  to 
the  utilities  involved  of  at  least  $5 
billion  (Forbes,  Aug  4,  19.80).  The  can- 
celations were  prompted  largely  by  a 
drop  in  demand  for  electricity,  which 
had  grown  at  an  annual  rate  of  8% 
during  the  pre-OPEC  days  but  fell  to 
3.5%  by  1980.  The  big  problem  was 
who  would  foot  the  bill.  Ratepayers 
and  shareholders,  it  seemed,  would 
share  the  burden. 

Since  then,  electricity  demand  has 
stopped  growing  completely.  Last 
year  it  actually  fell  by  2.7%,  the  first 
decline  in  38  years.  The  Edison  Elec- 
tric Institute  says  that  in  the  last  two 
years  alone  44  more  nuclear  and  con- 
ventional power  units  have  been 
scrapped.  To  date,  cancelations  have 
cost  at  least  $9  billion.  Public  utility 
commissions  have  continued  to  light- 
en the  burden  on  some  companies.  In 
26  of  33  cases  decided  since  1980,  the 
EEI  says,  commissions  have  allowed 
rate  increases  and  amortization  of 
"sunk  costs"  (or  both). 

But  there  are  other  ways  to  salvage. 
At  least,  so  thinks  the  Tennessee  Val- 
ley Authority,  the  federal  electric 


TV  A  surplus  on  sale 

Salvage  on  the  grand  scale. 

utility  that  canceled  four  nuclear 
power  units  last  summer  after  sinking 
$1.85  billion  into  them.  (The  TVA  put 
another  four  units,  worth  $2.35  bil- 
lion, on  hold.)  "The  cost  has  to  be 
passed  on  to  the  ratepayers,"  says  a 
company  spokesman  (TVA,  after  all, 
has  no  stockholders),  but  the  big  util- 
ity plans  to  reduce  the  burden  by  sell- 
ing everything  possible  from  the  un- 
finished plants — some  $2  billion 
worth  of  materials.  This  month  Mil- 
ler &  Miller  Auctioneers  of  Ft.  Worth, 
Tex.  will  put  $50  million  worth  of 
steel  pipe,  valves,  air  compressors, 


construction  equipment,  motors! 
pumps  and  the  like  on  the  block  alf 
TVA's  Phipps  Bend  facilities.  "This  i|| 
the  first  sale  of  its  kind,"  says  Bil 
Flynn,  vice  president  of  Miller  &  Mil] 
ler,  but  "it's  the  only  way  to  handle'' 
so  much  material.  If,  as  hoped,  $l!j 
million  is  brought  in,  the  TVA  will 
hold  five  more  auctions  of  capita| 
goods  over  the  next  two  years. 

The  TVA  is  also  selling  goods  priil 
vately.  Through  negotiated  sales! 
bids,  sellbacks,  small  auctions  ancl 
sales  to  the  public,  it  has  raised  $2^1 
million  since  the  plants  wersl 
scrapped  last  summer.  Two  days  A 
week  the  public  can  come  onto  the! 
sites  and  pick  out  what  they  want  tel 
buy  at  a  $100  minimum.  TVA  alscl 
recovered  $36  million  by  transferring 
equipment  to  current  projects. 

What  price  glamour? 

Despite  its  glamorous  lines  of  busi  I 
ness,  Miami's  Wometco  Enterprises! 
Inc.  never  was  a  magnet  for  investors! 
for  most  of  its  existence.  The  MiamiT 
based  entertainment  conglomerate! 
(cable  TV,  broadcasting,  movie  the  [ 
aters,  amusement  parks,  Coca-Colal 
bottling,  vending  machines),  with! 
sales  of  $493  million,  traded  13,00C| 
shares  daily  in  1981,  close  to  the  samel 
sleepy  average  it  had  maintained  sincel 
founder  Mitchell  Wolfson  took  the! 
company  public  two  decades  earlier! 
But  in  February  last  year  the  stock! 
jumped  five  points  in  one  week  afteil 
Wolfson,  then  81,  had  suffered  twc| 
heart  attacks.  "The  vultures  are  gath- 
ering, "  a  leading  broadcast  analyst  told! 
Forbes  (Mar  29,  1982),  "because  they  | 
figure  the  company  will  be  split  up." 

Now  the  vultures  are  circling  again.! 
Wolfson  died  in  January,  and  the  stock| 
rose  to  a  new  high  of  35  the  follow- 
ng  month;  since  then,  it  has  been  hov- 
ering  around   33.    The    22    price/ 1 
earnings  ratio  puts  Wometco  in  the! 
pricey  ranks  with  media  issues  like| 
Metromedia,  Cox  and  Capital  Cities. 
The  company  claims  at  least  part  oil 
the-runup  is  caused  by  17%  operating! 
earnings  gains  last  year  and  the  fact| 
that  44%  of  divisional  operating  prof- 
its came  from  broadcasting.  But  Wall! 
Street  analysts  say  it  has  more  to  dol 
with  the  fact  that  Wolfson's  heirs  still! 
own  37%  of  the  company  but  have  no! 
one  in  their  ranks  to  run  it.  Never! 
mind  that  the  company  and  family| 
deny  any  wish  to  sell  out. 

Whatever    the    reasons    for  the| 
stock's  appreciation,  at  least  two  ana- 
lysts now  recommend  that  investors] 
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TANLEY  KROLL  and  WELLES  WILDER 


Stanley  Kroll  has  become  a  legend  in  his  own  time 
.  .  .  and  for  a  good  reason.  He  has  made  millions  both 
for  himself  and  his  clients,  trading  commodities.  KroH's 
impressive  trading  record  and  financial  achievements 
have  been  featured  in  numerous  leading  financial 
publications.  In  The  Money  Masters,  by  John  Train 
(Harper  &  Row,  1980)  Kroll  is  featured  as  one  of  the  nine 
greatest  portfolio  investors  of  our  time  and  the  only  one 
of  those  who  "made  it"  in  commodity  investments. 


Welles  Wilder  Is  the  author  of  the  revolutionary  book 
New  Concepts  in  Technical  Trading  Systems  which  is  fast 
becoming  a  best  seller.  Stan  Angrist  writing  in  Forbes 
Magazine  (Oct.  '80)  singled  Mr.  Wilder  out  as  The  premier 
technical  trader  publishing  his  work  today".  Mr.  Wilder 
has  presented  his  systems  at  technical  trading  seminars 
in  Asia,  Australia,  Canada,  the  U.S.,  and  the  capitals  of 
Europe.  Worldwide,  there  are  probably  more  traders 
using  Mr.  Wllder's  systems  and  methods  than  any  other 
single  discipline. 


The  commodity  trading  event  of  the  80's 
THE  KROLL-WILDER  LONG  TERM  SYSTEM 


I  I 

TOTAL  PROFIT  $2,151,748.00 


$2,250,000 
2,000,000 
1 ,750,000 


WITH  SMALLER 
ACCOUNTS 
$25,000  into  $227,920 
$10,000  into  $54,222 
in  the  5-year  period 


THE  SYSTEM  IS  DISPLAYED  IN  FIVE-COLOR  GRAPHIC  CHARTS 


SEMINAR  SCHEDULE 


Stanley  Kroll  and  Welles  Wilder  have  combined  their  talents  and  trading 
methods  into  a  long  term  commodity  investment  system  that  is  different 
from  all  other  trading  systems.  Stanley  Kroll  has  made  millions  by  apply- 
ing his  unique  long  term  methods  to  the  commodity  markets.  Kroll  and 
Wilder  have  integrated  these  methods  into  a  definitive  long  term  commodity 
investment  system  that  produces  remarkable  capital  appreciation  with 
incredibly  small  equity  drawdowns. 

The  system  is  available  as  a  software  package  for  the  APPLE  II,  APPLE 
II +  ,  or  APPLE  lie  computer  or  as  a  complete  package  including  the 

computer.  The  software  generates  KroH's  long  term  indicators  visually 
in  vivid  five  color  graphics  on  the  computer  screen.  The  user  can  actually 
see  the  entry  levels  and  KroH's  indicators  coming  together  at  each  major 
turning  point.  This  gives  the  user  the  option  of  using  the  system 
automatically  or  subjectively,  as  Kroll  will  demonstrate  at  the  seminars. 

In  addition  to  giving  automatic  market  entry  and  exit  signals,  the  system 
also  generates  two  optional  entry  signals  for  adding  contracts  to  a  posi- 
tion with  known  minimum  risk  at  the  beginning  of  a  move.  Kroll  has  proved 
over  and  over  again  that  this  is  what  generates  the  really  big  profits  in 
commodity  investing. 

The  system  includes  twelve  different  commodity  portfolios  to  fit  five  dif- 
ferent sized  trading  accounts  which  range  from  $10,000  to  $200,000.  Each 
portfolio  has  been  thoroughly  tested  and  analyzed  using  a  100%  safety 
factor  to  fit  the  user's  starting  capital.  The  profits  shown  on  the  chart  at 
the  left  are  for  several  of  the  portfolios  utilizing  the  100%  safety  factor. 

The  Kroll-Wilder  commodity  investment  system  is  a  breakthrough  in  both 
computer  application  and  profits  derived  from  technical  trading  methods. 
Although  it  is  the  most  sophisticated  and  well-researched  trading  method 
ever  offered,  no  computer  experience  or  even  commodity  trading  ex- 
perience is  necessary  to  utilize  the  system.  Each  seminar  is  a  two  day 
hands-on  practical  work  session  that  covers  everything  one  needs  to  know 
to  begin  utilizing  this  system  in  the  market.  It  is  also  available  (for  a 
limited  time)  as  a  mail  order  package  for  those  who  cannot  attend 
a  seminar. 

To  receive  a  complete  documented  brochure  on  the  Kroll-Wilder  system, 
please  fill  out  and  return  the  coupon  below,  or  to  expedite,  call 
(919)  698-0500. 


MAY     6,  1983     Sheraton  River  House 
WAY   13,1983     Hyatt  Regency  O'Hare  Hotel 
MAY  20,  1983     St.  Regis-Sheraton  Hotel 


JUNE  3,  1983      Amfac  Hotel  &  Resort 


MIAMI,  FLORIDA 


CHICAGO,  ILL. 


NEW  YORK,  N.Y. 


DALLAS,  TEXAS 


TREND  RESEARCH,  LTD.  P.O.  BOX  128  McLEANSVILLE,  NC  27301 

Please  send  documented  brochure  on  the  Kroll-Wilder  Long  Term 
Commodity  Investment  System. 


NAME 


ADDRESS 


»IE  10,  1983      Sheraton  Plaza  La  Reina  Hotel       LOS  ANGELES,  CA. 


CITY. 


. STATE . 


.ZIP. 


"WHEN  WE  WIN 
A  CONTRACT,  ONE 
ADVANTAGE  HAS  BEEN 
WESTERN  TEMPORARY 
SERVICES." 


"With  Western,  we  can  be 
much  more  competitive, 
more  precise  in  costing 
labor  for  a  project,  than  if 
we  were  to  hire  the  supple- 
mental people  ourselves. 

"Also,  hiring  outside  people 
would  make  us  feel  a  responsi- 
bility to  keep  them  employed 
after  the  project  was  finished." 

These  are  the  words  of  Dr.  John 
E.  McDonald,  President  of  PDA 
Engineering,  a  diversified  ad- 
vanced technology  company  in 
southern  California  that  grew 
55%  in  1981,  with  a  35% 
sustained  growth  projected. 

"Western's  billing  rates  are 
lower  than  our  salary  and 
benefit  package.  And  they're 
predictable,  unlike  the  costs  of 
adding  permanent  employees. 

"And  Western  fills  our  job 
orders  promptly- 


within  10  to  15  minutes,  ac- 
cording to  our  administrative 
chief. 

"Also,  the  skills  we  have 
requested  have  been  un- 
usually well  matched.  The 

few  problems  were  quickly 
and  cheerfully  corrected,  un- 
like our  experience  with  some 
of  Western's  competitors. 

"To  sum  it  up,  Western  fits 
right  into  our  business  philos- 
ophy. They  meet  our  criteria 
very  well  when  we  have  to  sup- 
plement our  permanent  people 
in  either  numbers  or  skills.  And 
I  don't  see  that  changing." 

For  advantages  to  your  com- 
pany, call  Western  today. 

Check  the  white  pages  of  your 
local  phone  directory. 

Western 

TEMPORARY  SERVICES. 

International  Headquarters: 
301  Lennon  Lane 
Walnut  Creek,  CA  94598 


Follow-Through 


consider  taking  profits.  "Some  inves 
tors  say  the  company's  assets  are) 
worth  up  to  $50  a  share,"  notes  David 
Soshnik,  an  analyst  with  Scherck, 
Stein  &.  Franc  of  St.  Louis.  "That's 
very  speculative,  and  the  earnings 
don't  support  that  price."  Even  if  Wo- 
metco's  lucrative  broadcasting  sta- 
tions were  sold,  Soshnik  says  it  could 
take  up  to  a  year  before  the  Federal 
Communications  Commission  ap- 
proved the  deal.  If  the  company  is  not 
sold,  he  says,  the  stock  is  worth  about 
$25  a  share.  Edward  Tavlin  of  Prescott 
Ball's  Miami  office  says  a  sale  is  pret- 
ty likely.  "But  you  don't  know  when 
it's  going  to  happen  or  whether  it's 
really  worth  $50  a  share."  Buyers,  he 
warns,  want  bargains,  and  a  third  par- 
ty could  buy  control  from  the  family 
and  eventually  tender  for  the  rest  at 
significantly  less  than  the  $50  per 
share  that  Wall  Street  seems  to  ex- 
pect. "Everyone  I  know  has  a  profit  in 
this  stock,"  says  Tavlin,  "so  I'm  not 
waiting  for  it." 

Lovely  losses 

More  than  a  year  ago,  Tony  Lama  Co., 
the  El  Paso  bootmaker,  was  riding 
high  on  the  Western  craze  started  by 
high-fashion  designer  Ralph  Lauren 
and  stampeded  by  movies  like  Urban 
Cowboy.  Lama's  sales  for  the  first  half 
of  1981,  at  $46  million,  were  just  shy 
of  the  total  for  all  of  1979,  and  earn- 
ings were  up  105%. 

Then  boot  sales  turned  down  at  the 
heel.  In  1982  Lama's  earnings 
dropped  by  more  than  half  for  the 
second  quarter  as  demand  fell  (Follow- 
Through,  Oct.  25,  1982).  Lama,  45% 
family  owned,  started  looking  for  a 
buyer,  finding  one  in  New  York's 
Triton  Group  Ltd.  (the  old  Chase 
Manhattan  REIT),  which  wanted  to 
use  its  $200  million  tax-loss  carryfor- 
ward against  Lama's  earnings.  It 
looked  as  if  an  $81  million  acquisi- 
tion would  go  through  last  January. 

Alas,  at  its  final  meeting  with  Tri- 
ton, Lama  came  up  with  some  "total- 
ly unacceptable"  changes  in  the  deal, 
says  Triton  President  Hal  Upbin. 
Now  it  seems  Triton  will  be  acquired 
instead.  Fuqua  Industries  of  Atlanta 
has  acquired  25.6%  of  Triton's  voting 
stock.  Chairman  J.B.  Fuqua,  already 
Triton's  chairman,  too,  describes  the 
former  REIT  as  "the  best  acquisition 
vehicle  I  have  seen.  It  has  substantial 
net  worth,  only  two  pieces  of  real 
estate,  some  cash,  minimal  debt." 
Plus  that  tax-loss  carryforward. 
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If  You  Ever  Have  A  Problem 
With  Avisf  Call 800-524-9000. 

You'll  Get  Action,  r II  See  To  It." 


'£>-,  pi 


David  Mahoney,  Chairman  of  Avis. 

At  Avis,  we  know  what  you  want  when  you  rent 
a  car.  You  want  your  reservations  honored  promptly 
You  want  fast,  friendly  service  with  no  hassles.  And 
clean,  dependable  cars  every  time. 

We  believe  that's  exactly  what  you  deserve.  And 
that's  exactly  what  you'll  get  every  time  you  rent 
from  Avis. 

Tb  make  sure  you  do,  we  have  set  up  the  Avis 
Action  Line,  a  national  toll-free  customer  service 
telephone  number.  It's  800-524-9000.  We've  staffed 
the  department  handling  this  new  service  with 
specially  trained  people  to  take  your  calls.  Answer 
your  questions.  And  solve  your  problem. 

So,  if  you  ever  have  a 
problem  with  Avis,  call  the 
Avis  Action  Line.  Our 
people  are  standing  by  day 


THE  AVIS  ACTION  LIKE 

800-524-9000 


and  night,  seven  days  a  week.  You'll  get  a  straight 
answer  from  them.  And  you'll  get  action. 
We  are  committed  to  it. 


Avis  features  GM  cars.  Oldsmobile  Cutlass  Supreme. 


AVIS 


TRYING  HARDER  MAKES 
AVIS  SECOND  TO  HOME." 

For  reservations, 
see  your  travel  consultant 
or  call  toll  free:  800-331-1212. 

©  1983  Avis  Rent  A  Car  System,  Inc.  Avis* 


i  care  about  you,  so  whenever  you  drive,  care  about  yourself.  Please  fasten  your  seat  belt. 


Readers  Say 


IFYOUOWNOR 
MANAGE  A  COLD 
ROLLING  MILL 

respond  to  this  ad  and  learn  how  to 
increase  next  year's  production  and 

PROFITS 


W  A  few  short 
years  ago,  we 
,  designed  and 
'  developed  The 
Sheetforme  Sys- 
tem for  Cold 
Rolling  Mills  Two  of  its  major  compo- 
nents are  the  air  bearing  sensor  roll 
and  a  computer- both  simple  to  use 
and  requiring  minor  maintenance.  Since 
then,  our  engineers  have  installed  The 
System  in  mills  in  the  U.S.,  Canada,  Japan, 
Europe,  etc.  in  each  mill,  owners  saw  an 
increase  in  quality  and  production,  a 
decrease  in  costs  and  downtime.  Net 
result:  increased  profits. 
We  have  detailed  brochures  to  an- 
swer your  questions.  Please  write. 

Reycan  Research 
Limited 

290  St.  Laurent  Blvd. 
Cap-de-la-Madeleine 
QUEBEC,  CANADA  G8T  7W9 


K 

Reynolds 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mail- 
ing label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on 
thisf  orm  and  check  the  subscription  you 
prefer.  □  1  year  $36  □  3  years  $72  (the 
equivalent  of  one  year  free).  Canadian 
orders,  1  year  $50,  3  years  $104.  Orders 
for  other  countries  add  $25  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  I 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 
20 
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Painful  $ 

Sir:  Your  cover  title  of  Feb.  28,  "The 
dollar:  too  strong  for  our  own  good," 
was  to  the  point  as  to  our  company 
and  the  industry  we  serve.  The  appar- 
ent imbalance  as  to  currency  value 
has  made  it  difficult,  well-nigh  im- 
possible, to  compete  effectively  with 
Italian  and  Japanese  competitors. 

Without  a  [change  in]  the  relative 
value  of  our  currency,  no  amount  of 
automation  or  high-tech  application 
will  overcome  this  handicap. 
—. R.T.  Heglin 
Vice  President, 
Reft  iget  at  ion  Sales 
Tecutnseh  Products  Co. 
Tecumseh,  Mich. 


El  Salvador 

Sir:  In  "Has  Congress  Forgotten  The 
Monroe  Doctrine?"  (Fact  and  Com- 
ment II,  Mar  14),  M.S.  Forbes  Jr.  over- 
looked the  fact  that  President  John  F. 
Kennedy  killed  the  Monroe  Doctrine 
during  the  Cuban  missile  crisis,  when 
he  allowed  the  Russian  "advisers"  to 
remain  in  Cuba  after  the  missiles 
were  withdrawn. 
—Milton  E.  Ballard 
Tucson,  Ariz. 

Sir:  El  Salvador  is  still  their  country, 
not,  as  MSF  Jr.  so  condescendingly 
puts  it,  "our  own  backyard."  If  they 
choose  to  shoot  their  way  into  their 
government  of  their  country,  it  is 
their  business,  not  "ours." 
— Christopher  Mi  irphy 
Boothuyn,  Penna. 

Sir:  The  people  in  the  U.S.  should 
realize  the  truth:  that  it  is  their  own 
security  that  is  at  stake.  We  shouldn't 
allow  Russia  to  take  over  this  part  of 
the  world  so  vital  to  our  security. 
— D.  Cliffe  Stone  Jr. 
Nashville,  Term. 

Sir:  Your  comments  on  negotiations 
hit  the  mark.  Forcing  the  government 
to  negotiate  with  the  guerrillas  would 
destroy  the  democratic  process  now 
in  place. 
—Jesse  Helms 
U.S.  Senate 
Washington,  D  C. 


Right  word 

Sir:  In  your  article  "How  the  rich  get 

richer"  (Feb.  14),  you  said,  "Somebody 


renamed  GAC  as  Avatar,  apparently 
thinking  the  word  meant  'reborn.'  ii 
fact,  it  means  the  embodiment  of  \ 
god  in  human  form." 

I  am  the  "somebody"  referred  tq 
When  I  chose  the  name  "Avatar," 
was  thinking  of  the  third  definition  a 
noted  on  the  attached. 
— Kenneth  W.  Ifollenbach 
•Assisted  it  Treasurer, 
Avatar  Holdings  Inc. 
Coral  Gables,  Fla. 


[av»a»tar\av-3-,tar\  n  [SKT  avatara  descent,  fr  ava 
tarati  he  descends,  fr.  ava-  away  +  tarati  h« 
crosses  over]  1  :  the  incarnation  of  a  Hindu  deic 
(as  Vishnu)  2  a  :  an  incarnation  of  another  perso 
b  :  an  embodiment  usu  in  a  person  (as  of  a  concep 
or  philosophy)  3  :  a  variant  phase  or  version  of 
1  continuing  basic  entity   


FASB  unclear 

Sir:  The  statement  in  the  stor>| 
"Mexican  mirage"  (Numbers  Gamem 
Feb.  28)  that  the  FASB  "hasn't  ad- 
dressed the  issue"  of  U.S.  companies 
using  preferential  exchange  rates  for 
Mexican  subsidiaries  to  achieve  cer- 
tain financial  results  is  incorrect. 
Contrary  to  your  inferences,  the  mi- 
rages of  an  "instant  debt  repayment'] 
and  "income  gets  a  boost"  are  not 
permitted. 
— John  March 
Member,  FASB 
Stamford,  Conn. 

Accountants  felt  the  issue  was  not  at  all 
clear,  which  is  why,  subsequent  to  the 
stoiy,  the  FASB  came  out  with  a  Proposed 
Technical  Bulletin  concerning  exactly 
that  issue. — Ed. 


Nervous  anticipation 

Sir:  Many  of  us  management  consul- 
tants look  forward  to  our  copy  of 
Forbes  with  all  the  anticipation  of  the 
Medici  in  Florence  contemplating  Sa- 
vonarola's biweekly  visit — always  tit- 
illating but  sometimes  terminal. 
— Spencer  llayden,  CMC 
The  Spencer  Hayden  Co..  lnc 
New  York,  N.Y. 


Camel  man 

Sir:  Re:  Your  amusing  "Camels  Make 
Men  Sleep  With  Propellers"  (Fact  and 
Comment,  Mar.  14).  It  seems  only  too 
appropriate  to  depict  the  Camel  man 
out  in  the  middle  of  a  desert,  where  he 
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Jelongs.  Since  many  cigarette  smok- 
rs  die  prematurely,  he  can't  be  too 
right.  He  belongs  with  the  camels, 


'«vnt 


nt  Qj 


nimals  that  are  not  noted  for  their 
itelligence. 

■Max  Bader 
ake  Oswego,  Ore. 


ir:  Even  flipping  the  propeller  end- 
ver-end  down  the  road  would  be  bet- 
er  than  carrying  it. 

\-H.J.  Meyer 
prwalk,  Conn. 


ir:  The  reason  the  Camel  man  takes 
is  propeller  off  is  to  prevent  someone 
^|j-rom  stealing  the  plane.  I  hope  he 
idn't  lose  the  lock  washers. 
-Jordan  Cazeault 
forth  Weymouth,  Mass. 


1 
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Involuntary  sale 

ir:  I  read  your  article  about  the  con- 
emplated  liquidation  of  Franklin  Re- 
lty  (Feb.  14)  with  natural  interest 
ince  some  of  my  associates  and  I 
were  participants. 
The  shares  sold  by  the  Shareholder 
roup  to  Franklin  Realty  were  not 
;old  on  a  voluntary  basis,  but  were 
Jedeemed  by  Franklin.  The  Share- 
holder Group,  at  that  time,  viewed 
he  redemption  as  a  hurt  to  our  values 
ince  we  had  every  reason  to  believe 
hat  in  the  immediate  future  we 
ould  be  receiving  in  the  neighbor- 
lood  of  $28  per  share. 

It  was  our  view  that  the  company 
/vas  leveraging  the  other  sharehold- 
ers' values  for  a  larger  gain  by  redeem- 
ng  our  stock  [for  $24.13]. 
—Henry  Satzhauer 
Vew  York,  N.Y. 


Come  for  business* 
Stay  for  fun. 

You'll  come  to  the  Washington  Hilton  for 
our  location,  our  meeting  and  guest 
rooms,  and  most  importantly  for  our 
outstanding  reputation  among  business 
people  (backed  by  Mobil's  four  stars, 
AAA's  four  diamonds  and  Meetings  and 
Conventions'  Gold  Key).  But  you'll  stay 
for  The  Racquet  Club's  Har-Tru"  tennis 
courts,  Olympic  size  pool,  saunas,  Jacuzzis, 
and  more.  When  you've  had  enough 
business,  have  some  fun.  The  new 
Washington  Hilton  way.  Call  your  local 
Hilton  Reservation  Service  or  contact  us 
directly  at  (202)  483-3000. 

The  new 
Washington  Hilton  way. 

1919Connecticut  Ave.,  N.W.,  Washington, D.C.  20009 


KEEP  UP  WITH 
THE  DOW-JONESES. 

Find  ouf  for  yourself —every  week— where  fhe  Dow 
will  be,  80  Trading  days  in  advance.  Do  if  wifh 
fhe  same  forecasfing  program  fhat's  been  pre- 
dicting fhe  markef  accurately  for  some  20  years. 
Until  recently,  this  technology  has  been  avail 
able  to  only  a  privileged  few  investors.  But 
now,  you  can  carry  it  around  in  your  pocket. 
It's  all  yours  in  the  Market  Forecaster.™  A 
powerful,  Hewlett-Packard  HP-41  calculator 
with  a  special  forecasting  module.  Use 
the  coupon  or  the  phone  to  order.  And  do 
more  than  keep  up.  Be  months  ahead  at 
all  times. 

The  [Tlcirket  Forecaster 

William  Finnegan  Associates,  Inc. 
21235  Pacific  Coast  Highway,  Malibu,  CA  90265  (213)  456-5741 

□  Please  send  me  the  complete  Market  Forecaster  system  — HP-41CV  Calculator.  Forecaster 
Module.  Keyboard  Overlay  and  Manual  — S460. 

□  I  already  have  an  HP-41CV.  Please  send  me  the  Module,  Overlay  and  Manual  only  — S250. 

□  For  now,  please  send  me  the  Manual  only,  so  I  can  see  how  the  system  works  — S20. 

□  Cashiers  check  or  money  order  enclosed 

Charge  to  □  Visa  or  □  MasterCard  #  Expires:  ,  

Name:  Phone:  

Address:  

City:  State:  Zip:  


Please  allow  2-3  weeks  for  delivery.  California  residents:  add  6%  sales  tax. 
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When  Federal  Express  absolute 


When  the  leader  in  overnight  delivery 
needed  immediate,  accurate  communications 
for  tracking  and  delivering  the  thousands  of 
small  packages  and  documents  it  handles 
each  day,  it  turned  to  the  leader  in  satellite 
communications — American  Satellite. 

We  developed  the  largest  private  satellite 
communications  network  in  existence  today 
for  Federal  Express  which  will  help  trim  its 


yearly  long-distance  communications  costs 
by  up  to  25%. 

And  to  make  this  network  the  most 
sophisticated  commercial  satellite  service 
available  today,  American  Satellite  com- 
bines large  amounts  of  information  from  a 
variety  of  locations  into  a  single  data 
stream  for  quick,  accurate  and  economical 
communications. 


It  comes  to  this:  when  you  absolute 
positively  need  faster,  more  accurate 
communications,  talk  to  the  leader — 
Amencan  Satellite. 

For  more  information,  write  Americ; 
Satellite  Company,  1801  Research  Blvd., 
G-304,  Rockville,  MD  20850  (301)  251-83: 

Between  heaven  and  earth  there's  li 
we  can't  do. 


merican  Satellite. 

;>sitively  has  to  communicate. 


AMERICAN 
SATELLITE 
COMPANY 


American  Satellite  is  a  partnership  between  Continental  Telecom  Inc  and  Fauchild  Industnes 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  SOCIAL  SECURITY'S  HORRENDOUS  HEMORRHAGING 

isn't  effectively  staunched  by  what  the  Anemics  in  Congress  have  come  up  with, 
a  bitterer  pill  will  follow:  a  Social  Security  means  test.  If,  at  eligibility  age,  your 
resources  and  other  sources  of  income  exceed  certain  amounts,  you  don't  git. 

MORE  U.S.  FORCES  IN  LEBANON?  DEEPLY  DISTURBING 


Sending  the  present  1,200  U.S.  Marines  as  a  significant 
[demonstration  of  our  commitment  to  a  reestablished  Leb- 
anon was  one  thing — though  it  was  far  from  unanimous 
that  this  was  the  soundest  way  to  achieve  a  Mideast 
solution. 

But  to  up  the  ante,  as  is  now  being  discussed,  would  be  a 
mistake  of  potentially  dangerous  degree. 

The  present  U.S.  presence  is  a  sufficient  indication  of 
the  depth  of  our  concern  and  commitment.  Stepping  up 


U.S.  military  capabilities  would  change  the  nature  of  our 
purpose — without  providing  any  militarily  real  Might. 

U.S.  Marines  in  Lebanon  are,  in  reality,  hostages  to  both 
sides.  If  and  when  it  suits  any  contrary  purposes  of  the 
conflicting  forces,  inflammatory  "accidents"  and  inci- 
dents can  happen  in  an  instant,  and  in  some  instances  are. 

We  cannot  force  a  solution,  and  increased  U.S.  forces 
could  easily  achieve  the  opposite  of  our  intentions. 

This  is  not  the  way  to  move  a  possible  solution  forward. 


ANYBODY  WHO  THINKS  OIL  AND  COAL 

will  very  long  be  out  of  style  isn't  thinking. 

THE  TYLENOL  FALLOUT  ISN'T  ALL  GOOD 


It  took  more  than  guts  and  money  for  Johnson  &  John- 
son to  remarket  Tylenol.  It  took  good  judgment,  a  com- 
modity too  frequently  in  short  supply  among  top  manage- 
ment when  confronted  with  a  marketing  disaster — one,  in 
this  case,  not  remotely  of  their  making. 

Hundreds — nay,  thousands — die  daily  around  the  globe 
in  catastrophes  varying  from  war  to  murder,  automobile 
crashes,  fires  and  floods,  earthquakes  and  storms,  suppres- 
sion and  revolution. 

But  which  of  these  had  the  sustained,  dramatic,  panick- 
ing impact  of  the  one-by-one  seven  Tylenol  deaths  from 
capsules  cyanided  by  a  maniac? 

No  law,  no  amount  of  money,  no  mountain  of  noble 


intentions  will  ever  protect  everyone  from  the  occasional 
tolls  taken  by  the  demons  of  insanity. 

Tylenol  was  then  and  is  now  a  great  medicine — especial- 
ly invaluable  to  those  for  whom  aspirin  is  a  problem.  Now 
its  package  is  considerably  more  expensive  and  consider- 
ably harder  to  get  into. 

We'll  be  spending  an  estimated  $200  million  a  year  for 
"safe  packaging"  of  drugs,  which  of  course  won't  prevent 
any  maniac  from  cyaniding  flour  or  sugar  or  vegetables  or 
anything  else  on  the  counter. 

How  many  more  costly,  ineffective  efforts  at  seeking 
100%  safety  in  products,  services,  defense,  environment 
(working  and  living)  can  we  afford  before  we  go  broke? 
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DEAR  NETWORKS— PLEASE,  PLEASE  SPARE  US 


gavel  to  gavel  coverage  of  the  presidential  nominating 
conventions  next  year.  Come  to  think  of  it,  the  coverage 
was  pre-gavel  to  post-gavel,  an  overwhelming  percentage  of 
it  nasal  drip.  ABC's  Leonard  Goldenson  has  suggested  to 
CBS  and  NBC  that  the  three  major  networks  leave  to  Public 
Broadcasting  Service  full  exposure  of  all  that  boring  drivel 
dreamed  up  by  party  propagandists  to  fill  TV  air  time. 

For  his  suggestion,  Goldenson  deserves  anointing  as  the 
patron  saint  of  boob-tube  sanity. 

Let  the  networks  pick  and  choose  what  they  cover,  he 


proposes.  That  way  they'll  concentrate  on  who  and  what 
matters  at  those  convention  moments  (rare)  when  what  is 
being  said  or  being  done  actually  might  matter  (more  rare). 

If  neither  Party's  TV  coverage  is  going  to  be  all  over  the 
national  networks'  air  all  the  time,  delegates'll  get  more 
expeditiously  about  their  business.  Such  a  change  might 
be  rough  on  coiffeurs  and  those  who  sell  the  orchids  that 
deck  the  sashed  bosoms  of  female  Party  heavies,  but  it  will 
certainly  lift  a  load  from  their  countrymen's  eyeballs. 

Onward,  downward  with  convention  coverage! 


11  YEARS  AGO  WE  FEARLESSLY  WARNED  AWAY 


would-be  investors  of  advertising  agency  stocks: 

"People  who  buy  the  stock  of  advertising  agencies  going 
public  just  have  to  be  the  same  people  who  bet  on  Sure 
Things  at  horse  races. 

"I  can  understand  the  wisdom  of  those  agency  share- 
holders who  sell.  But  what's 
with  those  who  buy/" 

Our  self-righteousness  shone 
brightly  through  our  seeming 
self-interest.  After  all,  advertis- 
ing agencies  place  those  adver- 
tising pages  that  are  of  some 
income  consequence  to  all  in 
the  magazine  business. 

I  was  unhappily  reminded  of 
this  Quixote- like  stance  against 


—Stock- 

Increase 

Price* 

Recent 

since 

(10/24/73) 

price 

10/24/73 

BBDO  Intl 

9 

3,9  Vi 

338.9% 

John  Blair  &  Co 

5 

52% 

947.5 

Doyle  Dane  Bernbach  Intl  4% 

20% 

374.3 

Foote,  Cone  &  Belding 

IOV2 

46 

338.1 

Interpublic  Group 

8V2 

53% 

532.4 

JWT  Group 

9Va 

317/s 

249.3 

Ogilvy  &  Mather  Intl 

12V» 

47  Vi 

291.8 

Average  increase 

438.9 

Standard  &  Poor's  500 

110.27 

151.19 

37.1 

'Adjusted;  date  as  of  BBDO's  first  trading 

advertising  agency  stocks  with  this  letter  the  other  day 
from  Tom  Dillon,  former  chief  at  BBDO: 

"This  year  1983  will  mark  the  10th  anniversary  of 
BBDO  going  public,  an  event  which  coincided  with  MSF's; 
editorial  opinion  that  anyone  who  bought  advertising 

agency  stocks  was  out  of  his 
tree.  Do  you  think  a  public  cere- 
mony would  be  appropriate?" 

For  me  the  appropriate  cere- 
mony is  obviously  an  appear- 
ance in  sackcloth  and  ashes. 
Here's  a  look  at  the  record  that 
makes  my  fearless  "warning' 
turn  out  to  have  been  such  costly 
folly  for  anyone  foolish  enough 
to  have  taken  my  advice. 


ANYONE  WHO  THINKS  NEW  YORK'S  FABULOUS  MAYOR  KOCH 


might  be  contemplating  running  for  governor  again  or  for 
President  can  forget  that  hope — or  set  his  mind  at  ease, 
whichever  the  case  may  be. 

His  New  York  gubernatorial  run  was  aborted  in  major 
measure  by  yet  another  famous  (Playboy)  interview  in 
which  he  referred  to  the  lifestyle  of  those  New  Yorkers  not 
of  the  Big  Apple  variety:  "When  you  have  to  drive  20  miles 
to  buy  a  gingham  dress  or  a  Sears,  Roebuck  suit?  This  rural 
American  thing — I'm  telling  you,  it's  a  joke." 


Most  recently,  Mayor  Koch  has  pretty  well  taken  care  of 
all  the  other  cities  in  the  U.S.  with  this  observation  con- 
cerning the  bidding  to  host  the  forthcoming  Democratic 
Convention,  which  was  last  held  (1980)  in  New  York  City. 
"Once  they've  seen  Paris,  how  can  you  keep  them  down 
on  the  farm."  So  much  for  contending  Chicago,  Detroit, 
Washington  and  San  Francisco. 

Without  those  farms,  though,  it  might  be  hard  for  the 
Big  Apple's  Ed  to  be  elected  President. 


A  FLORIDA  ISLAND  WRAPPED  IN  PINK  PLASTIC 

is  artist  Chnsto's  latest  project.  Eleven  islands,  to  be  exact. 
You  may  recall  his  Running  Fence  of  24  miles,  his  Valley 
Curtain  and  like  endeavors. 

Characterizing  these  gargantuan  attention-getters  as  art 
is  debatable;  drama  perhaps,  entertainment  certainly. 

The  real  art  of  Christo  lies  in  actually  carrying  off  these 
mind-boggling  conceptual  absurdities — raising  the  huge 
sums  involved,  running  the  gamut  of  required  permissions 
and  acquiring  masses  of  volunteers. 

'Tis  the  art  of  humbug  raised  to  new  heights.  He's  the 
Barnum  of  the  bohemians. 
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ONE  QUERY  AND  TWO  SOUND 

HFrom  a  disillusioned  recent  college  graduate:  "I  gradu- 
ted  from  Princeton  University  in  1981  with  a  degree  in 
aissian-Soviet  history.  That  summer  I  spent  two  months 
n  Leningrad.  All  through  my  years  at  Princeton  I  had 
onsidered  the  Soviet  Union  a  fascinating  country,  and  I 
looked  forward  to  experiencing  it  firsthand.  Funny  thing,  I 
Uscovered  upon  getting  there  that  it  is  a  perfectly  miser- 
ble  ace,  and  I  couldn't  wait  to  get  home.  It  wasn't  until  I 
lad  lived  under  a  Communist  system  that  I  fully  appreci- 
ted  the  value  of  American  citizenship. 

"While  there,  several  of  my  fellow  students  and  I  made 
ach  other  a  promise  that,  upon  returning  to  America,  we 
vould  always  cherish  our  heritage  and  do  our  best  to  keep 
nir  country  great.  I  intend  to  keep  that  promise,  and  I  hope 
o  do  it  in  the  field  of  politics." 

HFrom  the  working  owner  of  a  restaurant  Forbes  consis- 
ently  stars:  "The  past  20  years  saw  me  through  recessions 
wice.  To  tell  you  the  truth,  I  am  far  from  despising  it, 
because  it  is  a  challenge  and  gives  a  good  opportunity  to 
heck  thoroughly  our  menus  and  cooking;  to  tighten  the 
rein  on  those  in  the  kitchen,  from  chefs  down  to  dishwash- 
rs  and  all  the  dining  room  attendants;  and  to  give  the 

TO  BE  WASN'T  OUR  CHOICE 

What  we  do  with  our  being,  is. 


COMMENTS  FROM  READERS 

personnel  incentives  to  work  out  the  ways  to  improve  on 
old  methods  and  a  host  of  other  things  we  think  we  are  too 
busy  to  bother  with  in  seemingly  good  times." 

HAnd  from  a  wondering  young  man,  these  questions:  "I 
am  Jay  Ungerland,  a  seventh-grade  student  at  Saxe  Junior 
High  School  in  New  Canaan,  Conn,  and  taking  my  first 
year  of  Latin.  I  was  wondering  if  you  had  taken  Latin.  If 
you  have,  do  you  think  that  it  helped  you?  Even  if  you 
haven't,  do  you  think  it  would  help  to  take  Latin  if 
someone  wanted  to  be  in  the  publishing  field  or  business? 
Also,  do  you  think  Latin  is  a  practical  language  to  study?" 

Yes,  I  took  Latin  at  your  age.  Would  you  believe  that  50 
years  ago  it  was  required  for  admission  to  college?  It  took 
me  3Vi  years  to  get  2  years'  credit  in  the  language — and  I 
had  to  trot  my  way  through  Mr.  Caesar's  campaigns.  A 
dead  language?  Thank  God,  yes.  A  useful  language?  Sure, 
for  those  who  know  no  other — of  which  there  are  none. 

Pedants  used  to  say  it  enabled  you  to  learn  other  lan- 
guages far  more  easily  Anybody  who  could  learn  Latin 
would  find  learning  any  other  living  tongue,  unencum- 
bered by  Latin's  intricacies,  a  breeze. 

It's  not  for  no  reason  that  Latin's  a  dead  language. 

NOBODY  CAN  MAKE  ANYBODY 

be  someone  he  or  she  doesn't  want  to  be. 


BOOKS 


Growing  Up — by  Russell  Baker 
(Congdon  &  Weed,  Inc.,  $15).  Grow- 
ing up  is  as  tough  as  growing  old, 
albeit  a  different  difficulty.  This  ear- 
ly-years autobiography  by  one  of  the 
really   wonderful   and  gentle-but- 
piercingly-perceptive  writers  of  our 
time  is  a  total  treat.  He  observes, 
"Children  rarely  want  to  know  who 
!  their  parents  were  before  they  were  parents,  and  when  age 
finally  stirs  their  curiosity  there  is  no  parent  left  to  tell 
them."  His  fortunate  grandchildren  and  theirs,  thanks  to 
this  lovely  book,  won't  have  that  problem. 

Excerpt:  Uncle  Charlie  gave  me  my  first  real  education  in 
politics.  From  him  I  first  heard  the  word  "socialism,"  a 

>  doctrine  so  evil  [he  said]  that  it  could  destroy  our  country. 

i  America  had  been  built  with  initiative  and  hard  work. 
Socialism,  he  told  me,  discouraged  hard  work  and  de- 
stroyed initiative.  And  socialism  was  what  Franklin  Roo- 
sevelt was  practicing.  .  .  .  Afterwards  I  shouldered  my 
magazines  and  trudged  off  to  work,  and  Uncle  Charlie 
poured  himself  another  cup  of  coffee,  rolled  a  new  ciga- 
rette, and  stretched  out  on  the  sofa  to  reread  The  Federal- 
ist Papers.  For  the  longest  time  I  thought  of  Republicans 
as  people  who  rose  from  twelve-hour  stretches  in  bed  to 
denounce  idlers  and  then  lie  down  with  a  good  book. 


Dint  PeaflKM  and  Sandy  Stov 


Life  Extension — by  Durk  Pearson 
and  Sandy  Shaw  (Warner  Books, 
$19.95).  No  wonder  and  thank  good- 
ness this  science-grounded,  eye- 
opening,  mind  boggier  is  a  best- 
seller. We've  all  got  a  longer  future 
than  we  think  as  a  result  of  the  star- 
tling progress  in,  and  increasing  in 
termarriage  of,  biology  and  chemis- 
try, psychology  and  medicine.  This  volume  tells  you  how 
aging  and  all  its  formerly  taken-for-granted  concomitants 
of  heart  attack,  cancer,  et  al  can  and  are  being  slowed. 

Excerpt:  When  you  eat,  pay  attention  to  your  eating!  You 
feel  full  and  stop  eating  because  your  brain  releases  CCK 
hormones.  What  you  think  and  what  you  perceive  con- 
trols this  release,  NOT  the  number  of  calories  consumed. 
Eliminate  distractions  while  you're  eating.  Turn  off  the 
TV  or  radio.  Put  down  the  newspaper.  Pay  close  attention 
to  the  aroma,  taste,  mouth  feel,  and  appearance  of  your 
food.  It's  fun!  Eat  slowly  and  deliberately.  You  will  be 
amazed  at  how  little  food  it  takes  to  fill  and  satisfy  you  if 
you  pay  very  close  attention  to  your  eating.  If  you  eat 
slowly,  you  give  your  hypothalamus  time  to  release  CCK 
and  make  you  feel  full.  If  you  wolf  your  food  down,  you 
will  consume  far  more  calories  than  are  necessary  for 
complete  satiation,  due  to  the  delay  for  CCK  release. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
a  buse  or  amuse  this  editor  s  mind.  -MSF 


Emperor  Without  Clothes 

What  emerges  from  the  attempts  to 
piece  together  a  version  of  Andropov's 
life  is  a  portrait  worthy  of  Saturday 
Night  Live:  the  head  of  the  K.G.B.  as 
one  wild  and  crazy  guy.  After  a  hard 
day  at  the  office  repressing  dissent, 
Brezhnev's  heir  spends  the  evening  at 
home,  telling  antiregime  jokes  in  flu- 
ent English  and  playing  jazz  for  dissi- 
dents. .  .  .  Some  commentators  have 
made  dark  references  to  the  Soviet 
disinformation  apparatus.  It  is  unnec- 
essary, however,  to  plumb  such 
murky  depths  for  an  explanation.  The 
excesses  that  led  to  the  invention  of  a 
media  Andropov  proceed  directly 
from  a  common  conceit  of  journalism 
that  witnesses  and  "color"  can  be 
found  for  any  great  event.  For  the 
press,  the  humbler — and  more  hon- 
est— alternative  is  to  admit  that  virtu- 
ally nothing  is  known  about  this  man 
called  Andropov.  He  stands  at  the 
head  of  Russia,  but  we  don't  even 
know  how  tall. 

— Edward  Jay  Epstein, 
New  Republic 

Job  Generators 

Entrepreneurs  are  fighting  Ameri- 
ca's only  serious  war  against  poverty. 
It  is  small  and  high-technology  busi- 
nesses that  generate  most  of  the  em- 
ployment in  America.  .  .  .  Between 
1969  and  1976  smaller  firms  created 
7.4  million  new  jobs,  nearly  4  times  as 
many  as  the  government.  A  study  for 
the  Commerce  Department  showed 
that  "young  high-technology  compa- 
nies" have  been  growing  in  employ- 
ment at  a  rate  of  40%  annually,  about 
13  times  faster  than  "mature  firms." 
In  addition,  small  firms  provide  more 
than  80%  of  the  jobs  for  young  blacks 
and  other  "disadvantaged"  citizens. 

— Wealth  and  Poverty, 
by  George  Gilder 

Japan  and  Arms 

Japan  has  as  much  at  stake  in  the 
security  of  free  democracies  as  Europe 
has  in  the  continuing  strength  of  the 
United  States.  Yet  Japan  contributes 
almost  nothing  towards  that  security. 
Increased  defense  spending  by  Japan 
would  increase  America's  ability  to 
hold  the  Russians  in  the  Far  East  and 
the  Indian  Ocean.  It  would  make  a 
bigger  contribution  still  to  Japan's 


own  security,  for  it  would  help  to 
offset  the  resentment  roused  by  its 
trading  success  combined  with  its 
free  ride  on  defense. 

— The  Economist 

*    *  * 

Japanese  rearmament  is  welcomed 
in  Washington;  independence  is  not. 
But  the  two  go  hand  in  hand. 

— Ronald  Steel,  New  York  Times 

Poor  Return 

The  Morgan  had  grossed  $44,138.75 
on  her  voyage.  .  .  .  Harpooner  Haley's 
share  was  $400.  In  the  course  of  his 
voyage,  Haley,  like  his  shipmates,  had 
asked  for  cash  advances  and  had  made 
some  purchases  from  the  ship's  slop 
chest.  Haley's  advances  and  pur- 
chases added  up  to  $200,  leaving  him 
a  total  of  $200  for  four  years  of  danger 
and  drudgery.  It  was,  Haley  said,  "a 
rather  slow  way  to  get  rich." 

— The  Whalers, 
by  A.B.C.  Whipple  &  Editors  of 
Time-Life  Books 

Never  a  Dull  Moment 

King  Hussein  has  been  dodging  Pal- 
estinian and  radical  Arab  attacks  for 
much  of  his  30-year  reign.  During  that 
time  he  has  braved  at  least  1 1  assassi- 
nation attempts,  seven  attempted 
coups  and  a  full-scale  civil  war  with 
the  Palestinian  guerrillas  in  1970. 

His  enemies  have  tried  unsuccess- 
fully to  kill  him  by  putting  acid  in  his 
nose  drops,  by  attacking  his  airplane, 


by  shelling  his  residence  while  he  was 
watching  a  movie  and  by  poisoning 
his  food.  (This  last  scheme  was  dis- 
covered only  because  the  villain, 
former  royal  aide,  left  16  dead  cats  orJ 
the  palace  grounds  by  trying  out  the 
poison  on  them.) 

— David  Ignatius 
Wall  Street  Journal 


Nothing  will  ever  be  attempt- 
ed if  all  possible  objections 
must  first  be  overcome. 

— Samuel  Johnson 
quoted  in  Life  Extension 


Presidential  Ego 

When  plans  were  made  to  establish 
a  Lyndon  Johnson  library,  an  ordei 
went  out  to  the  White  House  staff  tc 
save  every  bit  of  Johnsoniana — im 
eluding  memos,  chits  and  scribbled 
notes — for  posterity.  Bill  Moyers^ 
however,  continued  to  use  his  waste- 
basket  freely  and  was  finally  repri 
manded  by  Johnson's  personal  secre 
tary.  A  day  or  so  later  he  wenl 
around  to  her  office  and  dropped  i 
pile  of  chicken  bones  on  her  desk 
"Here's  something  else  for  the  li-l 
brary,"  he  said  solemnly, 
the  leftovers  from  the 
lunch  today." 

Johnson's  ego  was  the 
for  many  jokes  in  Washington.  [One 
tale  had  it  that  on  a  visit  to  the  LB] 
ranch,  Germany's  Ludwig  Erharc 
told  Johnson,  "I  understand  you  were 
born  in  a  log  cabin,  Mr.  President.' 
"No,  Mr.  Chancellor,  I  was  born  in  i 
manger." 

— Presidential  Anecdotes 
by  Paul  F.  Boiler  Jr 


"These  are 
President's 

inspiration 


"This  might  appeal.  It's  wrinkle-free,  wash-and-wear, 
stain-resistant,  and  bulletproof." 
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JARTRAN  PLUS 

TE 


IF  YOU  RENT  A  LOT  OF  TRUCKS  FROM  JARTRAN, 
THE  LEAST  WE  CAN  DO  IS  PAY  YOU  BACK. 


J 


Jartran  Plus 

FREQUENT  RENTER  PROGRAM 


DOLLARS 


FOR 


en  you  join  ot 
Iran  Plus  Frequent  Renter  Program, 
fcull  get  up-front  discounts  off  dut  already  competi- 
12  rates.  Every  truck  and  trailer  you  rent  earns  you 
ius  points  for  each  day  you  rent  it. 
\nd  those  bonus  points  add  up  to  quarterly  cash 
iates  for  your  company. 

\11  in  all,  you  could  save  more  than  30%.  And  you 
i  save  whether  you  rent  one  truck  occasionally.  Or  a 
of  trucks  often. 

Ne1\  keep  track  of  your  points,  whether  you  rent  in  just 
?  location  or  through  your  offices  all  across  the  country, 
d  well  send  you  a  computerized 
nthly  statement  showing  points 
rumulated  and  rebates  earned. 
The  program  runs  through  March 
1984,  so  you  have  a  full  year 
accumulate  rebates.  So  sign  up 
lay  for  Jartran  Plus. 
It's  our  way  of  proving 
it  doing  business  with 
tran  is  good  business 
you. 


Jartran 

Truck  Rental 

A  Frank  B.  Hall  Company 


JARTRAN  PLUS  FREOUENT  RENTER  PROGRAM 

Yes.  Sign  our  company  up  so  we  can  start  saving  with  discounts  and  earning  cash 
rebates.  Rush  us  Jartran  Plus  membership  cards  and  complete  details. 

Company  Name  

Address  

City  State  Zip  


Contact: 


Phone  No._ 


□  Check  here  if  your  company  spends  more  than  $1,000  a  year  on  truck  rentals. 
Jartran  may  be  able  to  save  you  even  more  money  and  pay  you  bigger  rebates. 

Please  provide  us  with  as  much  of  the  following  information  as  possible  so  we 
can  offer  you  the  Jartran  Plus  program  that  best  suits  you. 

HOW  MANY  DAYS  IN  AN  AVERAGE  YEAR  DO  YOU  RENT  TRUCKS? 

□  Less  than  10         □  10  to  19         02010  100         □  More  than  100 

HOW  MANY  TRUCKS  DO  YOU  USUALLY  RENT  AT  ONE  TIME? 

□  1-2         □  3-4         □  5  or  more 

WHAT  SiZE  VEHICLE  DO  YOU  USUALLY  RENT? 

□  12  ft.  van         □  15  ft.  van         □  18  ft.  truck         □22  ft.  truck 

□  6  x  12  ft.  trailer 

Return  to:  Jartran  Plus,  P.O.  Box  560041,  Miami,  FL  33156 
©1983,  Jartran,  Inc.  F-4-83  j 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 

March  4,  1983 


1,200,000  Shares 

Grumman  Corporation 

Common  Stock 

(par  value  $1  per  share) 


Price  $49.50  per  share 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 
Bear,  Stearns  &  Co.    The  First  Boston  Corporation    Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert     Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.       Kidder,  Peabody  &  Co.       Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb        Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated 

Prudential -Bache  L.  F.  Rothschild,  Unterberg,  Towbin 

Securities 

Shearson/American  Express  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker        Wertheim  &  Co.,  Inc.        Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


I  Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


DIAGNOSIS 

In  the  process  of  bailing  out  cash-short  borrowers,  such 
as  Brazil  and  Mexico,  the  International  Monetary  Fund  is 
inadvertently  working  at  cross  purposes  with  its  goal  of 
getting  these  countries  back  on  their  economic  feet. 

The  U.S.  has  a  vital  stake.  A  growing  proportion  of  our 
GNP  is  involved  with  international  trade;  over  30%  of  our 
exports  is  bought  by  so-called  lesser  developed  countries. 
Their  health  affects  ours. 

In  the  eyes  of  the  Fund's  technocrats,  the  be-all  and  end- 
all  of  a  nation's  health  is  its  balance  of  payments.  A  deficit 
is  bad,  a  surplus  good.  The  IMF  forces  a  borrower  to  adopt 
programs  to  curb  imports  and  boost  exports. 

There  are  a  number  of  flaws  in  this  approach,  flaws  that 
can  actually  retard  a  country's  ability  to  recuperate. 

A  major  one  is  using  the  balance  of  payments  as  the 
ultimate  test  of  how  well  a  nation  is  putting  its  house  back 
in  order.  In  its  first  120  years  of  existence,  the  U.S.  had 
perennial  trade  deficits.  But  foreigners  were  eager  to  in- 
vest. This  capital  counterbalanced  our  trade  shortfalls. 

The  IMF  doesn't  seem  able  to  distinguish  between  the 
normal  deficits  of  a  developing  country  and  those  that  are 
a  result  of  inflationary  policies.  Every  country  goes 
through  periodic  but  short-lived  financial  crises.  Fortu- 
nately for  the  U.S.,  there  was  no  IMF  in  the  19th  century  to 
put  its  economy  through  an  unnecessary  wringer.  That 
would  have  retarded  our  industrial  development. 


OF  IMF'S  Rx 

Curbing  imports  can  be  counterproductive. 

Some  imports,  like  machine  parts,  may  be  necessary  for 
boosting  exports.  Capital  that  would  be  more  efficiently 
utilized  elsewhere  is  diverted  to  "import  substitution" 
industries.  To  achieve  the  desired  belt-tightening,  coun- 
tries often  raise  taxes  that  hurt  their  productive  entrepre- 
neurs, thereby  taking  away  the  incentives  that  make 
growth  possible. 

Mexico,  for  instance,  plans  to  raise  substantially  the 
income  tax  on  so-called  high-income  earners,  which  in- 
cludes most  of  the  Mexican  middle  class. 

The  IMF  emphasis  on  reducing  imports  and  boosting 
exports  is  shortsighted.  After  all,  one  party's  trade  surplus 
is  another's  trade  deficit.  Now  that  a  significant  portion  of 
the  lesser  developed  countries  is  coming  under  this  agen- 
cy's tutelage,  the  IMF  could  be  unwittingly  encouraging 
the  kinds  of  beggar-thy-neighbor  policies  that  were  so 
destructive  during  the  1930s. 

Instead,  it  should  be  encouraging  borrower  nations  to 
permit  a  little  more  free  enterprise. 

Look  at  those  states  most  in  trouble  and  you  find  econ- 
mies  that  have  an  overly  heavy  dose  of  state  intervention 
and  planning.  It's  no  coincidence  that  borrowers  less 
heavy-handed  with  their  economies — South  Korea,  Singa- 
pore, Hong  Kong,  Taiwan — haven't  had  the  troubles  expe- 
rienced by  the  Mexicos  and  Argentinas  of  the  world. 


THE  PERILS 

Politicos  today  are  addicted  to  polling.  The  pitfalls  of 
taking  these  findings  too  literally  were  underlined  in  read- 
ing Richard  B.  Smith's  first-rate  biography,  Thomas  E. 
Dewey  and  His  Times  (Simon  &  Schuster).  The  reminder 
was  not  so  much  that  Dewey  led  the  samplings,  but  the 
reactions  pollsters  found  to  Harry  Truman's  now-legend- 
ary "give-'em-hell"  campaign. 

Truman  speeches  were  shrill,  demagogic.  By  an  over- 
whelming margin,  pollsters  found  voters  disapproved.  Re- 
lieved, the  GOP  felt  that  no  response  was  necessary. 

But  one  group  of  voters  listened  to  Truman's  message, 
even  if  they  didn't  like  his  style — the  farmer.  Grain  prices 


OF  POLLS 

that  summer  suddenly  collapsed.  Truman  told  them,  in 
effect,  "If  you  get  in  trouble,  we  Democrats  will  help  you 
out.  Those  Hoover  Republicans  will  let  you  go  broke." 

The  pitch  worked.  Farmers  voted  Democratic. 

If  Dewey  had  done  as  well  with  farmers  in  that  1948 
election  as  he  did  in  his  unsuccessful  race  against  FDR 
four  years  before,  he  would  have  beaten  Truman  handily. 

Truman  was  lucky  he  had  no  pollsters.  They  would  have 
pressured  him  to  be  more  "cool,"  less  "hot." 

Instead,  the  President  offended  the  voters  with  his  style, 
but  he  made  his  point  with  a  critical  group  of  them  and  so 
pulled  off  the  greatest  political  upset  in  American  history. 
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HOW  YOU  CAN  PROVIDE  A  SUPERIOR 
IRA  PROGRAM  WHILE  HARDLY  LIFTING  A  FINGER. 


Now  that  IRAs  are  available 
even  to  wage  earners  with  pension 
plans,  your  employees  are  proba- 
bly thinking  about  them  right  now. 

And  wondering  if  you  are  going 
to  make  available  an  IRA  program 
to  supplement  their  retirement 
income. 

Realizing  this,  Metropolitan  is 
ready  to  provide  your  employees 
with  a  program  that  lequires  mini- 
mal effort  on  your  part  and  involves 
practically  no  cost  to  you. 

It's  Metropolitan's  Metromatic 
IRA  Program. 

All  you  do  is  arrange  for  payroll 
deductions  by  your  employees. 
Metropolitan's  trained  profession- 
als will  hold  one-on-one  interviews 
with  your  employees  to  discuss 
the  benefits  provided  b;  an  IRA 


and  assist  them  in  establishing 
their  own  IRAs  for  amounts  up  to 
$2,000.  The  administrative  details 
will  be  handled  by  Metropolitan 
and,  with  your  cooperation,  the 
program  will  be  communicated  to 
your  employees. 

In  addition,  Metropolitan  will 
provide  a  sound  and  attractive 
vehicle  for  the  IRA  contributions- 
the  Flexible  Retirement  Annuity 
Contract. 

All  of  your  employees  who  are 
interested  in  providing  for  retire- 
ment on  a  tax-deferred  basis  will 
welcome  this  unusually  beneficial 
IRA  program.  It  features  an  op- 
tional provision  that  will  continue 
payments  to  the  employee's  IRA 
in  the  event  of  total  disability.  It 
has  flexible  options  which  allow  use 


of  the  IRA  to  provide  retirement 
income.  Under  this  program, 
employees  can  even  continue  their 
IRAs  should  they  leave  the 
company. 

Metropolitan,  because  of  its  vas 
financial  and  human  resources,  is 
equipped  to  serve  a  company  of 
any  size  and  in  any  location. 
Arranging  for  Metromatic  IRA  is  a 
simple  matter.  Just  contact  your 
local  Metropolitan  office  and  ask  tc 
have  a  representative  call. 

This  is  a  chance  to  make  a  favor- 
able impression  on  your  employees 
at  practically  no  cost  and  with  vir- 
tually no  effort. 


5<2  Metropolitan 

£■»  m  m*»   Insurance  I  Companies 


K;  IIBLDfSlHDSBYYOU. 


Life/Health/Auto/Home/Retirement 


1 1982  Metropolitan  Life  Insurance  G  Y  irk,  N  Y 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


For  the  first  time 

in  many  years 
pay  increases  are 
being  truly  earned 


This  time  business 
didn't  cut  just 
variable  costs; 
overhead,  too, 
felt  the  knife 


If  6%  draws  money 
from  the  moon,  what 
would  a  genuine 
7%  do? 


EVERYTHING  IS  SET  FOR  A  STRONG  PICKUP 

What's  Ahead  predicts  that  the  productivity  of  American  busi- 
ness will  rise  by  3%  to  5%  in  1983.  No  magic  here.  Because  they  have 
cut  staffs  and  cut  frills,  businesses  will  be  able  to  handle  increased 
orders  with  very  little  additional  overhead — and  that  is  what  produc- 
tivity is  all  about,  spreading  costs  over  a  bigger  volume.  The  trend  in 
unit  costs  will  be  favorable,  too.  In  the  inflationary  late  1970s,  wages, 
on  average,  rose  by  10%  annually  while  employees  worked  no  harder, 
but  now  the  arrow  points  in  the  opposite  direction:  Productivity  is 
catching  up  with  pay.  In  1982's  fourth  quarter,  wages  rose  by  just  5.5% . 
At  the  same  time,  productivity  on  an  annualized  basis  increased  by 
2.4%.  So  the  net  increase  in  unit  labor  costs  was  just  over  3% — a 
substantial  slowing  down.  Says  Harvard  economist  Hugo  Uyterhoe- 
ven,  "Unit  labor  costs  lead  to  an  underlying  inflation  rate  of  roughly 
the  same  size." 

With  relative  wage  restraint  continuing,  the  1983  increase  in  wage 
agreements  is  now  running  at  a  3.2%  rate.  Thus,  inflation  in  1983  will 
come  in  no  higher  and  probably  lower  than  that  figure.  Three  percent 
inflation!  An  immense  accomplishment.  Scarcely  three  years  ago  we 
seemed  heading  for  20%,  perhaps  even  toward  hyperinflation.  Another 
reason  inflation  will  not  be  a  problem  this  year  is  that  industry  is 
currently  running  at  only  69%  of  capacity.  That  means  there  will  be 
few  if  any  inflationary  bottlenecks  as  the  pickup  gathers  force. 

It's  a  cruel  thing  to  say,  but  recessions  do  serve  a  useful  ecological 
purpose  in  the  economy.  This  one,  being  exceptionally  severe  in 
manufacturing  industries,  led  to  moves  that,  while  unpleasant  in 
themselves,  help  promote  the  efficiency  of  the  society.  In  other  recent 
downturns,  variable-cost  employees  (hourly  workers)  were  laid  off,  but 
fixed-income  employees  (white  collar  workers)  were  kept  on  the  pay- 
roll. During  this  recession,  for  the  first  time,  hundreds  of  hard-strapped 
companies  cut  deeply  into  their  fixed  costs.  These  costs  will  stay  down 
for  a  good  while.  "Corporations  will  add  back  their  variable  costs 
[hourly  workers],"  says  Uyterhoeven,  "but  they  won't  add  back  white 
collar  workers  if  they  see  they  can  do  without." 

Add  to  this  enhanced  efficiency  such  other  factors  as  falling  energy 
prices,  the  Administration's  highly  successful  business  tax  cut  and 
lower  raw  material  and  commodity  prices,  and  you  get  the  potential  for 
a  terrific  carrythrough  to  the  corporate  bottom  line.  Corporate  profits 
for  the  year  could  be  up  as  much  as  30% .  Not  only  will  this  quickly 
produce  an  improvement  in  business  liquidity,  but  it  will  also  make 
boards  of  directors  more  willing  to  say  yes  to  capital  spending  propos- 
als, especially  productivity-enhancing  capital  spending. 

Finally,  interest  rates  are  almost  certain  to  come  down  much 
further.  Assuming  inflation  in  the  3%-to-4%  range,  U.S.  Treasury 
bonds  are  currently  showing  a  real  return  of  about  7% .  It  used  to  be  said 
that  6%  would  draw  money  from  the  moon.  What  will  7%  do — once 
people  accept  that  inflation  is  truly  going  to  stay  down? 
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The  Forbes  Index 


12-month  close-up 
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Catching  its  breath.  The  Forbes  Index  has  posted  an- 
other gain,  for  the  sixth  time  in  a  row.  Although  the 
1.6%  rise  almost  certainly  means  that  a  recovery  is  in 
the  offing  or  has  already  begun,  the  momentum  is 
slowing.  This  indicates  that  the  easy  progress  has  al- 
ready been  made. 

Industrial  production,  for  example,  increased  by  0.3% 
during  the  latest  reporting  period,  compared  with  a  1.3% 


gain  a  month  earlier.  Similarly,  housing  starts  were  up; 
3.3%  following  an  11.3%  jump  in  January.  This  is  good 
news,  even  though  cold  weather  construction  statistics1 
can  be  misleading. 

Consumers  are  not  spending  as  they  did  earlier. 
That's  because  personal  income  fell  0.1%  after  rising 
1.0%  during  the  first  month  of  the  year.  As  a  result, 
retail  store  sales  dropped  0.4%  from  the  January  level. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the  240 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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It's 

$17,000 less 
than  copiers 

in  its  class. 

4 


Is  this  a  misprint?  Is  there  a  catch? 

No.  You  can  actually  buy  the  IBM  Series  III  Copier/ 
Duplicator  Model  60  for  $17,000  less  than  comparable 
copiers?  And  you  can  either  rent  or  lease  one  at  attractive 
rates  too. 

Our  new  copier/duplicator  creates  high  quality  copies 
and  gives  you  all  these  features: 

A  semiautomatic  document  feed  for  producing  copies 
from  one  or  many  originals.  A  manual  document  feed  for 
making  copies  from  bulky  items  like  books. 

Automatic  duplexing  for  copying  on  front  and  back. 

Job  interrupt  which  allows  small  jobs  to  interrupt 
big  jobs. 


And  a  collator  that's  available  in  20-  or  40- bin  sizes. 

You  even  have  the  option  of  adding  automatic  document 
feed  or  reduction,  or  both,  at  a  later  date.  Right  in  your 
office. 

The  Model  60  performs  tasks  at  the  press  of  a  button. 
And  at  the  press  of  several  buttons,  it  can  even  combine 
tasks. 

To  arrange  for  a  free  demonstration  of  the  IBM  Series  III 
Model  60,  call  your  local  IBM  representative  or  IBM's  toll- 
free  number  listed  below. 

You  could  save  $17,000  by  deciding  on  the  IBM  Series 
III  Model  60. 

And  laugh  all  the  way  to  the  copier.  =^=.z=.  — 


Call  IBM  Direct  toll  free  at  1 800  631-5582  Ext.  7.  In  Hawaii/Alaska  1 800  526-2484  Ext.  7. 
Or  write  to  IBM,  DRM,  Dept.  ON7,  400  Parson's  Pond  Drive,  Franklin  Lakes,  NJ  07417. 

"Based  on  manufacturers'  prices  published  as  ol"12/15/82  for  plain-paper  copiers  with  reduction,  semiautomatic  document  feed  and  a  rated  speed  of  70  copies  per  minute. 


The  car  ' 

TENYEAP 


In  the  past  ten  years  alone,  no 
fewer  than  30  "exciting"  new  cars 
have  been  introduced  in  the  U.S., 
hyped,  sold  and  then  quietly 
discontinued. 

Remember  the  once-famous 
Dasher,  Fox,  Monza,  Astre,  Star- 
fire,  Versailles,  Pacer,  Monarch, 


Sunbird,  Bobcat,  Aspen,  Volare? 
Where,  oh  where,  are  they  now? 

In  that  same  ten  year  period 
Volvo  has  been  developing  a 
single,  remarkable  new  automo- 
bile. The  760  GLE. 

As  excited  as  we  were  about 
this  car,  we  weren't  about  to 


introduce  it  until  it  was  as  c 
to  perfect  as  we  could  mak 
So  prototypes  were  driv< 
total  of  two  million  miles  th 
some  of  the  most  grueling 
tions  on  earth.  They  hauled 
over  the  Alps,  plowed  throi 
snowbanks  near  the  Arctic 


TAT  TOOK 
TO  BUILD. 


te  dust  in  Australia.  They 
red  five  searing  summers  in 
evada  desert,  frequently  be- 
riven  24  hours  a  clay 
this  testing  led  to  hundreds 
sign  improvements.  And  after 
made  those  improvements, 
nproved  on  the  improve- 


ments. What  emerged  from  all  this 
is  a  car  that's  astonishing  indeed. 

The  760  GLE  is  more  aerody- 
namically  efficient  than  a  Porsche 
928,  yet  roomy  enough  for  five 
adults.  It  has  traveled  through  a 
high-speed  slalom  course  faster 
than  a  Jaguar  or  Audi. 


It  has  a  climate  control  system 
so  advanced  it  can  change  the 
interior  air  five  times  a  minute 
even  while  the  car  is  standing  still. 

The  Volvo  760  GLE.  It  took  a  long 
time  to  get  here.  But  we  wanted 
to  make  sure  that,  unlike  so  many 
cars,  once  it  got  here  it  stayed. 


The\cxm)760  GLE 

The  closest  thing  yet  to  a  perfect  car. 
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Eastern  serves  more  cities  in  the 
Americas  than  any  other  airline. 

Eastern  Airlines,  long  recognized 
as  a  leader  in  North  American  air 
travel,  now  spreads  its  wings  over 
Central  and  South  America  as  well. 
In  fact,  Eastern  flies  to  128  cities  in  22 
countries  in  North  and  South  America. 

No  matter  where  you  live  in  North 
America,  Easterns  convenient  connections 
make  it  easy  to  fly  to  South  America. 
Eastern  has  three  gateways  to  Latin 
America:  Miami,  New  York,  and  New 
Orleans.  And  we  otter  through  service  to 
many  destinations  from  Houston, 
Washington,  D.C ,  and  Los  Angeles. 

So,  it  your  travel  plans  include  Latin 
America,  fly  Eastern.  You'll  see  why,  tor  the 
past  tour  years,  more  passengers  have 
flown  Eastern  than  any  other  airline  in  the 
free  world. 


Bogota 


America's  favwrkfe  way  to  fly. 


•  La  Paz 


Santiag 
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Forbes 


The  employee  ownership  plan  at  Weirton 
Steel  is  being  greeted  with  too  much  easy 
entiment,  too  few  hard  questions. 


Who  guards  the 
public  interest? 


By  Howard  Banks 


T|he  reactions  to  the  employee 
buyout  of  Weirton  Steel  have 
been  understandable  if  predict- 
able. There  has  been  the  rah-rah  flag- 
waving  and  the  bumper  stickers  pro- 
claiming "We  can  do  it"  in  the  name 
of  parent  National  Steel's  7,000  em- 
ployees at  Weirton.  There  are  the 
amused  comments  about  Marxism 
coming  to  West  Virginia.  But  the  big 
and  serious  questions  have  been 
glossed  over  or  ignored,  questions 
about  the  nation's  taxpayers  support- 
ing not  so  much  a  steel  mill  as  a  town 
that  lives  high  off  the  hog,  and  wheth- 
er such  support  for  this  one  mill  is  fair 
i  when  there  are  many  other  struggling 
«steel  mills. 

It  is  well  understood  why  the  Weir- 
(ton  employees  will  probably  vote  to 
'buy  out  the  mill — the  U.S.'  eighth- 
|  largest  steelworks — in  an  Employee 
Stock  Ownership  Plan  (ESOP).  They 
1  have  no  choice.  National  has  in- 
i  formed  them  that  it  would  not  put 
j  substantial  new  capital  into  the  facili- 
jty.  "Weirton  is  a  one-industry  town," 
I  explains  Walter  Bish,  the  36-year-old 
j  president  of  the  Independent  Steel 
I  Union — not  part  of  the  national  Unit- 
jed  Steelworkers  Union.  "We  have  no 
I  choice  but  to  give  it  a  go." 

His  management  opposite  number 
I  on  the  joint  negotiating  committee  at 


Weirton,  Carl  Valdiserri,  executive 
vice  president  of  Weirton,  puts  it  this 
way:  "National  Steel  chose  the  cards 
and  gave  us  the  hand  to  play.  So  we 
are  playing  it  for  all  we  are  worth." 

But  is  the  effort  realistic  as  a  busi- 
ness venture?  Weirton  is  badly  placed 
when  it  comes  to  its  main  products, 
tinplate  for  cans  and  sheet  for  the  car 


industry.  Over  half  its  output  (a  total 
of  1.6  million  tons  last  year)  is  in 
tinplate — of  acknowledged  high  qual- 
ity and  liked  by  its  customers.  But  the 
tinplate  market  has  declined  dramati- 
cally over  the  past  ten  years  and  is 
expected  to  go  down  another  2%  to 
3%  a  year  over  the  coming  five  years. 
Aluminum  cans  already  have  90%  of 
the  beer  market  and  75%  of  soft 
drinks,  while  aluminum  foil-lined 
cartons  are  taking  over  other  packag- 
ing markets.  The  Weirton  people 
hope  to  halt  this  slide  in  market 
share.  But  Weirton  is  too  small  to  do 
this  by  price-cutting.  It  will  have  to 
depend  on  the  kindness  of  customers, 
who,  says  Valdisseri,  "want  us  in  op- 
eration to  keep  the  others  honest." 

One  of  Weirton's  secrets  is  that  it  is 
based  on  a  highly  automated,  but  by 
today's  standards  narrow,  48-inch 
mill.  This  narrow  width  ensures  rigid- 
ity and  therefore  prized  flatness  for 
the  declining  tinplate  market,  but 
leaves  the  mill  at  a  major  disadvan- 
tage when  supplying  its  other  main 
customer,  the  car  market.  Car  bodies 
are  made  from  wider  sheet  these  days. 
Neither  of  Weirton's  main  products, 


Main  Street,  Weirton,  the  mill's  ventilators  in  background 
If  an  ESOP  saves  this  town,  will  other  towns  suffer? 
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cans  and  cars,  is  high-growth.  Before 
the  new  Weirton  can  get  a  high- 
growth  product,  it  will  have  to  invest 
heavily — in  a  new  form  of  galvanized 
sheet  for  cars,  say,  or  a  new  desulfuri- 
zation  process  to  improve  the  quality 
of  its  steel. 

The  Weirton  co-op  will  have  to 
raise  $400  million  to  $500  million  for 
urgently  needed  capital  spending  over 
the  coming  five  years.  That  was  the 
bill  that  turned  off  National.  The 
plant  has  been  marginally  profitable, 
the  parent  says  in  its  1982  annual 
report,  but  not  enough  to  cover  its 
investment  needs.  Immediate  re- 
quirements are  $50  million  to  $75 
million  to  meet  EPA  rules,  $35  mil- 
lion to  clean  up  water  effluents.  Then 
there  will  have  to  be  a  relining  job 
($17  million)  on  one  of  the  four  blast 
furnaces  and  a  major  rebuild  of  an- 
other. The  mill  also  needs  a  second 
continuous  casting  machine  and  new 
coking  ovens.  Thus  there  remains  a 
real  question  whether  the  new  em- 
ployee-owned plant  will  be  anything 
more  than  marginally  profitable  and 
kept  alive  by  taxpayer  subsidy  plus 
indirect  support  from  National  Steel. 

Faced  with  closure  costs  approach- 
ing $800  million  (through  pension  lia- 
bilities and  severance  payments), 
Pittsburgh-based  National  Steel  has 
agreed  to  accept  lots  of  paper.  Under 
the  ESOP,  Weirton  will  pay  $66  mil- 
lion for  the  mill  and  equipment,  about 
22%  of  depreciated  book  value.  Pay- 
ments of  principal  will  run  from  the 
sixth  to  the  fifteenth  years,  and  no 
interest  will  be  paid  until  the  new 
company  has  a  net  worth  of  $100  mil- 
lion, which  it  anticipates  will  occur  in 
1985.  National  Steel  will  get  roughly 
$200  million  for  current  assets,  such 
as  inventories,  $75  million  down  and 
the  remainder  spread  forward  up  to  28 
years. 

National  also  will  maintain  exist- 
ing pension  liabilities,  which  will  be 
vested  whether  the  worker  has  com- 
pleted ten  years  or  not.  In  addition, 
National  will  be  liable  for  all  future 
pensions  over  the  five  years  after  a 
takeover,  including  a  special  $400-a- 
month  supplement  written  into  the 
present,  highly  generous  labor  agree- 
ment with  the  independent  union 
should  there  be  any  large-scale  clo- 
sures at  the  mill. 

Creating  an  ESOP  is  the  key  to 
making  the  new  Weirton  work.  These 
plans,  set  up  by  Congress  in  1978, 
allow  the  worker-owned  company  to 
issue  stock  in  a  trust,  which  can  then 
be  used  as  collateral  for  loans.  Most  of 
the  principal  payments  into  the  trust, 
as  well  as  interest  payments  on  the 
borrowings,  are  tax-deductible. 


The  new  worker-owners'  contribu- 
tion will  take  the  form  of  a  32%  cut  in 
their  current  pay.  This  pay  reduction, 
under  ESOP  rules,  is  said  to  "gener- 
ate" roughly  $128  million  a  year  as 
equity  capital  in  the  trust.  The  pay 
cut  is  designed  to  help  fill  a  $1.7  bil- 
lion cash-flow  gap  over  the  coming 
ten  years,  and  it  should  cut  the  mill's 
total  operating  costs  by  just  over  11%. 

There  is  plenty  of  room  for  pay  cuts. 
Over  the  years,  because  there  was  an 
independent  union  and  no  strikes  (the 
last  was  in  1933),  management  and 
workers  paid  themselves  highly.  La- 
bor costs  at  Weirton,  including  bene- 
fits, now  total  $27.60  an  hour,  12% 
above  the  pre-giveback  steel  industry 
average  of  $24.70  an  hour.  An  annual 
take  of  $30,000  is  common  at  Weir- 
ton, especially  with  a  deal  that  dou- 
bles up  on  the  overtime  premium. 
And  some  workers,  such  as  those  con- 
trolling the  rolling  mills  or  scarfing 
the  slabs  (cleaning  them  of  defects 


Over  the  years,  management 
and  workers  paid  them- 
selves highly.  Labor  costs 
at  Weirton,  including  bene- 
fits, now  total  $27.60  an 
hour,  12%  above  the  pre- 
giveback  steel  industry  av- 
erage of  $24.70  an  hour. 


before  rolling),  can  get  as  much  as 
$65,000  to  $67,000  a  year,  according 
to  Valdiserri. 

Which  accounts  for  the  apparent 
absence  of  the  kind  of  economic 
blight  one  might  expect  to  see  in  an 
area  with  16% -plus  local  unemploy- 
ment. The  cars  are  mostly  new,  the 
supermarket  shelves  as  well-stocked 
as  those  in,  say,  the  suburbs  of  Wash- 
ington, D.C.  (a  most  recession-proof 
area)  and  the  bars  and  restaurants  are 
well  patronized.  "Only  3  of  our  600 
mortgages  are  delinquent,"  says  Hen- 
ry Schmalstieg,  president  of  the  First 
National  Bank  of  Weirton.  And  the 
proprietor  of  one  of  the  local  eating 
spots,  the  Anchor  Room,  says  busi- 
ness is  down  only  about  10%. 

Which  perhaps  helps  explain  the 
extraordinary  local  effort  to  sustain 
the  largest  employer  in  West  Virginia. 
(The  area  in  1980  had  the  fourth-high- 
est average  pay  in  the  country,  after 
Anchorage,  Alaska  and  Flint  and  De- 
troit, Mich.)  Everybody  who  has  any- 
thing to  do  with  the  steclworkers, 
even  indirectly,  is  well  paid.  The 
grounds  around  Weirton  Steel's  office 
building  (discreetly  high  on  a  hill 
away  from  the  grime  of  the  mill)  are 
manicured  and  the  shrubs  expertly 


pruned  by  workers  getting  the  sam 
average  $27.60  hourly  compensatioj 
as  the  millworkers.  lust  as  do  the  me 
cleaning  the  windows,  even  thougj 
that  job  is  contracted  out.  "Yes,"  ac 
knowledges  Valdiserri,  "we  hav 
some  [educational]  work  to  do." 

One  of  the  first  areas  needing  "edi 
cation"  will  be  business  decisions,  ej 
pecially  those  that  might  cut  jobi 
The  signs  already  are  not  good.  "Doe 
any  employee-owned  company  vot) 
for  pure  business  decisions  [meaninl 
those  that  cut  jobs)?"  asks  Walte 
Bish.  "We  will  let  you  know  how  w 
got  on  in  a  couple  of  years." 

The  management  side  of  the  pre 
posed  new  company  tried  to  demorj 
strate  that  things  like  the  pay  cu[ 
were  serious  and  needed  by  cuttiru 
427  white-collar  jobs  (managers  an| 
clerks).  "There  is  overmanning  al 
through,"  concedes  Valdiserri,  but  i 
is  worst  among  the  support  staff.  Nev, 
ertheless,  his  business  plan,  now  bet 
ing  toted  around  to  the  banks  by  thi 
joint  committee's  financial  advise^ 
Lazard  Freres,  already  contains  on 
distortion  aimed  at  pleasing  the  unioj 
side.  Valdiserri  hopes  that  attritioi 
will  take  care  of  many  of  the  3,00i 
now  laid  off  at  Weirton,  and  the  cap 
ital  program  (such  as  relining  a  bias) 
furnace)  will  take  back  around  600 
But  the  plan  places  the  new  cokinj 
ovens  much  higher  than  strictly  nec 
essary  in  the  list  of  needed  invest 
ments — because  it  will  create  jobs. 

Looked  at  coldly  rather  thai 
through  mists  of  sentiment — sympa 
thy  for  working  men  or  enthusiasn 
for  the  principle  of  worker  owner 
ship — there  is  a  serious  questioi 
whether  Weirton's  ESOP  should  b 
encouraged.  Aside  from  the  tax  subsi 
dies  of  the  ESOP,  there  is  the  questioi 
of  fairness  to  other  steel  companie 
still  operating  under  market  rules. 

No  rival  steelman  will  address  th 
subject  publicl  though  some  wil 
privately.  Whi  many  of  them  ar 
making  painfu  decisions,  such  a 
Bethlehem  Steel's  to  close  two  of  it 
tinplate  lines  and  push  the  work  int 
its  two  remaining  ones,  Weirton  i 
being  helped  to  re-form  as  a  mor 
competitive  rival. 

"I've  thought  about  that  a  lot,"  say 
Valdiserri.  If  the  shoe  were  on  th 
other  foot,  he  says,  he  would  screari 
and  holler,  but  be  knows  that  in  tc 
day's  climate  (where  even  Presiden 
Reagan  has  talked  about  encouragin 
a  wider  ownership  of  capital)  it  woul< 
do  no  good.  Then  he  goes  on  to  ques 
turn  whether  any  company  in  stee 
can  afford  to  pay  both  workers  an 
shareholders:  "In  such  a  capital-inter 
sive  business,  facing  hostile  worl 
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competition,  I  am  not  sure  how  the 
U.S.  market  can  be  satisfied  by  a  com- 
pany paying  workers  U.S.  wages  and 
benefits  and  also  satisfying  the  stock- 
holders." The  ESOP  is  an  attempt  to 
combine  the  financial  interest  of 
worker  and  shareholder. 


Where  tradition  runs  as  strongly  as 
it  does  at  Weirton  (boys  went  to  their 
high  school  graduation  with  their 
lunch  pails  packed,  ready  to  start 
work  at  the  mill,  the  locals  claim), 
fighting  to  keep  the  town's  main  em- 
ployer going  makes  local  sense.  But 


questions  have  to  be  raised  when  state 
aid  will  simply  transfer  unemploy- 
ment somewhere  else  in  the  time  it 
takes  for  the  new  Weirton  to  die. 
There  are  trade  laws  to  stop  that  sort 
of  thing  when  it  is  another  country 
doing  the  aiding  and  abetting.  ■ 


By  Richard  L.  Stern 

A year  ago,  when  it  was  riding 
high,  Baldwin-United  Corp., 
i  the  old  piano  maker  turned 
dazzling  financial  services  conglom- 
erate, reported  audited  financial  re- 
sults for  the  previous  year  on  Mar.  10. 
As  this  article  is  written  (Mar.  22, 
1983),  Baldwin-United  has  yet  to  re- 
lease even  unaudited  figures  for  1982. 
Inevitably,  with  Baldwin-United  no 
longer  riding  quite  so  high — indeed, 
having  come  under  anxious  scrutiny 
by  not  only  financial  analysts  but  by 
various  state  insurance  regulators  as 
well — Baldwin  Chairman  Morley 
Thompson's  delay  in  reporting  finan- 
cial results  for  1982  is  causing  consid- 
erable speculation. 

Observers  expect  Thompson  to  re- 
port on  1982  no  earlier  than  Apr.  1. 
And  when  he  does,  so  Byzantine  are 
the  affairs  of  the  company,  even  the 
most  skeptical  among  them  would  not 
be  surprised  to  hear  Thompson  an- 
nouncing an  improvement  in  the  com- 
pany's reported  earnings.  It  is  a  sign  of 
the  company's  complexity,  and  a  com- 
ment, too,  on  the  ingenuity  with 
which  generally  accepted  accounting 
principles  can  be  applied,  that  Bald- 
win-United's  reported  earnings,  even 
if  they  exceed  1981's  reported  $85.5 
million  to  set  a  company  record,  will 
not  wholly  reassure  Wall  Street  that 
the  company  can  cope  with  its  im- 
mense financial  burdens. 

Thompson's  credibility  problems, 
analyzed  in  detail  recently  in  these 
pages  (Dec.  20, 1982),  are  many.  Under 
scrutiny  by  analysts,  by  state  insur- 
ance regulators  or  by  the  Securities  & 
Exchange  Commission  are,  among 
other  things,  the  manner  in  which 
Thompson  books  the  underwriting 
profits  of  Various  subsidiaries,  the 
manner  in  which  he  amortizes  selling 
costs  and  the  number  and  magnitude 
of  certain  intracompany  transactions. 

The  net  of  these  uncertainties  is 
that  Baldwin-United  appears  to  be — 
whatever  its  reported  earnings — in  a 
serious  cash  bind.  So,  near  the  top  of 
Thompson's  pile  of  woes  is  the  prob- 
lem of  paying  the  interest  on  Baldwin- 
United's  total  debt  of  $1.6  billion. 
Some  $541  million  of  that  took  the 
form  of  bridge  loans  to  help  Morley 
Thompson   take   over   MGIC,  the 


You  already  know  about  Baldwin-United 's 
heavy  debt  burden.  Now  consider  the  other 
strains  on  Morley^  Thompsons  cash. 


Name  that  tune 


Morley  Ujompson  of  Baldwin-United 
A  case  of  reverse  leverage? 
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mortgage  reinsurance  outfit  whose 
acquisition  helped  spark  great  excite- 
ment in  Wall  Street  and,  of  course,  in 
the  press.  The  banks  holding  the  larg- 
est pieces  of  that  bridge  loan,  Forbes 
has  learned,  are: 

Bankers  Trust  $97.3  million 

Continental  111  97.3  million 

Manufacturers  Hanr  97.3  million 

Chemical  Bank  73.8  million 

Crocker  48.6  million 

Mellon  48.6  million 

Midland  48.6  million 

Bank  of  New  York  29.2  million 

Forbes  has  estimated  that  Baldwin- 
United  needs  something  over  $150 
million  a  year  just  to  meet  its  debt 
service.  Last  year  Thompson  repeat- 
edly promised  to  pay  off  his  bridge 
loans  but  was  unable  to  do  so.  These 
banks,  presumably,  are  among  those 
most  anxious  to  get  a  look  at  the  next 
annual  report. 

Beyond  the  debt  burden  as  such  is 
the  apparent,  and  apparently  serious, 
slowdown  in  sales  of  single  premium 
deferred  annuities,  the  "SPDAs,"  un- 
til recently  a  very  hot  product  indeed 
for  Baldwin's  insurance  subsidiaries. 
It  was  chiefly  due  to  the  insurance 
subsidiaries,  and  especially  sales  of 
SPDAs,  that  Baldwin  showed  a  con- 
solidated profit  of  $106  million 
through  the  first  nine  months  of  1982 
(while  the  rest  of  the  company 
seemed  to  have  lost  nearly  $16  mil- 
lion). Through  1982,  sales  of  SPDAs 
averaged  some  $3 1  million  per  week, 
a  total  of  $1.6  billion  for  the  year, 
with  the  company  cheerfully  issuing 
weekly  reports  as  it  rolled  along. 
There  came  a  weekly  report  earlier 
this  year,  however,  that  showed  re- 
demptions of  old  SPDA  plans  exceed- 
ing sales  of  new  plans,  $3.8  million  to 
$3.6  million,  and  the  weekly  reports 
suddenly  stopped  coming.  Some  of 
the  biggest  sellers  of  SPDAs,  includ- 
ing Prudential  Bache  and  Smith  Bar- 
ney, Harris  Upham,  let  it  be  known 
they  were  "de-emphasizing"  the  sale 
of  the  once-hot  SPDAs,  or  had  stopped 
selling  them  altogether. 

The  impact  of  the  slowdown  in 
SPDA  sales  is  reverse  leverage  with  a 
vengeance.  Morley  Thompson  had 
been  booking  in  the  first  year  a  per- 
centage of  income  Baldwin  was  to  re- 
alize through  the  entire  ten  years  of 
an  SPDA.  But  at  the  same  time  he  was 
spreading  out  over  ten  years  the  cost 
of  selling  the  plan— chiefly  the  4%  or 
5%  in  broker  commissions.  So,  as 
sales  decline,  the  front-end  booking  of 
profits  stops,  but  the  acquisition  costs 
go  on  for  years.  The  result  could  turn 
paper  profits  into  sizable  real  dollar 
losses  almost  overnight. 

In  Arkansas  alone,  Thompson  has 


problems  enough  to  employ  several 
platoons  of  lawyers.  Late  last  year  reg- 
ulators there  had  already  downgraded 
the  value  of  the  portfolio  of  his  Bal- 
unit  subsidiary,  through  which  he 
owns  MGIC,  thereby  forcing  Thomp- 
son to  come  up  with  more  than  $120 
million  in  assets  to  stave  off  technical 
insolvency.  Now  Thompson  has 
forced  them  to  look  again,  skeptical- 
ly, at  Balunit's  assets.  On  Jan.  31, 
Baldwin  notified  state  authorities 
that,  subject  to  the  approval  of  the 
Securities  Valuation  Office,  an  agency 
supported  by  the  states  that  appraises 
securities  for  state  regulators,  it  is  in- 
creasing the  value  of  Balunit  stock 
from  $129,256  to  $169,000  per  share. 
In  theory,  that  should  mean  that  Bal- 
unit is  worth  more  than  the  last  time 
it  was  evaluated.  In  fact,  the  earning 
power  of  Balunit's  only  significant  as- 
set, the  MGIC  subsidiary,  has  been 
under  pressure  because  of  the  housing 
market's  recent  troubles. 

If  all  that  were  not  enough,  there  is 
yet  one  other  matter  pending  in  Ar- 
kansas that  will  require  still  more 


cash  to  resolve.  It  will  also  prove  a 
considerable  personal  embarrassment 
to  Morley  Thompson,  who  enjoys  the 
reputation  of  being  a  certified  "tax 
genius."  A  key  element  in  Thomp- 
son's ambitions  for  Baldwin-United 
was  his  adroit  use  of  subsidiaries  as 
cash  cows — he  would  take  the  cash 
they  took  in,  especially  the  ones  sell- 
ing SPDAs,  and  in  return  give  them 
securities  of  one  kind  or  another  from 
other  subsidiaries.  It  now  turns  out 
that,  as  a  result  of  considerable  intra- 
company  deals  of  that  kind  involving 
its  NILIC  (National  Investors  Life) 
subsidiary,  Baldwin-United  recently 
acknowledged  to  Arkansas  authori- 
ties that  it  was  headed  for  a  tax  liabil- 
ity it  hadn't  counted  on.  As  a  result, 
NILIC's  counsel  informed  authori- 
ties, "NILIC  would  incur  a  substan- 
tial reduction  in  its  surplus."  One  tax 
authority  familiar  with  the  problem 
speculated  that  it  might  ultimately 
cost  the  company  over  $30  million. 

One  way  and  another,  Morley 
Thompson  has  his  work  cut  out  for 
him.  ■ 


The  government  may  not  want  to  ac- 
knowledge it,  but  it  looks  as  if  leaded 
gasoline  is  back  in  fashion. 


EPA's  next 
hot  potato 


By  Carol  E.  Curtis 


A man  in  a  late-model  car,  one 
sporting  the  words  "unleaded 
»  gasoline  only,"  pulls  up  to  a 
self-service  gas  station  and  creates  a 
big  problem  for  the  EPA.  He  fits  a 
plastic  adapter  on  the  nozzle  of  the 
regular  gas  pump  at  the  station,  and 
fills  up  his  tank  with  leaded  gasoline 
at  a  savings  of  up  to  50c  per  gallon. 

What  the  driver  is  doing  is  not  il- 
legal. But  it  is  hardly  what  the  Envi- 
ronmental Protection  Agency  had  in 
mind  ten  years  ago,  when  it  sought  to 
phase  out  the  lead  in  gasoline  by  re- 
quiring that  all  cars  made  after  1974 
burn  unleaded  fuel  only.  It  is  not  clear 


what,  if  anything,  the  EPA  will — or 
can — do  about  it. 

Noble  the  EPA's  rule  may  have 
been,  but  it  has  a  serious  flaw.  It  puts 
the  burden  of  enforcement  on  the  ser- 
vice station  dealer.  In  1973  virtually 
all  gasoline  was  pumped  by  a  service 
station  attendant.  Now,  over  70%  is 
sold  self-service  nationwide. 

With  the  widening  spread  between 
the  prices  of  different  grades,  motor- 
ists are  looking  at  the  premium  price 
for  unleaded,  and  deciding  that  it  isn't 
worth  it. 

If  regular  gasoline  is  put  into  the 
tank  of  a  car  that  is  supposed  to  take 
unleaded,  it  not  only  does  not  hurt  the 
engine,  the  car  actually  runs  better 
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Full  Service 


Regular  ( left )  and  unleaded  premium  prices  in  College  Park.  Md. 
With  such  a  price  spread,  who  cares  about  pollution? 


because  regular  gasoline  is  two  points 
higher  in  octane.  But  it  damages  the 
car's  catalytic  converter,  the  device 
that  makes  the  engine  clean-burning. 
That  apparently  doesn't  bother  cost- 
conscious  motorists,  even  in  places 
where  converters  are  inspected  regu- 
larly. When  such  things  as  discounts 
for  cash  and  self-service  are  taken  into 
account,  a  buyer  can  pay  as  little  as  95 
cents  a  gallon  or  as  much  as  $1.45  a 
gallon.  Nationwide,  the  average  dif- 
ference between  leaded  and  unleaded 
is  about  18  cents,  and  that's  more 
than  enough.  "The  price  is  what 
counts,"  says  Victor  Rasheed  of  the 
Service  Station  Dealers  of  America,  a 
Washington-based  lobby.  "With  such 
unbelievable  spreads,  civil  disobedi- 
ence is  becoming  the  rule." 

Rasheed  estimates  that  about  20% 
of  all  motorists  are  putting  leaded  gas 
into  autos  designed  to  burn  unleaded. 
To  get  around  the  different  nozzle 
size,  he  says,  a  driver  simply  buys  a 
40-cent  plastic  adapter  for  the  fill 
pipe,  and  knocks  out  the  unleaded 
restricting  plate  with  a  screwdriver. 


By  Paul  Bornstein 

F|or  Tandy,  the  retailer  of  con- 
sumer electronics,  the  path  of 
growth  has  been  spectacularly 
steep  but  far  from  smooth.  There  have 
been  poor  years,  too.  Like  the  CB  ra- 
dio bust  in  1977-78.  Is  Tandy  in  for 
another  jolt? 

A  close  follower  of  cash  flow  trends 
is  analyst  Paul  Pappadio  of  Capital 
Flow  Trends,  a  service  of  Purcell,  Gra- 
ham &  Co.  He  defines  "operational 
cash  flow"  as  net  income  plus  depre- 
ciation and  changes  in  working  cap- 
ital, less  dividends  and  investment  in 
property,  plant  and  equipment,  and 
debt.  Essentially  it's  the  cash,  if  any, 


Why  does  unleaded  cost  so  much 
more  anyway?  For  one  thing,  it  re- 
quires more  refining  steps  and  so  is 
more  expensive  to  produce.  For  an- 
other, many  dealers  are  under  heavy 
oil-company  pressure  to  increase  vol- 
ume (or  possibly  lose  delivery  rights) 
and  so  are  selling  leaded  gasoline 
cheap,  in  some  cases  5  cents  or  more  a 
gallon  below  cost. 

At  the  same  time,  different  prices 
for  cash  and  self-service  have  created 
such  a  bewildering  array  that  cost- 
conscious  motorists  just  focus  on  the 


the  company  has  left  at  year's  end. 
This  highly  significant  measure  of  li- 
quidity often  gets  overlooked  in  the 
general  fascination  with  reported 
earnings  per  share. 

The  last  time  Tandy  dipped  was  in 
the  CB  debacle  following  the  years 
1975  through  1977.  As  consumers 
stampeded  to  get  the  chance  to  say 
"breaker  one  nine,"  Tandy  saw  its  net 
income  rise  from  $26.8  million  in 
1975  to  $69  million  in  1977,  a  157% 
increase.  Its  stock  price,  adjusted  for 
numerous  subsequent  splits,  rose 
from  about  %  to  about  6.  Operational 
cash  flow  was  positive  and  rising 
throughout  (see  chart,  p. 44).  It  moved 
up  quickly  from  1975  to  1976,  hitting 


cheapest  way  to  fill  up  their  tanks. 

Rasheed  raises  a  thorny  question 
for  the  EPA.  Billions  have  been  spent, 
he  points  out,  to  develop  and  market 
unleaded  fuel  and  to  design  cars  that 
can  burn  it.  There  has  been  a  big  sacri- 
fice in  fuel  efficiency,  for,  without 
emission  equipment,  cars  get  much 
better  gasoline  mileage.  But  do  you 
put  a  cop  at  every  gas  pump?  "This  is 
almost  like  saying  the  whole  damn 
thing  was  a  futile  investment,"  Ra- 
sheed says. 

Over  to  you,  Bill  Ruckelshaus.  ■ 


almost  $50  million. 

However,  Tandy's  OCF  suddenly 
fell  almost  as  fast  as  it  had  risen,  down 
to  a  negative  $30  million  in  1977.  For  a 
while,  the  stock  was  still  riding  high, 
but  ended  by  losing  a  full  half  of  its 
market  value.  The  trend  of  operational 
cash  flow  had  foretold  the  drop. 

Now  Tandy  is  on  a  much  more  sol- 
id base  and  on  a  much  grander  scale. 
In  August  1977  Tandy  was  one  of  the 
first  in  the  field  in  microcomputers. 
With  minimal  competition  and  a 
wide  marketing  and  distribution  net- 
work, Tandy  was  hugely  successful. 
Net  income  rose  from  $66.1  million 
in  1978  to  $254.1  million  in  the  12 
months  ending  December  1982.  The 
stock  went  from  a  low  of  33A  in  1978 
to  60%  in  December  1982. 

And  what  of  operational  cash  flow? 
Very  positive  in  1979,  1980  and  1981, 
mainly  from  computer  sales.  It  rose  to 
about  $70  million  in  1980  and  settled 
back  slightly  in  1981,  to  around  $60 
million.  But  in  the  four  quarters  end- 
ing September  1982,  Tandy's  OCF 
suddenly  fell  to  a  record  low  of  minus 
$78.5  million,  and  was  still  extremely 
negative  for  the  four  quarters  ending 
December  1982  (see  chart). 

Why?  According  to  Paul  Pappadio, 
the  trend  is  negative  because  of  great 
additions  to  inventory.  For  the  first 
time,  the  buildup  of  computer  inven- 
tories is  outrunning  even  Tandy's 
continuing  increase  in  sales.  Garland 
Asher,  Tandy  financial  officer  argues 
that  converting  cash  into  inventory 


Everyone  wants  into  small  computers. 
Where  does  that  leave  Tandy,  the  pioneer 
retailer?  Under  attack  but  still  going  strong. 

Can  Tandy  stay 
on  top? 
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where  it  can  earn  a  better  return  is  the 
best  strategy.  After  all,  he  says,  in 
1982  Tandy's  aftertax  return  on  non- 
cash assets  was  25.4%,  up  from  19.6% 
in  December  1980.  He  has  an  excel- 
lent point. 

Following  founder  Charles  Tandy's 
philosophy  ("You  can't  sell  from  an 
empty  wagon"),  Asher  argues  the  high 
inventories  explain  why  Tandy's  sales 
are  doing  so  well:  Customers  are  never 
confronted  with  empty  shelves  or  long 
delivery  time.  Charles  Tandy  was  one 
of  the  great  retailers  of  all  time. 

It  is  true,  of  course,  that  Tandy  is 
facing  competition  as  never  before. 
Not  only  from  IBM  and  Apple,  but 
from  hordes  of  newcomers.  Although 
it  has  continued  to  improve  its  color 
computer  (from  4K  to  16K)  and  to 
lower  its  price  (currently  $299),  the 
machine  is  currently  relatively  expen- 
sive. Texas  Instruments,  for  instance, 
starts  its  16K  computers  at  $150. 

Tandy's  stores  blanket  the  nation, 
but  competitive  outlets  are  popping 
up  like  spring  flowers  after  a  warm 
rain.  By  the  end  of  this  year  there  will 
be  some  6,100  computer  stores  com- 
peting with  Tandy  stores.  Of  Tandy's 
8,800  worldwide  stores,  just  500  are 
pure  computer  stores  and  675  others 
stock  computers.  There  are  more  than 
100  competing  manufacturers  of  mi- 
crocomputers, turning  out  machines 
by  the  millions  for  those  competing 
stores. 

Tandy  will  have  to  cope  with  a  ma- 
jor shift  in  the  market.  "The  next 
super  growth  area  in  the  computer 
field  will  be  the  small  business  mar- 
ket [$5,000  to  $30,000  computers]," 
says  Dave  Crockett,  senior  vice  presi- 
dent of  Dataquest,  a  Cupertino,  Calif, 
consulting  firm.  In  1982  Tandy  was 
number  two  in  this  market,  with  a 
17%  share.  (IBM  is  number  one,  with 


a  25%  share.)  That  might  be  a  surprise 
to  many  who  feel  Tandy  has  a  "hobby 
image,"  but  it  shows  what  being  there 
first  can  do  for  a  company.  But  to 
continue  to  make  a  mark  in  this  mar- 
ket, says  Crockett,  Tandy  can  no 
longer  depend  on  its  excellent  retail 
network  but  will  also  need  a  sharp 
professional  image  and  a  good  direct- 
sales  force  with  polished  presenta- 
tions: "All  the  big  names  are  coming 
in,  like  NCR,  Hewlett-Packard,  Digi- 
tal, Texas  Instruments  and  Wang." 


By  Barbara  Ettorre 

T|he  New  York  Stock  Exchange 
seems  to  have  hit  on  a  winning 
formula  for  pulling  out  of  the 
irons  its  laboring,  two-bit  entry  in 
commodities  trading,  the  New  York 
Futures  Exchange.  Like  some  over- 
aged  Pied  Piper,  the  august  Big  Board 


Along  with  their  names,  these  compa- 
nies will  bring  direct-sales  forces  and 
potential  links  with  the  bigger  ma- 
chines a  large-  or  medium-size  busi- 
ness might  already  have  installed. 

What  about  home  computers?  In 
the  under-$l,000  class,  the  competi- 
tion has  heated  up.  In  this  class,  Com- 
modore took  the  lead  in  1982,  with  a 
26%  share.  Tandy  had  7%,  placing  a 
fifth  in  the  competition.  Apple  leads 
the  overall  personal  computer  market 
($1,000  to  $5,000)  with  a  24%  show- 
ing, vs.  10%  for  Tandy,  giving  Tandy  a 
number  four  spot.  Crockett  notes, 
"The  rest  of  the  world  is  closing  in  on 
Tandy." 

Maybe  so.  But  Tandy  is  not  sitting 
idle.  Six  new  products  are  coming  out 
this  year.  Especially  impressive  are 
the  Model  12,  which  is  an  upgrade  of 
the  Model  II,  with  more  database  stor- 
age, and  a  Micro  Executive  Work  Sta- 
tion. The  company  is  well  positioned 
to  enter  yet  another  spectacular 
growth  area,  especially  for  small  busi- 
nesses— telecommunications. 

Of  course,  any  stock  selling  at  23 
times  earnings — as  Tandy  currently 
is — must  be  considered  vulnerable  to 
setbacks.  But  there  is  no  real  evidence 
that  Tandy  is  slipping.  The  inventory 
buildup?  As  a  lot  of  retailers  found  to 
their  cost  last  Christmas,  you  can't 
sell  goods  you  haven't  got.B 


has  succeeded  in  luring  dozens  of 
youngsters  in  their  20s  and  30s  to  the 
pits  of  the  NYFE  (universally  called, 
in  the  commodities  trade,  the 
"knife").  There  the  youngsters  get  the 
vaguely  dubious  privilege  of  risking 
every  last  dime  they  have  saved  for  a 
crack  at  earning  perhaps  $100,000  a 
year  or  so  in  the  most  grueling  finan- 


What  are  a  nice  young  architect  and  a 
Smith  College  art  major  doing  in  a  place 
like  the  New  York  Futures  Exchange?  Just 
trying  to  make  a  killing. 

The  kids  in 
the  pits 
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cial  pursuit  of  all,  floor  trading  in 
commodities. 

The  big  attraction  is  trading  in  fu- 
tures contracts  based  on  the  Big 
Board's  composite  index  of  prices  on 
the  exchange's  1,520  common  stocks. 
The  contracts  are  valued  at  $500  per 
index  point,  so  that  at  a  March  1983 
contract  index  price  of  88.00,  a  con- 
tract would  be  valued  at  $44,000.  To 
buy  or  sell  that  contract  requires  a 
margin  deposit  of  only  $1,500  for 
hedgers  and  members.  Each  move  of 
0.05  points  creates  a  gain  or  loss  of 
$25  on  the  contract.  Not  much,  per- 
haps, for  portfolio  managers 
who  are  hedging  by  selling 
contracts  when  they  are  long 
in  stocks  and  buying  contracts 
when  they  are  long  in  cash. 
Because  they  are  hedging,  the 
gains  or  losses  on  their  futures 
contracts  should  be  offset  by 
losses  or  gains  on  their  portfo- 
lios. The  speculative  risk  is 
underwritten  by  the  "lo- 
cals"— the  floor  traders, 
among  them  those  inexperi- 
enced youngsters,  who  are 
trading  for  their  own  accounts. 

The  introduction  of  the 
stock  index  contract  reversed 
the  failing  fortunes  of  the 
NYFE  and  saved  face  for  the 
Big  Board.  The  NYFE  opened 
for  business  in  August  1980, 
and  each  membership  initially 
cost  $10,000.  By  February 
1982,  having  been  outgunned 
by  other  exchanges  in  building 
volume  in  such  futures  con- 
tracts as  those  for  bank  certifi- 
cates of  deposit  and  Treasury 
bills  and  bonds,  the  member- 
ship price  had  fallen  to  $4,500. 
After  the  stock  index  contract 
was  introduced  last  May,  the 
rose  to  $35,000  and  since  has  steadied 
around  $28,000.  For  some  impecu- 
nious locals,  more  money  has  been 
made  in  their  memberships  than  in 
their  trading. 

Forbes  spent  a  day  recently  with 
four  locals.  The  lure  of  quick  money 
and  independence  brought  them  to 
the  NYFE.  But  the  pace  is  killing  even 
for  the  young.  Michael  Murray,  28, 
says:  "I  don't  see  myself  doing  this  for 
more  than  seven  more  years." 

On  this  particular  day — com- 
pressed into  a  shouting,  arm-waving 
chaos  beyond  the  ken  of  the  untu- 
tored mind — only  about  15,000  trades 
get  made,  far  below  the  recent  high  of 
26,000.  Murray  and  his  cohorts,  4  of 
the  1,800  members  of  the  exchange, 
arrive  at  10  a.m.  for  the  opening  and 
stand  on  their  feet  through  the  4:15 
p.m.  close.  Not  all  were  winners  that 


day.  Murray,  for  example,  lost  $700. 

Judy  Rosenblatt,  24,  is  the  new- 
comer, leasing  her  seat  (at  $1,250  a 
year)  and  trading  only  one  contract  on 
the  NYSE  Composite  Index.  She  has  a 
degree  in  international  business.  "I 
lost  money  in  the  beginning,"  she 
says.  "I'm  just  beginning  to  read  the 
pit."  To  save  money,  she  gave  up  her 
apartment  and  moved  in  with  her 
grandmother.  She  runs  to  keep  up  her 
stamina  and  takes  voice  lessons  to 
preserve  her  vocal  cords. 

Stories  of  broken  health  abound  in 
the  pit.  There  is  the  trader  who 


Clockwise:  Charrier,  Rosenblatt,  Murray  and  Lang 
Laryngitis  and  leverage. 


price 


developed  nodes  on  his  vocal  cords 
and  was  out  of  action  for  three  weeks. 
There  are  the  tales  of  fallen  arches, 
traders  who  missed  an  important 
move  up  or  down  because  they  were 
tending  to  laryngitis.  No  smoking  is 
allowed  on  the  floor,  so  traders  slip 
away  for  one,  two  drags  on  a  ciga- 
rette. Some  eat  several  boxes  of  cough 
drops  in  a  single  trading  day.  Most 
don't  eat  lunch — or,  if  they  do,  they 
shy  away  from  heavy  carbohydrates 
that  can  slow  them  down. 

Rhonda  Schreier  Lang,  24,  actually 
dreams  of  trades  in  her  sleep.  "I  even 
get  bored  on  weekends,"  she  says. 
She  joined  at  the  peak  of  interest  in 
the  NYFE  and  recently  paid  $34,000 
for  her  membership  after  leasing  for 
eight  months.  "I  worked  at  Sotheby's 
in  London  and  then  New  York  after  I 
graduated  from  Smith,"  she  says. 
"But  this  is  immediate.  It's  all  dollars 


and  cents — and  all  your  own  doing." 
Lang  is  now  up  to  trading  12  con- 
tracts, some  150  buying  and  selling 
rounds,  a  day.  Her  best  day?  $5,500. 

Michael  Charrier,  33,  has  an  M.A. 
from  Columbia  and  worked  as  an 
architect  for  TWA.  He  pops  vitamins 
and  smokes  (typically  only  two  drags 
per  cigarette).  "I  think  stock  index 
futures  will  be  limitless,"  he  says. 
"They  are  going  to  be  one  of  the  most 
important  instruments;  the  general 
public  will  be  more  interested  as  time 
goes  by."  Charrier,  who  plunked 
down  $10,000  for  a  seat  two  years  ago 
because  he  felt  NYFE  was  the 
wave  of  the  future,  trades  for 
his  own  account  and  for  cli- 
ents. He  says  his  best  day 
earned  him  more  than  $2,700. 
The  traders  dislike  talking 
about  their  worst  days,  but  in 
the  pits  one  big  losing  day  can 
wipe  out  gains  from  four  win- 
ning days. 

Murray  bought  his  seat  in 
March  1982  for  $7,500.  A  for- 
mer stockbroker,  he  com- 
mutes from  Yardley,  Penna.  "I 
know  I  can  make  very  good 
money  and  sleep  very  well  at 
night,"  he  says.  His  best  day? 
$3,500.  With  a  wife  and  child 
to  support,  Murray  calls  him- 
self "a  disciplined  trader," 
who  cuts  his  losses  fast.  He 
applies  a  combination  of  posi- 
tion trading  (taking  a  longer- 
term  position  in  the  market), 
spread  trading  (buying  one 
contract  for  a  particular 
month  and  selling  another) 
and  scalping  (moving  in  and 
out  of  the  market  at  a  tick, 
that  $25  movement  up  or 

  down).  "You're  a  fool,  a  saint, 

a  king,  a  greedy  soul  in  this  game,"  he 
says.  "You  really  see  yourself." 

Just  how  much  risk  are  these  locals 
taking?  Murray  has  a  silent  partner, 
with  whom  he  splits  his  profits.  His 
margin  account  at  his  clearinghouse 
is  worth  $60,000.  Charrier's  is 
$10,000,  Lang's  $20,000  and  Rosen- 
blatt's $12,000.  Clearly,  they  cannot 
stand  the  $10,000  loss  recently  suf- 
fered by  a  fellow  local.  It  takes  almost 
iron  nerves  to  stand  such  ups  and 
downs.  "I  know  at  least  15  guys  in  the 
pit  who  were  in  combat  in  Vietnam," 
says  Charrier  drily.  "They're  calm  in 
all  that  excitement." 

With  stakes  of  only  $10,000  to 
$60,000,  the  fledgling  traders  hardly 
rank  in  the  big  leagues  of  finance.  But 
on  such  skimpy  underpinnings  is  the 
Big  Board  building  its  still  tenuous 
claim  to  innovation  in  the  financial 
markets.  ■ 
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'Tm  going  to  sue.  I'm  going  to  embarrass 
you.  Vm  going  to  do  everything  to  get  my 
money  back. "  That's  the  mayor  of  Yonkers, 
talking  to  Harry  Gray. 

Yonkers  declares 
war  on  United 
Technologies 


By  Richard  Greene 


T|  HIS  IS  ABOUT  A  CONTROVERSY  in 
which  both  parties  are  right.  It 
is  also  a  story  about  how  tech- 
nology is  changing  our  lives  in  ways 
none  of  us  can  predict. 

In  his  plaque-lined  office  on  the  sec- 
ond floor  of  city  hall  in  Yonkers,  N.Y., 
Mayor  Angelo  Martinelli  has 
been  talking  for  a  couple  of 
hours  now.  He's  explaining 
how  much  he  loves  business 
and  how  much  businessmen 
love  him.  He  points  out  the 
full-page  newspaper  advertise- 
ments, complete  with  his  pic- 
ture, which  lured  new  corpo- 
rate citizens.  He  talks  about 
how  his  city  of  200,000  people 
has  come  back  from  the  edge 
of  default. 

Martinelli  is  calm,  confi- 
dent and  occasionally  exuber- 
ant. He's  no  antibusiness  rab- 
ble-rouser. Quite  the  contrary. 
But  then  he  changes  the  sub- 
ject and  all  hell  breaks  loose. 
"We've  declared  war  against 
United  Technologies,"  the 
mayor  exclaims,  leaning  for- 
ward urgently.  "And  it's  not 
going  to  end  until  they've  been  Yonkers 
beaten."  "Little 
It  all  began  in  the  early 


and  the  firm  is  closing  down  its  Yon- 
kers plant.  Not  trimming  it  down. 
Closing  it  down.  Otis  hopes  to  lease 
the  modern  plant  space  to  other  firms. 
But  it  will  never  make  another  eleva- 
tor part  in  Yonkers. 

Both  the  mayor  and  the  company 
agree  on  the  story  that  far.  But  other- 
wise, their  disagreement  is  vigorous. 


Mayor .  \ngeh  >  Martinelli 
David  has  his  slingshot. 


1970s,  when  Yonkers'  big  Otis  Eleva- 
tor plant  was  employing  about  1,500 
workers  and  had  the  potential  for  add- 
ing hundreds  more.  There  was  talk 
about  expanding  in  Parsippany,  N.J. 
But  Yonkers  offered  to  do  $14  million 
worth  of  redevelopment  to  make  land 
available  for  an  Otis  expansion.  The 
city  acquired  and  ripped  down  homes 
and  businesses  and  then  sold  the  site 
to  the  company  for  $1.4  million. 

Now,  about  eight  years  later,  Otis  is 
a  subsidiary  of  United  Technologies, 


"United  Technologies  betrayed  a 
trust,"  claims  Martinelli.  "We  gave 
them  $14  million  worth  of  property 
for  a  promise  of  increased  employ- 
ment here.  Now  they're  vacating  the 
property  and  going  into  real  estate. 
We  didn't  give  it  to  them  to  be  in  the 
real  estate  business.  Harry  Gray,  the 
chief  executive,  refuses  to  meet  with 
me.  So  I  went  up  to  his  headquarters 
in  Connecticut  with  four  busloads  of 
people,  and  we  picketed." 

"I  want  reparations,"  the  mayor 


says,  now  talking  to  a  fantasy  vision 
of  his  foe  Harry  Gray.  "I  want  the  $14 
million  back.  I'm  going  to  sue  you. 
I'm  going  to  embarrass  you.  It  may  be 
a  David  and  Goliath  fight,  but  little 
David  has  his  slingshot." 

But  now  pay  a  visit  to  William 
Drummond,  plant  manager  for  Otis 
Elevator  in  Yonkers.  He  hardly  looks 
like  a  Goliath.  Nor  does  he  talk  like  a 
callous  captain  of  industry.  He  looks 
more  like  a  tired  middle-aged  man 
who  has  suffered  in  watching  the 
once-important  plant  die.  He  sits  in 
an  office  overlooking  the  largely  va- 
cant factory,  now  staffed  with  a  rem- 
nant, just  220  workers.  He  tells  a  sto- 
ry, not  of  big-business  rape  and  pil- 
lage, but  of  how  technology  is 
changing  us  all. 

Drummond  explains  that  this  par- 
ticular plant  produced  the  mecha- 
nisms on  the  top  of  elevator  shafts 
that  received  instructions  about 
which  floors  to  stop  at  and  made  sure 
the  elevator  did  stop.  Now,  these 
parts  are  being  replaced  by  micro- 
chips, which  Otis  doesn't  make  here 
or  anywhere  else.  As  the  parts  former- 
ly manufactured  evolved  from  me- 
chanical to  electromechani- 
cal, the  plant  shrank  but  hung 
on.  The  microchip  spelled  its 
doom.  What's  Otis  to  do?  Con- 
tinue to  manufacture  mecha- 
nisms that  nobody  wants  or 
can  use?  The  plant  expansion, 
alas,  was  planned  before  peo- 
ple knew  how  far  the  micro- 
chip revolution  would  go. 

Drummond  points  out  that 
Otis  spent  $10  million  in  1975 
to  build  a  new  facility  on  the 
redeveloped  property.  The 
company,  he  explains, 
wouldn't  have  done  so  if  it 
hadn't  expected  to-  stay.  "I 
think  there's  a  misconception 
here  that  somebody  handed 
Otis  Elevator  $14  million," 
says  Drummond.  "That  mon- 
ey was  spent  in  relocating  and 
tearing  down  buildings  so  that 
land  could  be  used  to  build  a 
factory.  Otis  bought  that  land 
at  fair  market  value  for  $1.4 


million.  We  could  have  bought  land 
outside  of  Yonkers  for  less." 

And  that's  where  it  stands.  The 
mayor,  who  has  spent  the  better  part 
of  the  last  eight  years  trying  to  get 
Yonkers  on  a  sound  fiscal  footing, 
feels  betrayed.  At  the  same  time, 
United  Technologies  feels  that  it  has 
a  piece  of  land  for  which  it  paid  a  fair 
price  and  which  it  certainly  shouldn't 
be  forced  to  give  back  to  the  city. 

Call  it  a  morality  story  of  the  mi- 
crochip age.  ■ 
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THE  CAR: 


New  Renault  Alliance.  We  set  out 
to  build  the  best  small  car  in  the  world. 


Affordable 
European  technology. 

Our  goal  was  an  alliance 
of  technology  and  afford- 
ability.  Our  achievement 
is  Alliance,  a  fine  Euro- 
pean sedan-built  in 
America -for  the  price  of  a 
four-passenger  econobox. 

Comfort  for  five. 

Alliance  has  eight  inches 
more  rear  seat  hip  room 
than  Escort.  To  comfort- 
ably ride  five,  not  four. 
And  with  the  front  seats 


on  pedestals,  rear  seat 
passengers  can  slide  their 
feet  forward  and  enjoy 
the  ride. 

Inspired  performance. 

Front-wheel  drive.  Fully 
independent  suspension. 
Power  front  disc  brakes. 
Rack  and  pinion  steering. 
Electronic  ignition.  All 
are  standard. 
Alliance's  1.4  litre 


52  HWY  37 


EPA 
EST 
MPG** 


Alliance  2-door 


engine  is  electronically 
fuel  injected.  Small  won- 
der, then,  that  Alliance 
produces  such  outstand- 
ing mileage.** 


THE  AWARDS: 

Motor  Trend  experts  name  Alliance 
1983  Car  of  the  Year. 


Finalists  were  judged  for 
styling  and  design,  qual- 
ity, comfort,  ride  and 
drive,  handling,  fuel 


economy,  performance 
and  dollar  value. 

"The  Renault  Alliance 
is  the  best  blend  of  inno- 
vation, economy,  and 
fun-to-drive  we  have 
seen  in  almost  a  decade. 
Moreover,  it  represents  a 
uniquely  successful  blend 
of  outstanding 


European  engineering 
and  American  manufac- 
turing know-how." 
-Tony  Swan,  Editor 
Motor  Trend  Magazine 
And  the  European 
version  of  Alliance  was 
named  Europe's  1982  Car 
of  the  Year  by  52  journal- 
ists from  16  countries. 


$5595* 

Built  in  America.  To  last. 

Alliance  is  covered  by 
American  Motors'  exclu- 
sive Buyer  Protection 
Plan.®  With  the  only  full 
12-month,  12,000-mile 
warranty  that  covers  vir- 
tually every  part  even  if  it 
just  wears  out.  Plus  a 
five-year  No  Rust-Thru 
Limited  Warranty."' 

Renault  Alliance.  The 
Alliance  of  quality  and 
affordability  is  here.  At 
Renault  and  American 
Motors  dealers. 

QREMAULT 

American  Motors  ri 


SAFETY  A 
B  A  M 


Alliance  DL  4-door 


'Manufacturer's  suggested  retail  price  for  the  Alliance  2-door  Price  does  not  include  tax,  license,  destination  charges  and  other  optional  or  regionally 
required  equipment.  ""Compare  1983  EPA  estimates  for  the  Alliance  2-door  with  estimated  MPG  for  other  cars  Your  actual  mileage  depends  on  speed,  trip 
length  and  weather.  Actual  highway  mileage  and  CA  figures  will  probably  be  lower. 


The  IBM  Personal  Computer  XT. 
More  power  to  the  person. 


Plenty  of  muscle.  That's  what  the  new 
IBM  Personal  Computer  XT  means  to 
a  person  with  heavyweight  data  to  manage. 
Because  one  of  the  XT's  many  strong  points 
is  a  10-million-character  fixed  disk  drive 
that  helps  give  you  the  power  to  pump 
more  productivity  into  your  business. 
What's  so  special  about  a  fixed  disk? 
Exactly  that.  It's  already  fixed  inside 

the  system,  with  the  capacity 
to  store  the  facts,  figures,  names  and 
numbers  you  need  to  work  with. 
(Rather  than  go  from  diskette  to  diskette, 
store  up  to  5,000  pages  of  text  or  up  to 
100,000  names  and  addresses  in  one  place.) 
^t  there's  more  built  into  the  XT  than 
its  fixed  disk.  Reliability  and  quality 
are  built  in  as  well.  Plus  more  than 

30  years  of  IBM  experience. 
A  new  level  of  price/  performance. 
And  a  remarkable  compatibility  of 
both  software  and  hardware  with  the 
original  IBM  Personal  Computer.  So, 
with  the  introduction  of  XT  comes  a  special 
tool  designed  to  help  you  be  more 
productive  in  high- volume  applications. 


WHAT'S  THE  DIFFERENCE? 


Personal 
Computer 


Personal 

Computer 

XT 


BASE  SYSTEM* 
User  Memory 

64KB  (expandable  to  640KB) 


BASE  SYSTEM* 
User  Memory 

128KB  (expandable  to  640KB) 


Auxiliary  Memory  Auxiliary  Memory 

Up  to  two  5'/t"  160KB/180KB  or  One  10  megabyte  fixed  disk 

320KB/360KB  diskette  drives  drive  and  one  W  360KB 

optional  diskette  drive  standard 

*  An  expansion  unit  can  also  be  added  to  both  16-bit  (8088)  systems  fot  6  more 
system  expansion  slots  Added  to  the  IBM  Personal  Computer,  it  can  house 
two  10  megabyte  fixed  disk  drives  Added  to  the  IBM  Personal  Computer  XT, 
it  can  house  one  additional  fixed  disk  drive  for  a  total  of  20  megabytes 


Another  tool  for  modern  times  to 

keep  you  going  strong, 
lb  find  out  where  you  can  see  the 
IBM  Personal  Computers,  call  800-447-4700. 
In  Alaska  or  Hawaii,  800-447-0890.  ===~==i:* 


Streetwalker 


Merrill's  indigestion 

Merrill  Lynch  has  always  been  keen 
on  snaring  more  blue  chip  underwrit- 
ing business.  So  when  the  opportuni- 
ty arose  late  in  February  to  manage  a 
$250  million  preferred  stock  offering 
by  J. P.  Morgan  &  Co.,  Merrill  jumped 
at  the  chance — too  eagerly,  it  would 
seem.  Merrill  gave  Morgan  such  a 
good  price  that  the  firm  was  able  to 
sell  only  50%  to  60%  of  the  offering. 
The  rest  of  the  shares  are  still  in  Mer- 
rill's account — and  currently  worth 


15%  to  20%  below  what  it  paid  for 
them.  That  means  a  paper  loss  of 
about  $20  million  to  $25  million. 

The  Morgan  shares  were  adjustable 
rate  preferred,  dubbed  ARPs.  Income 
on  these  issues  rises  and  falls  with 
interest  rates.  ARP  buyers  are  almost 
entirely  corporations,  which  can  de- 
duct 85%  of  dividend  income  from 
their  taxes.  For  corporations,  ARPs 
could  be  a  better  buy  than  bonds  or 
notes  because  of  this  tax  feature. 

What  went  wrong?  The  market  was 
probably  saturated  with  this  kind  of 
issue,  which  appeals  chiefly  to  a  spe- 
cialized market.  For,  even  as  it  was 
agreeing  to  underwrite  the  Morgan  of- 
fering, Merrill  was  having  trouble 
selling  its  share  of  a  $400  million  Citi- 
corp ARP  offering.— Barbara  Rudolph 


All  at  sea 

Here's  one  strictly  for  contrarians. 
Martin  Roller  of  San  Francisco's 
Montgomery  Securities  is  pushing  Big 
Board-listed  Overseas  Shipholding 
Group.  Considering  that  New  York 
City-based  OSG's  odd  ships  have 
been  hard  hit  by  the  weakness  in  in- 


ternational trade  and  in  the  oil  spot 
market,  it  is  hardly  surprising  that  its 
stock  dropped  from  34  in  1981  to  as 
low  as  IOV2  a  year  later.  Nor  did  it 
help  that  OSG  is  saddled  with  more 
than  a  half  billion  dollars  in  debt, 
around  half  of  its  total  capital.  So  why 
does  analyst  Roher  like  the  stock?  He 
points  to  its  $  1 75  million  or  so  in  cash 
and  equivalents  and  predicts  that 
OSG  will  use  some  of  that  money  to 
buy  more  ships  in  the  depressed  mar- 
ket, thus  positioning  itself  for  a  pow- 
erfully leveraged  comeback  when  the 
shipping  market  strengthens  again. 
None  of  that  is  reflected  in  the  cur- 
rent price,  about  16,  which  is  only 
eight  times  depressed  1982  earnings. 
The  nearly  26  million  shares  are  sell- 
ing at  a  25%  discount  to  book  value. 
In  a  good  year,  says  Roher,  Overseas 
Shipholding  could  earn  $4  or  $5  a 
share.  "An  overlooked  stock,"  the  an- 
alyst calls  it. — Thomas  Jaffe 


Bargain-priced  technology 

Will  oil  service  stocks  become  the 
next  takeover  target?  For  companies 
wanting  to  buy  high  technology  on 
the  cheap,  some  of  the  oil  service 
stocks  are  getting  close  to  being 
screaming  bargains;  you  could 
tender  most  of  them  at  a  60%  pre- 
mium over  market  and  still  be  pay- 
ing only  half  what  the  stocks  com- 
manded at  their  1980-81  highs.  With 
a  real  earnings  recovery  at  least  a 
year  away,  many  shareholders  might 
be  happy  to  sell.  Rumor  has  it  that 
a  couple  of  giant,  cash-rich  nonoil 
corporations  are  shopping  the  oil 
patch  with  acquisition  in  mind.  (For 
more  on  this  group,  see  Statistical  Spot- 
light, p.  1 90 .)  —TJ. 


A  can't  lose  oil? 

Talking  about  oils,  a  lot  of  people  are 
attracted  to  that  perennial  takeover 
target,  Superior  Oil,  now  that  ole 
Boone  Pickens  has  accumulated  2% 
of  its  stock.  But  a  very  savvy  analyst, 
Alan  Gaines  of  New  York's  Baird,  Pat- 
rick &.  Co.,  is  advising  his  customers 
to  forget  about  an  early  Superior  take- 
over. One  reason  is  cost.  Superior  has 
nearly  130  million  shares  outstand- 
ing, recently  selling  at  33.  To  get  Su- 
perior, he  figures,  would  require  a 
50%  premium  over  market,  $50  a 
share.  More  than  $6  billion  in  all.  If 
Pickens  expects  to  find  some  acquisi- 
tion-minded big  company  to  take  him 
out  with  a  profit,  he  may  have  a  long 
wait.  Gaines  figures  you  could  not  get 


Superior  for  a  cheaper  price  becausq 
former  chairman  Howard  Keck,  who 
owns  12%  of  the  stock,  isn't  in  rhatj 
much  of  a  hurry  to  sell.  If  you  want  an 
oil  stock,  Gaines  suggests  Southland 
Royalty.  Why?  It's  selling  at  around 
15,  which  is  just  about  half  its  ap- 
praised value,  is  not  burdened  with] 
refining  capacity  and  has  a  good  ex-| 
ploration  record.  Cheap?  It's  down  a 
bone-jarring  80%  from  a  1980  high. 
"Figure  in  exploration  and  dry  hole| 
costs,  and  this  stock  sells  at  just  four 
times  adjusted  cash  flow,"  he  says. 
"How  can  you  lose?" — T.J. 


Sir  Jimmy's  appetite 

Rumors  always  swirl  around  Sir  Jim- 
my Goldsmith,  the  Anglo-French 
magnate  who  controls  Grand  Union 
and  Diamond  International  in  thisl 
country.  Latest  rumor  has  Goldsmith 
aiming  his  gun  at  David  Mahoney'si 
$3  billion  packaged  goods  conglomer- 
ate, Norton  Simon,  Inc.  We  asked 
Goldsmith  about  it.  He  pointed  out| 
that  the  FTC  would  take  a  dim  view 
of  Grand  Union  and  Norton  Simon, 
which    owns    Hunt- Wesson  foods, 


Sir  J immy 1  Golds?  1 1  ith 
Disappointing  the  rumor  mill. 


coming  under  the  same  corporate 
roof.  Besides,  he  chortled,  "while  the 
appetite  for  acquisitions  is  there,  the 
wherewithal  is  not.  People  have 
grossly  overestimated  our  resources." 
Oh,  well.  It  sounded  good. — T.J. 
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On  the  Docket 


Legal  trends  that  affect  your  business  and  investments 


Computers  are  supposed  to  save  time  and 
money,  but  they  can  cost  unsuspecting 
owners  a  bundle  in  legal  expenses. 


Beep  beep- 
call  a  lawyer 


a  spool  of  computer  tape.  Actually, 
stealing  software  may  simply  involve 
making  a  phone  call  to  the  computer 
and  giving  it  the  proper  access  code. 

The  problem  is  compounded  by  the 
fact  that  in  many  firms  the  decisions 
about  software  are  being  made  not  by 
businessmen  but  by  technicians  more 
concerned  with  electronics  than  dol- 
lars and  cents.  "You  boil  it  down," 


By  Richard  Greene 


It's  a  story  that  should  send 
chills  through  the  hearts  of  corpo- 
rate officers  everywhere:  A  large, 
well-known  drug  company  licensed  a 
computer  program  a  couple  of  years 
ago  from  a  software  firm.  One  of  the 
drug  company's  programmers,  an 
electronic  whiz  kid  in  his  20s,  copied 
the  program,  improved  it  and  sold  it. 

The  software  company  found  out 
and  sued.  Though  the  whiz  kid  didn't 
go  to  jail,  the  drug  company  was  lucky 
to  settle  out  of  court  for  about  $3.5 
million.  The  scary  part  is  that  the 
drug  company  never  knew  it  was  lia- 
ble for  huge  penalties  if  the  software  it 
was  using  was  sold. 

That  drug  company  was  just  one  of 
3,500  firms  hit  by  lawsuits  from  soft- 
ware suppliers  last  year.  This  kind  of 
litigation  is  growing  fast,  even  though 
many  large  corporations  don't  even 
know  there  is  a  potential  problem. 

"Most  corporations  don't  under- 
stand the  liabilities  they  incur  when 
they  sign  contracts  with  software 
firms,"  cautions  Bruce  Brickman,  a 
counsel  on  computer  litigation  for 
law  firm  Braverman  &.  Rosen.  "One  of 
the  reasons  is  that  their  attorneys 
don't  understand  commercial  con- 
tract law  for  the  computer  industry 
well  enough  to  explain  it  to  them." 

That's  easy  to  appreciate.  The  jar- 
gon of  computers  may  be  familiar  to 
most  12-year-olds  these  days,  but  it's 
beyond  any  number  of  high-priced 
Wall  Street  lawyers.  When  you  talk 
about  stealing  software,  an  old-time, 
precomputer  attorney  may  picture 
someone  sneaking  into  the  night  with 


says  Brickman,  "and  you  have  techni- 
cal people  making  business  decisions 
they  are  not  suited  for,  supported  by 
counsel  that  doesn't  understand." 

What's  more,  contracts  that  compa- 
nies sign  when  they  lease  software  are 
frequently  very  restrictive.  They  spell 
out  where  the  software  can  be  used, 
when  it  can  be  used,  whether  any 
copies  can  be  made  and  who  can  have 
access  to  the  software.  A  seemingly 
innocent  act,  such  as  using  the  soft- 
ware in  a  plant  other  than  the  one 
contracted  for,  can  set  off  lawsuits. 

According  to  Brickman,  a  large 
company  shouldn't  simply  accept  the 
standard  contract  for  computer  leases. 
Obviously,  small  firms  acquiring  rela- 
tively inexpensive  software  don't  find 
themselves  in  much  of  a  bargaining 
position.  "But  when  you  become  at- 
tractive to  the  software  vendor,  he  is 
generally  willing  to  change  his  posi- 
tion," says  Brickman. 

Software  firms,  naturally,  have  to 
protect  their  stock  in  trade.  But  until 
companies  leasing  the  software  be- 
come more  sophisticated  in  the  atten- 
dant liabilities,  they're  going  to  find 
themselves  in  the  courtroom  time 
and  time  again.  _  
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WINE  CUSTOMER 


LEGH  KNOWLES 


"Do  your  wines  have 
prismatic  luminescence?" 

"Would  you  mind  repeating 
that  in  English?" 


Some  wine  connoisseurs  get  so  carried  away  when  they 
talk  about  wine,  they're  incomprehensible.  I  feel  quality 
wine  speaks  for  itself.  Sample  any  Beaulieu  wine.  And  taste 
how  soft,  rich  and  balanced  it  is.  Then  you'll  realize  why 
we  let  Beaulieu  wines  speak  for  themselves. 


'President.  Beaulieu  Vineyard,  Napa  Valley,  California 


HOTEL  LOTTE  KNOWS  WHAT  A  BUSINESS 
TRAVELER  WANTS  FROM  A  HOTEL 


In  Seoul,  there  is  one  hotel  that  sets  the  standard  for 
all  the  others. 

Of  course,  it's  the  largest  in  Korea.  And  has  a  truly 
unlimited  choice  of  cuisine  at  its  bars  and  restaurants. 

And  yes,  it  can  boast  of  Asia's  largest  health  club  and 
the  kind  of  service  that's  always  there  when  you  need  it. 

But  Hotel  Lotte  is  THE  hotel  in  Seoul  because  it's 
more  than  just  an  elegant  set  of  circumstances... 


Elegance  is  everywhere 
in  our  Health  Club 


C  P.O.  Box  3500.  Seoul.  Korea  •  Phone:  77 1- 10 
Telex: LOTTEHO  K23533/34/35.  K28313  'Cable:  HOTEI.OTTE 
Japan  Sales  Office:  Lone  Kaikan,  4-6-1 ,  Kinshi.  Sumida-ku,  Tokyo 
Phonc:(03)  624  5185/6  •Telex:262-2370LOTTEHJ 

\OC    Ho,el  Lo1"  is  *  member  of  SRS  Worldwide  Holels.    For  loll  free  reservations  in  the  U  S.  call:800-223-5652. 

\^2¥  In  London:(0l)  4865754/6,  Pans  (01)  2962887,  Frankfurt  (061 1 )  295247,  New  York: (2 1 21593-2988,  Hong  Kong:  36791 !  1 ,  Singapore 

7343757.  Johannesburg(South  Africa).  ( 1 1 )  833-5855/5891 ,  Tokyo: (03)  5041111  Ext.  4248/49 
"Prestigious  Hold  c,l  \,ia  (PHA):  In  Seoul-Hotel  i  one. 
The  Dynasty  Hotel,  and  in  Taipei-The  Taipei  RiU  Hotel 
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HOTEL  LOTTE 

One  of  the  world  s  great  hotels 


n  Bangkok-The  Dusil  Thani  Hotel,  in  Manila-  The  Manila  Hotel,  in  Singapore- 


On  the  Docket 


Patently  unclear 

Iook  closely  at  the  financial  reports 
I  of  little  high-tech  firms  that  prom- 
ise better  mousetraps  and  you  will 
often  find  a  curious  paragraph  that 
disavows  dependence  on  any  particu- 
lar scientific  marvel.  The  fine  print 
typically  says  that  the  company's 
strength  is  really  in  its  research  and 
management  capabilities. 

Why  the  disclaimer?  Simply  be- 
cause, as  a  practical  matter,  patents 
are  worth  little  less  than  the  paper 
they're  printed  on  for  many  small 
firms.  Anthony  Pantaleoni  of  Reavis 
&.  McGrath,  a  New  York-based  law 
firm,  is  an  authority  on  the  subject. 
Says  he:  "If  another,  larger  company 
starts  to  produce  virtually  the  same 
product,  the  only  thing  the  small  firm 


"The  only  thing  the  small 
firm  can  do  is  try  to  get  an 
injunction.  But  any  good 
lawyer  .  .  .  can  drag  that 
kind  of  litigation  out  for 
years.  In  the  meantime,  the 
smaller  firm  often  just  goes 
out  of  business." 


can  do  is  try  to  get  an  injunction."  But 
that  may  not  be  easy.  As  Pantaleoni 
points  out:  "Any  good  lawyer  for  the 
larger  firm  can  drag  that  kind  of  litiga- 
tion out  for  years.  In  the  meantime, 
the  smaller  firm  often  just  goes  out  of 
business." 

The  sad  truth  is  that,  while  litiga- 
tion is  debilitating  to  any  company,  it 
can  be  deadly  to  a  small  firm.  Not 
only  are  there  often  immense  legal 
fees,  but  managers  also  wind  up  de- 
voting countless  hours  to  the  lawsuit 
that  should  go  toward  running  the 
business.  At  the  same  time,  the  com- 
pany's ability  to  get  credit,  generate 
sales  and  recruit  new  employees  can 
all  be  hurt. 

It  all  boils  down  to  this:  A  patent  is 
simply  a  piece  of  paper  that  helps  you 
to  sue.  It  doesn't  stop  someone  from 
copying  your  product. 

Rather  than  exhaust  itself  by  fight- 
ing, the  smaller  firm  can  license  its 
patent  to  the  bigger  firm  and  settle  for 
a  stream  of  royalties.  But  while  that 
can  help  keep  the  company  in  busi- 
ness, it's  small  solace  for  an  entrepre- 
neur with  an  idea  he  thought  was 
going  to  set  the  world  on  fire. 

In  any  case,  says  Pantaleoni,  "If  a 
patent  is  the  nub  of  an  investment, 
watch  out."  ■ 
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Kodak  introduces 
the  duplicator  that  binds! 


"The  thickness  of  the  reports 
you  con  bind  knows  olmost 
no  bounds!" 


"It  was  bound 


"Kodak  is  innovating  in  leaps  and  bounds! 
Automatic  in-line  book-style  binding, 
each  book  at  duplicator  speed.  Fast! 
Staples  too!  Standard  or  legal  size,  copied 
one  side  or  both  ( with  unique  single-pass 
duplexing),  with  or  without  colorful 
cover  sheets!" 


"What  Kodak  hath 
adhesive-bound  together, 
let  no  one  pull  asunder!" 


)  happen!  Beautiful 
bound  reports!" 


"My  reports  are 
bound  to  be  better 
with  binding!" 


Talk  about  legally  binding. 
Itbinds8y2x11 
and  8/2  x  14  paper  too!" 


"Send  the  coupon  or  call. 

We're  honor-bound  to 
send  you  an  actual  sample 
report  bound  with  the  new 
Kodak  Ektaprint250AFB 
dupiicatorl" 


Call  toll-free  or  send  the  coupon. 
1  800  44KODAK  (1  800445-6325) 


'©Eastman  Kodak  Company,  1983 


r— m&  

Eastman  Kodak  Company,CD3358, Rochester,  NY  14650. 

Please  send  me  a  bound-like-a-book  brochure  produced 
on  the  new  Kodak  Ektaprint  250AFB  duplicator. 

Have  a  Kodak  representative  call. 


-TITLE  _ 


. STATE. 


_ZIP_ 


TELEPHONE  J  L 


American  Motors'  new  Alliance  is  a  show- 
stopper.  These  days,  however,  that's far from 
enough  to  make  a  smash  hit  in  Detroit. 


What's  the 
second  act? 


By  Steve  Kichen 


After  spending  $200  million,  a 
mere  pittance  in  the  auto- 
b  mobile  business,  American 
Motors  appears  to  have  its  first  win- 
ning product  in  decades.  Last  Septem- 
ber AMC  launched  the  Alliance,  a 
front-wheel-drive  compact,  and  de- 
spite a  sluggish  car  market,  sales  took 
off  from  the  start.  AMC  is  currently 
shipping  more  than  10,000  units 
monthly,  and  production  should 
reach  a  respectable  100,000  the  first 
model  year. 

But  smash  hits  take  more  than  just 
good  opening.  AMC,  46% -owned  by 
France's  Renault,  lost  over  $150  mil- 
lion last  year  and  expects  to  lose  even 
more  in  1983.  Even  the  French-de- 
signed Alliance  is  barely  bringing  in 
more  than  production  costs,  and  the 
plant  where  AMC  builds  it  is  running 
at  just  60%  of  capacity.  The  pressure 
to  develop  other  successful  models  is 
intense.  "We  can't  become  just  the 
Alliance  car  company,"  says  AMC 
Chariman  Paul  Tippett. 

The  French,  however,  are  still  firm- 
ly committed  to  their  $425  million 
investment.  That's  the  reason  Jose 
Dedeurwaerder,  a  key  Renault  execu- 
tive, is  in  Detroit.  He  is  the  father  of 
the  popular  R-9,  the  European  version 
of  the  Alliance.  It  is  made  on  some  of 
the  world's  most  efficient  assembly 
lines  and  now  the  best-selling  car  in 
France. 

Dedeurwaerder,  now  AMC's  presi- 
dent, hopes  to  transfer  a  bit  of  this 
success  to  the  U.S.  He  wants  AMC  to 
become  a  company  known  for  provid- 
ing top  quality  and  good  value.  But 
any  AMC  image  must  be  backed  by 
products.  That's  >  he  reason  for  AMC's 
current  5-million-share  stock  offering 
and  the  painful  decision  to  sell  the 
firm's  profitable  defense  subsidiary. 


The  Alliance:  AMC's  comeback  car 
Front-wheel  drive,  great  reviews. 

These  moves  help  finance  develop- 
ment efforts. 

Later  this  summer  a  totally  new 
line  of  fuel-efficient  Jeeps — the 
Cherokee  and  Wagoneer — will  go  into 
production  at  a  modernized  Toledo, 
Ohio  plant.  AMC  has  invested  $200 
million  in  the  new  Jeeps,  multipur- 
pose two-wheel-  and  four-wheel-drive 
vehicles  that  can  be  used  as  station 
wagons.  Since  margins  are  signif- 
icantly higher  on  Jeeps  than  on  cars, 
success  here  could  be  important. 

AMC  is  also  building  a  new  four- 
cylinder  engine  derived  from  its  well- 
regarded  six-cylinder  product.  The 
four  will  be  available  in  the  new  Jeeps 
and  the  four-wheel-drive  Eagle.  This 
should  save  money,  since  AMC  now 
buys  its  smaller  engines  from  Pontiac. 

This  fall  the  company  will  debut 
three-door  and  five-door  hatchback 
derivatives  of  the  Alliance.  Beyond 
that  AMC  is  unusually  tight-lipped. 
There  are  rumors  of  a  station  wagon 
version  of  the  Alliance,  and  Renault  is 
likely  to  build  Americanized  versions 
of  its  European  models  here  if  there  is 
sufficient  demand. 

Meanwhile,  simply  having  the  Alli- 
ance in  the  showroom  is  a  boost  to 


AMC  dealer  morale.  The  car  has 
drawn  rave  reviews  from  critics  and 
gets  better  mileage  than  any  domesti- 
cally produced  competition,  even 
though  many  AMC  salesmen  must 
adjust  to  different  kinds  of  customers 
from  those  who  liked  the  company's 
dowdy  older  models.  "People  who 
look  at  the  18i  [a  larger  Renault  im- 
ported from  Europe]  and  find  it  too 
expensive  can  be  steered  to  the  Alli- 
ance, and  vice  versa,"  explains  Paul 
Franzetti,  sales  manager  of  Lakeview 
Motors  in  Westwood,  N.J.  "I  couldn't 
do  that  with  an  AMC  Spirit." 

Leverage,  of  course,  is  the  great  po- 
tential for  AMC.  Much  of  the  reason 
is  that  its  shares  have  gone  from  2%  to 
7%  over  the  past  13  months.  Like  its 
competitors,  AMC  has  cut  costs  dra- 
matically since  1979.  The  number  of 
salaried  employees  is  down  by  15%, 
and  in  addition  the  company  has  ne- 
gotiated a  labor  contract  second  only 
to  Chrysler's  in  terms  of  savings. 
AMC  lost  a  mere  ten  cents  per  share 
in  the  fourth  quarter  of  1982,  down 
from  85  cents  the  previous  year.  If 
AMC  could  ever  approach  even  85% 
of  total  capacity,  earnings  on  an  annu- 
al basis  could  reach  $6  to  $8  a  share, 
according  to  Al  Nelson,  an  analyst  at 
A.G.  Becker. 

Part  of  the  reason  is  that,  despite  its 
age,  AMC's  Kenosha  facility  is  one  of 
the  nation's  most  integrated  auto 
plants.  Kensoha  still  needs  some 
modernization,  but  AMC  and  Renault 
have  wisely  put  their  money  into  the 
most  critical  areas:  advanced  comput- 
erized die  repair,  robot  welders,  an 
automated  paint  booth  and  extensive 
rustproofing.  This,  plus  the  fact  that 
workers  know  that  the  Alliance's  suc- 
cess is  crucial  to  keeping  their  jobs, 
gives  the  car  a  fit  and  finish  that  AMC 
boasts  can  match  anything  coming 
out  of  Japan. 

State-of-the-art  quality  is  a  far  cry 
from  AMC's  image  as  a  manufacturer 
of  specialized — some  would  say  odd- 
ball— vehicles.  But  that's  where  Re- 
nault wants  to  reposition  the  firm. 
"We  can't  survive  anymore  by  going 
after  tiny  niches,  sticking  on  the  wall 
like  flies  and  hoping  nobody  will  find 
us,"  explains  Tippett.  As  it  strives  to 
reposition  itself  in  the  marketplace, 
however,  AMC  is  no  longer  a  pioneer. 
It  was  the  last  American  manufactur- 
er to  offer  a  front-wheel-drive  car,  and 
the  new  down-size  Jeep  must  com- 
pete with  General  Motors'  Blazer  and 
Ford's  Bronco  II. 

Tippett  sees  this  as  a  virtue.  "Last 
in,  best  dressed,"  he  explains.  Wheth- 
er that's  enough  to  insure  AMC  a  role 
in  the  automobile  business,  however, 
remains  to  be  seen.  ■ 
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Conventional  credit  cards  can  turn  a 
regular  business  trip  into  a  flight  of  fancy.  But 
not  The  Air  Travel  Card.  It's  good  for  one  thing: 
air  travel  and  related  expenses.  So  if  business 
and  pleasure  should  mix,  this  card  will  keep 
the  record  straight. 
That's  control. 

But  there's  more.  At  the  end  of  each 
billing  period,  your  company  will  receive  one 
statement  for  all  air  travel  expenses.  Regardless 
of  the  number  of  cards  you  issue  in  the  company. 

r 


Printouts  may  even  be  customized  to  meet 
specific  auditing  formats.  Best  of  all,  there's  no 
monthly  charge. 

That's  control. 

So  join  the  over  100,000  businesses 
who  fly  on  more  than  200  airlines  with  The  Air 
Travel  Card.  Send  in  this  coupon  and  we'll 
send  you  a  complete  brochure  outlining  all  the 
advantages. 

Get  control. 

Get  The  Air  Travel  Card. 


Yes,  I  am  interested  in  knowing  about  today's  Air  Travel  Card.  Send  me  more  information. 


j  Name/Title. 
|  Company  _ 


o 


Business  Address 


IRTRfl 
CARD 


s 


City/State/Zip  Code 


Phone  _ 


OWN  THE  SKY. 


|  Mail  to:  The  Air  Travel  Card,  Suite  300,  8401  Wayzata  Blvd.,  Minneapolis,  MN  55426.     USE  THE  AIR  TRAVEL  CARD,  j 


"Different  kinds 
of  computers  can  now 
speak  to  each  other? 

GEE!" 


(No,  GTE!) 

In  this,  the  computer  age,  there  are 
many,  many  different  kinds  of  com- 
puters. And  each  one  has  its  own 
coding  system,  speed,  and  various 
other  functions  —  in  other  words,  its 
own  language. 

So  how  can  they  communicate  with 
one  another? 

Well,  now  there's  a  highly  effective, 
highly  cost-efficient  way:  through  the 
GTE  Telenet  network. 

Telenet  is  a  data  communications 
network  that  translates  computer 
languages  into  a  universal  one,  then 
restructures  the  message  into  a  lan- 
guage the  receiving  computer  can 
understand. 

And  it's  j  ust  about  the  most  econom- 
ical method  there  is,  since  data  from 
many  customers  can  be  transmitted 
over  the  network  simultaneously. 

GTE  Telenet  is  currently  serving 
over  250  U.S.  cities.  Over  40  foreign 
countries,  also.  So  even  when  the 
people  don't  understand  each  other, 
their  computers  do. 


Announcing 

the  fastest 
door-to-door 

delivery  service 

to  and  from  Europe. 

Emery  First  Class 
International  Service 


No  matter  what  the  value,  size,  or  weight  of  your  air  shipments, 
Emery  provides  the  fastest  regularly  scheduled  dooptO'door  service 
available  between  most  U.S.  and  major  European  cities.  To  most  cities, 
we  can  deliver  door' to 'door  in  as  little  as  48  hours.  From  New  York, 
we  can  deliver  as  quickly  as  overnight  to  major  European  cities.  That 
includes  everything  from  letters  to  packages  to  heavy  cargo. 

Emery  offers  you  a  total  range  of  services  from  customs  clearance 
to  notifying  your  customer  of  the  time  of  delivery,  all  for  one  basic  price. 
For  just  a  little  more,  you  can  even  get  proof'of'delivery  and  full 
documentation. 

So  the  next  time  you  want  the  fastest  scheduled  door'tcdoor  ser- 
vice to  most  of  Europe,  ask  for  Emery  First  Class  International  Service. 
Call  your  local  Emery  office  for  details. 


Send  for  your  free  Emery 
First  Class  International  Service  I 
Shipping  Kit  today.  ^ 


Mail  coupon  to: 
Emery 

P.O.  Box  4036,  Woburn,  MA  01888 


00 


2  I  Name  

-o  I  (Last)  (First)  (Middle  Initial  i 

i  1  Title  


o  I  Company 


oj  ,     City  State  Zip   , 

5)1  lFBS4n_| 

Time  after  time, 
no  one  delivers  like  Emery. 


Address 


M/A-Com  seems  to  have  recovered  nicely 
from  1982 's  earnings  collapse.  But  look 
again.  You  might  be  surprised. 

Out  with  the  old, 
in  with  more  of 
the  old 


By  John  A.  Byrne 


Iast  summer  M/A-Com,  Inc.'s  fall 
_  was  classic.  The  Massachu- 
I  setts-based  electronics  com- 
pany was  in  two  hot  markets — tele- 
communications and  cable  televi- 
sion— and  it  sported  a  multiple  as 
high  as  33  times  earnings  in  1981. 
Then  came  a  surprise  quarter  when 
earnings  slid  by  20%.  In  a  matter  of 
two  weeks  M/A-Com's  share  price 
slumped  from  20  to  12 'A. 

Investors,  however,  have  short 
memories.  M/A-Com,  which  earned 
$34  million  last  year  on  revenues  of 
$588  million,  expects  to 
report  its  fourth  straight 
quarter  of  declining  oper- 
ating income  compari- 
sons. And  the  firm  has 
warned  that  its  1983  re- 
sults may  trail  those  of 
1982.  But  share  prices  are 
soaring:  M/A-Com's  stock 
now  commands  a  lofty 
multiple  of  37,  selling  for 
more  than  it  did  before  last 
year's  debacle. 

The  enthusiasm  isn't 
caused  by  a  new  manage- 
ment team,  either.  True, 
Dr.  Larry  Gould,  the  for- 
mer chairman  whose  flair 
for  acquisitions  helped 
create  M/A-Com,  is  now 
gone.  Gould,  who  in  his 
final  days  moved  his  of- 
fice to  Boca  Raton,  Fla. 
and  communicated  with 
corporate  headquarters  by 
a  private  teleconferencing 
system,  left  quietly  after 
M/A-Com  agreed  to  pay 
him  $149,450  annually 
until  1990  as  a  "half-time 
consultant."  His  succes- 
sor is  Richard  DiBona,  49, 


M/A-Com's  pipe-puffing  chief  operat- 
ing officer  since  1976  and  a  man  who 
shares  every  bit  of  the  blame  for  the 
company's  current  troubles.  Like 
Gould,  DiBona  has  spent  virtually  his 
entire  career  with  M/A-Com,  and  he 
hardly  seems  up  to  the  job  of  putting 
the  company  back  on  the  fast  track. 

Many  of  M/A-Com's  problems 
stem  from  Gould's  attempt  to  grow 
too  fast.  When  he  became  chief  execu- 
tive in  1975,  M/A-Com — then  called 
Microwave  Associates — was  a  staid 
maker  of  electronic  components. 
Gould  cultivated  friendships  with  en- 
trepreneurs at  small  companies  and 


M/A-Com 's  Richard  DiBona 

"We  put  too  much  pressure  on  short-term  performance 


began  shopping  for  acquisitions. 

When  earnings  started  up,  so  did 
M/A-Com's  stock  price — fueling  still 
more  acquisitions.  His  greatest  coups 
were  Digital  Communications  Corp. 
in  1978  and  LINKABIT  Corp.  in  1980. 
In  one  15-month  period,  Gould  gob- 
bled up  a  dozen  companies.  "We  put 
too  much  pressure  on  short-term  per- 
formance," says  DiBona.  "That's  how 
you  may  end  up  making  investments 
that  are  either  reactionary,  opportu- 
nistic or  misdirected." 

Consider  Ohio  Scientific  Inc.,  a 
small  computer  manufacturer.  It  add- 
ed a  few  cents  to  M/A-Com's  earnings 
in  1980,  but  the  company  soon  began 
losing  money.  After  its  founder  left  to 
do  corporate  research,  M/A-Com  in- 
stalled three  sets  of  managers  who 
knew  little  about  the  small  computer 
business.  The  upshot:  During  a  boom 
in  small  computers,  Ohio  Scientific's 
sales  last  year  fell  by  more  than  half, 
to  less  than  $8  million.  In  November, 
M/A-Com  sold  the  company  and  de- 
clared a  $10  million  loss. 

"We  overestimated  the  company's 
strengths,"  explains  DiBona.  "The 
problems  could  have  been  fixed,  but 
the  cost  wasn't  worth  the  effort."  In- 
terestingly, however,  Kendata  Inc., 
Ohio  Scientific's  new  owner,  has 
booked  more  business  in  three 
months  than  M/A-Com  did  in  its  last 
full  year.  Kendata  expects  to  end  its 
first  year  with  Ohio  Scientific  in  the 
black. 

There  were  other  prob- 
lems, too.  At  Lawrence 
Laboratories,  a  foundry 
bought  in  1980,  M/A-Com 
lost  another  entrepreneur. 
"He  took  everything  with 
him  in  his  head,"  says  Di- 
Bona. "We  had  to  reinvent 
the  wheel."  Result:  a  $2 
million  loss  last  year  at  a 
company  with  sales  of 
only  $5  million.  M/A- 
Com's  Prodelin,  which 
makes  satellite  earth  sta- 
tion antennas,  however, 
fared  even  worse.  It  report- 
ed a  $5  million  inventory 
writedown  last  year  on 
sales  of  $10  million. 

Unfortunately,  M/A- 
Com's  problems  will  take 
more  than  a  few  fast 
writeoffs  to  cure.  They  re- 
flect poor  planning  and 
poor  judgment,  and  there 
is  little  indication  that  Di- 
Bona has  improved  on 
Gould's  weaknesses. 
M/A-Com  is  also  caught 
in  a  classic  profit  squeeze 
in  the  $350  million-a-year 
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Sebagos. 
The  difference 
is  legendary 


Pure  comfort  for  all  seasons:  the  Beefroll  Moc  and  the  Docksides. 
Both  carefully  handsewn  only  in  Maine  by  skilled  Sebago  crafts- 
men. Genuine  moccasin  construction.  Available  at  fine  stores  and 
chandleries  throughout  the  world,  or  write  to  Sebago,  Dept. 
839,  Westbrook,  ME  04092. 


SEBAGO 


CONSTRUCTION 
DISPUTES? 

Call  the  undisputed 
construction  experts. 

wagner  •  hohns  •  inglis  •  inc. 

208  HIGH  STREET 
MOUNT  HOLLY,  NEW  JERSEY  08060 
609-261-0100 


LA  CRESCENTA,  CA 
SAN  FRANCISCO,  CA 
TAMPA.  FL 
KANSAS  CITY,  MO 
MANDEVILLE.  LA 
WASHINGTON.  D  C 


Please  send  us  your  free  brochure  on  WHI  claims  services. 
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market  for  coaxial  cable,  where  it  gets 
more  than  one-third  of  total  revenues. 
Less  than  two  years  ago,  M/A-Com 
was  optimistically  telling  sharehold- 
ers this  market  would  triple  within 
five  years.  Now  management  expects 
it  to  remain  flat. 

Similarly,  M/A-Com  had  high 
hopes  for  a  joint  venture  with  Philips 
to  produce  optical  fiber  cable.  In  the 
last  two  quarters,  however,  the  deal 
cost  M/A-Com  $2.5  million  in  red 
ink.  DiBona  backed  out  of  the  two- 
year-old  partnership  in  February,  and 
Philips  is  so  furious  over  the  whole 
matter  that  it  has  obtained  an  agree- 
ment with  DiBona  that  prevents  him 
from  discussing  the  venture. 

Despite  the  management  blunders, 
M/A-Com's  potential  is  impressive. 
Its  $213  million  components  division, 
a  supplier  for  every  major  U.S.  tactical 
missile,  boosted  profit  margins  to 
16.8%  last  year  from  15.7%.  DiBona 
foresees  growth  of  30%  to  40%  yearly 
over  the  next  five  years  from  his  re- 


Part  of  The  Street's  renewed 
enthusiasm  might  be  based 
on  the  "What-else-can-go- 
wrong?"  theory.  "After  all," 
says  First  Boston's  Marc 
Schulman,  "you  can't  find  a 
new  way  to  lose  $1  million 
or  so  every  quarter." 


cently  reorganized  Integrated  Digital 
Communications  group.  IDC  sells 
satellite  communications  and  elec- 
tronic news-gathering  gear,  as  well  as 
packet-switching  equipment. 

Talk  like  this  excites  institutional 
investors,  who  still  own  more  than 
40%  of  M/A-Com's  shares.  Part  of  The 
Street's  renewed  enthusiasm  might  be 
based  on  the  "What-else-can-go- 
wrong?"  theory.  "After  all,"  says  First 
Boston's  Marc  Schulman,  "you  can't 
find  a  new  way  to  lose  $1  million  or  so 
every  quarter."  Another  investment 
analyst  adds:  "Executives  there  are 
still  more  concerned  with  the  stock 
price  than  with  fundamentals." 

DiBona,  like  Gould  an  MIT  gradu- 
ate, sees  things  differently.  "This 
company,"  he  boasts,  "is  loaded  with 
entrepreneurs.  We  have  33  million- 
aires here,  and  they  stay  because  of 
the  environment.  It  is  a  way  of  cash- 
ing in  and  still  having  your  game  to 
play."  The  difficulty  for  M/A-Com  is 
that  its  current  success  depends  on 
playing  by  slightly  different  rules. 
Gould  clearly  didn't  have  the  disci- 
pline to  impose  them — and  so  far 
there  is  little  evidence  that  DiBona 
does,  either.  ■ 
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It's  no  secret  within  the 
irance  industry  that  non- 
)kers  and  regular  exercisers 
longer. 

So  why  aren't  such 
pie  charged  less  for  their  life 
irance?  At  one  life  insurance 
lpany  they  are:  ITT  Life 
irance  Corporation. 

ITT  Life  offers  a  Good 
dth  Bonus*  that  rewards  both 
-smokers  and  people  who 
7  fit.  If  you  don  t  smoke,  you 
Id  earn  a  65%  insurance 
us  from  ITT  Life.  For  example, 
r  $50,000  policy  would  be 
eased  to  $82,500.  Without 


any  increase  in  premiums. 

If  you  don't  smoke  and 
you  exercise  regularly  you  could 
receive  a  100%  insurance  bonus— 
double  the  protection  with  no 
increase  in  premium. 

Over  half  of  the  non- 
smokers  who  apply  meet  the 
underwriting  criteria  for  the  Good 
Health  Bonus.  Isn't  it  time  you 
began  to  get  the  break  on  life 
insurance  that  you  deserve? 

For  more  details  on  the 
ITT  Life  Good  Health  Bonus,  call 
free:  1-800-328-2193  and  ask  for 
operator  641.  In  Minnesota  call: 
612-545-2100.  Or  mail  the  coupon. 


ITT  Life  Insurance  Corporation  641 
Post  Office  Box  130,  Minneapolis.  Minnesota  55440 

 Please  give  me  a  free  estimate  of  the  low  premiums 

I  would  pay  for  $  of  life  insurance  with 

the  ITT  Life  Good  Health  Bonus.  My  age  is  


I  now  pay  $  in  premiums  per  year. 

I  smoke  cigarettes.    Yes  □    No  □ 

I  exercise  at  least  3  times  weekly.   Yes  □   No  □ 

Mr./Mrs./Ms  

Address  Apt  

City  State  Zip  

Phone  (include  area  code)  


ITT  Life  Insurance 
Corporation 


ITT 


Not  licensed  in  New  York  and  New  Jersey,  residents  of  these  states  not 
eligible.  All  products  not  available  in  all  states. 

I  -  -    --..J 

*Bonus  insurance  guaranteed  for  10  years;  guaranteed  convertible. 


Is  the  savings  and  loan  business  funda- 
mentally safe  or  sorry?  "Safe, "  proclaims 
Elliot  Knutson — and  proves  it. 


Gift  to  be  simple 


By  Roger  Neal 

Housing  is  coming  back,  but  a 
ot  of  savings  and  loan  institu- 
tions, burned  badly  in  the  last 
two  years  by  negative  interest-rate 
spreads  on  their  portfolios  of  30-year 
mortgages,  are  reluctant  to  commit 
heavily  to  such  lending  again.  Instead, 
they  are  seeking  diversification  into 
business  and  consumer  lending  and 
even  commercial  leasing.  Not  so  Seat- 
tle-based Washington  Federal  Savings 
&  Loan.  President  Elliot  Knutson,  who 
has  brought  his  $700  million  assets 
company  through  the  bad  years  in  good 
shape,  is  looking  forward  to  fresh  op- 
portunities to  lend  to  home  buyers. 
"Real  estate  can  be  the  safest  invest- 
ment, if  done  correctly,"  he  says. 

What  keeps  Knutson's  anxiety  level 
low  is  Washington  Fed's  healthy  net 
worth,  which  at  11.13%  of  assets  is 
more  than  double  the  S&L  industry 
average.  The  company's  return  on  as- 
sets in  normal  years,  from  1975 
through  1979,  say,  ranges  from  1.3% 
to  1.9%,  2Vi  times  the  industry  aver- 
age. Even  in  a  bad  year  like  1981, 
Washington  Fed  posted  a  profit  of  $6.2 
million. 

Last  year  Washington  Fed  showed  a 
$19.7  million  net  loss.  That's  because 
Knutson  sold  $108  million  of  low- 
yielding  mortgages.  He  took  his 
lumps  but  also  reduced  the  com- 
pany's tax  bill  by  $7.6  million  and 
raised  its  portfolio  yield  substantially. 
Knutson  reckons  that  such  conserva- 
tism is  the  best  way  to  prepare  the 
company  for  good  times,  or  to  protect 
it  should  interest  rates  rise  again.  But- 
tressed by  its  strong  balance  sheet, 
Washington  Fed  is  currently  holding 
on  to  $4.4  million  worth  of  foreclosed 
real  estate,  confident  that  an  upturn 
will  take  it  out  whole. 

Knutson,  who  favors  a  small,  Spar- 


tan office  off  the  front  door  of  the 
S&L's  main  branch  in  downtown  Se- 
attle, did  have  a  secret  asset  helping 
him  to  keep  the  company  so  healthy: 
Washington  Fed  has  always  done  a 
tidy  business  in  floating-rate  con- 
struction loans.  Two  years  ago,  when 
interest  rates  began  their  rise,  he  built 
up  builder  financing  to  25%  of  the 
company's  portfolio  and  saved  it  from 
the  worst  of  the  mismatches  that  hit 
most  S&Ls.  But  note,  the  asset  there 
wasn't  the  builders'  loans,  but  Knut- 
son's timing. 

That  timing  was  evident  again  last 
November  when  he  converted  Wash- 
ington Fed  from  a  mutual  to  a  public 
company.  Coming  to  market  with 


953,857  shares  at  the  bottom  of  the 
recession  may  not  have  raised  the 
maximum  amount  of  capital,  he  ex- 
plains, but  it  did  give  depositors  and 
employees,  who  had  first  shot  at  the 
new  stock,  a  chance  to  buy  in  at  a 
bargain  price,  $11.75.  The  stock  cur- 
rently sells  over-the-counter  for  $27. 

Knutson,  58,  seems  entirely  at  ease 
relying  on  his  own  judgment.  He  is, 
after  all,  a  former  marine  who  learned 
banking  at  evening  trade  school  and 
quit  Seattle  First  National  Bank  21 
years  ago  to  enter  the  S&L  business. 

Thus,  after  last  fall's  sale  of  unprof- 
itable mortgages,  Washington  Fed's 
underwriter,  E.F.  Hutton,  urged  him 
and  Chief  Financial  Officer  Guy  Pin- 
kerton  to  invest  the  proceeds  in  short- 
term  CDs  and  Treasury  bonds.  "That 
was  sexy,"  observes  Knutson,  who 
didn't  follow  the  advice.  Instead, 
Knutson  and  Pinkerton  poured  $130 
million  into  Ginnie  Mae  and  Fannie 
Mae  paper,  locking  up  high  yields  just 
before  interest  rates  fell.  Knutson 
reckons  they  came  out  $20  million  to 
$30  million  better  off. 

What  does  Knutson  see  immediate- 
ly ahead,  now  that  Washington  Fed  has 
returned  to  profitability  in  the  first 
quarter?  "I  don't  think  growth  in  hous- 
ing will  be  explosive,"  he  cautions, 
"but  it'll  be  pretty  doggone  good."  One 
thing  is  sure:  Elliot  Knutson  won't  be 
diverted  by  fashion  from  business  that 
he  knows  is  fundamentally  safe.  At 
Washington  Fed,  he  says,  mortgage 
lending  is  "done  correctly."  ■ 


Washington  Federal's  Elliot  Knutson 
Equity  equals  security. 
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NEC  is  the  title  sponsor  of  the  Davis  Cup 
and  Federation  Cup  worldwide 


c&c 

COMPUTER  AND  COMMUNICATIONS 

TECHNOLOGY 

How  NEC  helps  curb  rising  costs 


At  NEC,  we  have 
always  believed  that  auto 
mation  effectively 
raises  product h  it) 1 
and  lowers  business 
costs. 

Through  "C&C',' 
our  unique  integrated 
computer  and  com- 
munications technology, 
u  v  're  proi  i>  ig  this  to 
be  true. 

The  NEC  digital  EPBX  system, * 
based  on  80  years  of  know- 
bow  in  the  telecommuni- 
cate} is  field,  illustrates^ 
this  cost-cutting 
potential.  Utilizing 
Ithe  latest  fiber 
I  optics  transmission 
Itechniques,  it  lets 
tyou  link  voice  and 
\data  systems  into 
a  single  cost-effec- 
tive communication 
network 
j  accessible 
do  all. 

Computers 
^incorporating 
our  own 
\adi  wnced 
semiconduc 
[tors  plug 
\nicely  into  this 
network, 
{trimming 
profit -eating 
[expenditures 
[all  along  the 
way.  This  applies 
as  much,  to  our  large 


get  leralpurpose 
computers  and  business 
computers  as  it  does  to 
our  small  personal 
ones  like  thePC-8000, 
the  best-seller 
in  Japan. 
The  NEC  tele- 
conference s\  stem 
takes  our  philosophy 1 
yet  another  step. 
Combining  a  variety 
of  data  processing 
systems  with 
com  mu  ideations 
systems,  it  can 
save  businesses 
ullions  of  dollars 
annually —  and 
business  people 
thousands  of  hours 
of  needless  travel. 
Tf.iese  are  only 
a  few  of  over 
15,000  different 
industrial, 
business  and  home 
electronics  products 
manufactured  by  NEC. 
They  spearhead  our 
drive  to  boost 
m  productivity  and 
curb  costs  by  way 
of  "C&C'—a 
concern  shared 
by  our  customers 
in  over  140 
countries. 

m  SEC 

NEC  Corporation 

PO  Box  LTakanawa,  Tokyo,  Japan 


.VAVAYAVA¥4VAVAVA¥AVAyAVAVAVA¥AVAVWAVAVAVAVAVAVAVAVAVAVAVAVAVAVA¥AVAVAVAVAVAVAVA¥4VAVAVA 

kVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVA 
irAVAVAVAVAyAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAWAVAVAVAVAVAyAVAVAVAVAVAWAVAVAVAVAVAVAVAVA) 

AVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAVAV^^ 

AVA¥A¥AVA¥AVAVAVA¥AVAVAVAVA¥A¥AVA¥AVAVAVA¥AVAVAVAVAyA¥A¥A¥AVAVA¥4¥AVAVAVAVAVA¥A¥A¥AVAVA¥ 


iFGoodrich 


777e  design  of  the  Cotnp  T/A  70V 
includes  this  unique  combination  of 
advanced  materials  and  technology: 
A.  High-modulus  bead  fillers  offer 
predictable  handling  and  superior 
high-speed  touring.  ^~ — 
B.  Dua/  compound  tread  helps  ensure 

long  wear  and  durability.  »  ., 

G.  Special  tread  rubber  compound 
provides  excellent  dry  traction,  ,^7"*^ 
D.  Low rui)ber-to-void ratio reduces^^^ 
hydroplaning  for  outstanding  wet 
traction. 

",.  Computer-optimized  tread  design 
achieves  superb  handling  and 
minimal  noise  levels. 


BFGoodrich  makes  a  complete  line  of 
advanced  T/A1*  High  Tech*  Radials.  If 
you  're  looking  for  a  premium  tire  that 
offers  excellent  performance,  there's  a 
T/A  High  Tech  Radial  designed  for  you. 


Campy  images  aside,  Manny,  Moe  &  Jack 
weren't  really  all  smiles.  But  now  the  auto 
parts  business  they  founded  seems  poised 
for  healthy  growth. 


Boys  'r'  us? 


By  Christine  Miles 


Ben  Strauss  with  Manny,  M< 

"I  wish  Moe  could  see  the  numbers. 


id  westerners  think  they're 
a  singing  group.  Johnny  Car- 
son makes  them  the  butt  of 
jokes.  But  never  mind.  Over  the  past 
62  years  the  Pep  Boys — alias  Manny, 
Moe  &  Jack — has  become  one  of  the 
nation's  leading  auto  parts  retailers. 
With  a  little  more  than  half  of  the 
chain's  112  stores  in  Los  Angeles  and 
the  rest  situated  between  New  Jersey 
and  Washington,  D.C.,  the  grinning 
faces  on  the  corporate  logo  smile  at 
one  another  across  the  continent. 

That  makes  everything  seem  fine. 
But  for  decades  it  wasn't.  Differences 
between  the  two  markets  and  phys- 
ical separation  of  the  partners  made 
Pep  Boys  a  hotbed  of  rivalries  and 
family  squabbles.  Now  things  are 
changing  at  the  $265  million-a-year 
chain.  Moe  Strauss,  the  last  original 
Pep  Boy,  died  in  July  at  85,  and  a  new 
generation  of  managers  seems  pre- 
pared to  make  some  long-delayed  re- 
structuring. "Internal  competition 
has  subsided,  and  a  stronger  merchan- 
dising teamwork  has  emerged,"  says 
Goldman,  Sachs  analyst  Joseph  Ellis. 

Fortunately,  Pep  Boys  has  a  strong 
base  on  which  to  build.  Margins  are 
strong,  and  revenues  were  up  14%  last 
year.  The  chain  is  almost  debt  free 
and  owns  most  of  its  own  locations, 
including  considerable  prime  Los  An- 
geles real  estate.  Analysts  are  predict- 
ing a  16%  earnings  gain  in  1983,  to 
$5.40  per  share.  At  a  current  multiple 
of  15,  Pep  Boys'  thinly  traded  stock 
(48%  family  owned)  is  near  its  alltime 
high  of  77Vi.  Shares  are  trading  at  70 
on  the  Amex,  and  there  are  rumors  of 
a  stock  split. 

The  business  began  in  1921,  when 
Manny,  Moe  and  Jack  pitched  in  $200 
apiece  and  opened  the  first  red-front 
Pep  Auto  Supplies  store.  It  was  on  a 
warehouse-lined  section  of  Philadel- 
phia's rutted  Allegheny  Avenue,  near 
the  firm's  current  headquarters.  Al- 
most immediately,  however,  the  part- 
nership became  a  revolving  door.  Jack 
left  the  first  year  and  Izzy  Strauss, 
Moe's  brother,  "replaced  him. 

Then  Izzy  broke  off  to  form  Strauss 
Auto  .Stores  in  the  New  York  metro- 
politan area.  Moe,  meanwhile,  decid- 
ed to  expand  in  California.  He  dis- 
patched Murray  Rosenfeld,  Manny's 
brother,  to  the  West  Coast. 

From  then  on,  Pep  Boys  was  almost 
two  separate  companies.  The  auto 
parts  business  is  cutthroat  in  Los  An- 
geles, where  some  45  retail  compa- 
nies vie  for  customers.  This  forced 
Rosenfeld  to  update  aggressively. 
Along  the  way,  he  developed  a  highly 
effective  mix  of  discount  prices  and 
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Vhen  we  thread  the  needle,  communication  costs  less. 


ie  3M  Videodata"  System  carries 
ousands  of  messages  on  a  single  cable, 
san  information  utility  that's  cutting 
)mmunication  costs  for  250  companies 
orldwide. 

ne  cable  is  threaded  through  a  factory 
'  any  spreadout  institution.  Up  to  10,000 
formation  sources  can  be  connected, 
omputers,  word  processors,  TV  monitors 
id  more  can  handle  data  simultaneously 
id  never  interfere  with  each  other. 

!  ur  system  can  cut  installation  and  expan- 


sion costs  in  half  compared  with  the  cost 
of  routing  and  re-routing  conventional 
two-wire  hookups. 

Hearing  the  needs  of  the  information  age 
has  helped  3M  pioneer  over  600  products 
for  the  voice,  video  and  data  commu- 
nication field.  We  make  everything  from 
computer  diskettes  to  high-speed  trans- 
lators that  put  computer  data  on  microfilm. 

And  it  all  began  by  listening. 

3M  hears  you... 


I  For  your  free  3M  Voice,  Video  and 

I  Data  Communications  Brochure,  write: 

I  Department  050204/3M,  PO.  Box  4039, 

|  St.  Paul,  MN  55104. 

|  Name  

|  Address  

i  City_  State  Zip  

i  Or  call  toll-free:  1-800-323-1718, 

I  Operator  365.  (Illinois  residents  call 

|  1-800-942-8881) 


3M 


broad  quality-brand  inventories.  The 
family  connections  came  full  circle, 
too.  Rosenfeld's  understudy  was  Mor- 
ton (Buddy)  Krause,  Moe's  son-in-law. 

Meanwhile,  in  the  East,  Moe's  mar- 
keting philosophy  centered  on  dis- 
counting. This  served  the  chain  well 
against  other  independents.  But  when 
giants  like  Sears  and  K  mart  entered 
the  business,  demand  for  higher- 
priced  merchandise  grew,  and  Pep 
Boys  was  slow  to  change.  Moe  stayed 
too  long  with  small  storefronts,  old 
locations  and  cheap  inventory. 

In  1979  Krause  took  over  in  the 
West,  and  Pep  Boys'  coastal  rivalry 
became  more  apparent.  His  operation 
was  leading  the  company  in  revenues 
and  margins,  but  Moe  opposed  spend- 
ing money  to  modernize  back  East.  "It 
was  tough  sledding  for  a  while,"  ad- 
mits Moe's  son  Ben  Strauss,  the  com- 
pany's current  chief  executive,  "but 
now  some  of  the  stores  Moe  objected 
to  are  doing  so  well  I  wish  he  could 
see  the  numbers." 


Another  change  at  Pep  Boys  is  the 
opening  of  several  ministore  locations 
without  service  bays.  "They  were  up, 
running  and  profitable  in  a  very  short 
time,"  says  Strauss.  The  ministores 
complement  Pep  Boys'  full-service 
stores,  which  fill  the  void  left  by  ser- 
vice station  shutdowns.  Pep  Boys' 
strength  on  both  coasts  provides  ac- 
cess to  25%  of  the  nation's  motorists. 
As  a  result  the  chain  has  the  jump  on 
such  competitors  as  Firestone  and 
Goodyear,  which  are  moving  to  com- 
pete more  aggressively  in  the  auto 
parts  business. 

Even  the  battle  with  K  mart  and 
Sears  seems  to  be  tilting  in  Pep  Boys' 
favor.  "K  mart  has  no  sales  help,  and 
Sears  markets  everything  under  their 
own  brand,"  says  Jack  Creamer,  a 
Connecticut-based  auto  aftermarket 
consultant.  "Pep  Boys  stays  very  price 
competitive.  They  have  trained  sales 
help,  and  they  use  national  brand  sell- 
ing strength  to  draw  customers  in." 

Pep  Boys'  second-generation  execu- 


tives also  are  finding  out  how  to  court 
Wall  Street.  "We  hope  investors  will 
think  of  us  as  a  growth  retail  stock 
like  Toys  'R'  Us  rather  than  a  cyclical 
retailer,"  says  Mitchell  Leibovitz, 
chief  financial  officer  and  general 
manager  of  eastern  operations.  "After 
all,"  he  points  out,  "it's  a  buyer's  mar- 
ket for  the  locations  we  need."  An 
example:  Some  of  Pep  Boys'  best  new 
stores  were  once  abandoned  inner- 
city  supermarkets. 

Settling  back  in  the  company  Jaguar 
(license  plate:  pep  boy),  Strauss  starts 
talking  about  another  hidden  asset. 
Items  featuring  that  familiar  Pep  Boys 
logo,  he  explains,  are  a  popular  side- 
line. For  example,  a  T-shirt  embla- 
zoned with  the  image  of  Manny,  Moe 
&.  Jack  sells  for  $4.95.  Also  available: 
no-spill  commuter  drinking  cups  and 
baseball  caps. 

This  may  be  just  a  hint  of  the  prof- 
its to  come  at  Pep  Boys,  now  that  the 
smiles  at  corporate  headquarters  fi- 
nally seem  for  real.  ■ 


Jess  Hay  has  insulated  his  company  from 
interest  rate  shocks.  Others,  please  copy. 


How  to  make 
mortgages  and 
sleep  soundly 


By  William  Baldwin 
with  Jessica  Greenbaum 

T|  he  last  several  years  of  inter- 
est rate  chaos  should  have  been 
hellish  for  anyone  in  housing  fi- 
nance. Yet  mortgage  banker  Lomas  & 
Nettleton  Financial  Corp.'s  earnings 
have  risen  uninterruptedly  since 
1974,  to  $20.9  million  on  $134  mil- 
lion revenues  in  the  fiscal  year  ended 
last  June.  For  the  first  half  of  fiscal 
1983,  net  was  up  34%,  to  $12.8  mil- 
lion, or  $1.76  a  share. 

How  come?  Because  Jess  Hay,  Lo- 
mas' poised,  slow-talking  chairman, 
has  made  it  his  business  to  avoid  risk. 
"Mortgage  banking  is  a  middleman's 
function,"  he  says.  "We've  stayed  in 
the  middle."  Hay,  52,  was  a  lawyer 


and  outside  board  member  in  1966 
when  Lomas'  creditors  called  him  in 
to  run  the  company  after  it  had  be- 
come dangerously  overextended.  He 
liquidated  $70  million  of  the  firm's 
assets  and  cut  headquarters  staff  by 
half.  Then  he  began  a  steady  expan- 
sion that  has  made  Lomas  the  largest 
mortgage  banker  in  the  U.S. 

Like  the  shaky  savings  and  loan  in- 
dustry, mortgage  bankers  stand  be- 
tween homeowners  who  consume 
capital  and  investors  who  supply  it. 
The  principal  difference  is  that,  while 
S&Ls  gather  housing  capital  mostly 
from  small  savers,  mortgage  bankers 
look  to  pension  funds,  insurance  com- 
panies and  wealthy  individuals. 

Lomas  has  some  lucrative  side- 
shows, like  lending  to  home  builders, 


but  its  core  business  is  servicing  $17 
billion  of  mortgages — collecting  the 
monthly  checks,  dunning  late  payers 
and  making  sure  property  taxes  and 
fire  insurance  premiums  are  paid. 
These  are  typically  loans  guaranteed 
by  the  Federal  Housing  Administra- 
tion or  the  Veterans  Administration 
and  packaged  into  Ginnie  Mae  (Gov- 
ernment National  Mortgage  Associ- 
ation) securities  and  sold  to  investors. 
Servicing  fees  of  just  under  0.5%  of 
the  loan  balance  annually  leave  plen- 
ty of  profit  margin  for  an  outfit  like 
Lomas,  where  large  computers  do  the 
work.  Its  return  on  equity,  about  20% 
currently,  is  almost  double  that  of  the 
average  firm  surveyed  by  the  Mort- 
gage Bankers  Association.  •, 

The  company  doesn't  sit  back  and 
wait  for  fee  income  to  roll  in.  For  one 
thing,  it  benefits  from  its  control  over 
escrow  balances — the  money  for  taxes 
and  insurance  collected  in  advance 
from  homeowners.  Federal  guidelines 
say  interest  earned  on  escrow  funds 
should  be  passed  along  to  the  home- 
owner. Lomas,  with  $300  million  in 
escrow,  neatly  sidesteps  this  require- 
ment. Instead  of  depositing,  say,  $1 
million  of  escrow  money  in  a  bank  at 
CD  rates,  it  may  leave  the  money  in  a 
no-interest  account,  then  have  the 
bank  lend  back  $2  million  at  half  of 
normal  rates.  Cheap  capital  for  Lomas 
and  zero  interest  to  homeowners  (ex- 
cept in  states  with  their  own  escrow 
laws).  Unfair?  Not  really.  If  the  com- 
pany were  forced  to  forego  use  of  es- 
crow balances,  it  would  make  it  up  on 
higher  fees  elsewhere. 
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There's  more  hidden  gold  in  the 
servicing  business.  FHA  and  VA  bor- 
rowers are  an  easy  direct-mail  target 
for  insurance,  especially  credit  life  in- 
surance that  pays  off  the  mortgage  if 
the  breadwinner  dies.  Lomas'  insur- 
ance operations,  which  generate  $14 
million  a  year  in  revenues,  have  pre- 
tax profit  margins  of  up  to  41%. 

The  mortgage  portfolio  being  the 
golden  goose  of  service  income,  mort- 
gage bankers  work  constantly  to  fat- 
ten it.  Lomas  &  Nettleton  last  sum- 
mer acquired  Advance  Mortgage  Co. 
for  $69  million,  adding,  in  one  trans- 
action, $4.9  billion  to  its  servicing 
portfolio.  The  other  way  to  keep  from 
shrinking,  as  old  loans  are  paid  off,  is 
to  make  new  ones. 

Now,  most  mortgage  bankers  take  a 
loss  to  originate  a  mortgage,  since  the 
1%  processing  fee  the  FHA  permits 
doesn't  cover  costs.  But  not  Lomas, 
which  expects  at  least  to  break  even 
booking  new  business.  "It's  not  a  per- 
fectly priced  commodity,"  says  a  Lo- 
mas official.  "There's  a  lot  of  service 
involved  in  getting  the  loan  closed 


Jess  Hay,  chief  executive  of  Lomas  &  Nettleton 
The  safest  road  is  the  middleman's. 


quickly,  making  the  real  estate  agent 
happy,  the  builder  happy."  Recently 
Lomas  was  quoting  Houston  loan  ap- 
plicants a  price  of  96  for  a  12%  FHA 
loan  (put  another  way:  They  were 
charged  4  points),  terms  slightly  less 
favorable  than  those  offered  by  com- 
peting lenders.  Lomas  was  simulta- 
neously selling  those  mortgages  for 
May  and  June  delivery  in  the  form  of 
11.5%  Ginnie  Maes — the  missing 
0.5%  being  the  servicing  cost — at  a 
price  of  about  97.  A  nice  1 -point 
markup  (better  than  Lomas  usually 
gets),  with  little  risk  to  Lomas.  The 
Ginnie  Mae  buyers  take  the  risk  that 
interest  rates  will  shoot  up  while  the 
loan  is  being  processed. 

But  there  is  another  problem  be- 
sides interest  rate  fluctuations:  chron- 
ic inflation,  which  prices  traditional 
fixed-rate  mortgages  and  their  FHA 
and  VA  customers  out  of  the  market. 
Lomas  has  hedged  with  its  new  vari- 
able-rate, graduated-payment  mort- 
gage. This  item  accounted  for  nearly 
half  of  Lomas'  $573  million  loan  vol- 
ume in  the  first  six  months  of  1982, 
when  fixed-rate  mort- 
gages seemed  all  but  dead, 
and  even  now  is  good  for 
$20  million  a  month. 

Home  buyers  are  leery 
of  variable-rate  loans,  but 
Lomas  is  trying  to  educate 
them.  "It's  an  attractive 
product,  even  with  inter- 
est rates  down,"  says  Hay. 
"It  means  a  young  couple 
making  $30,000  can  quali- 
fy for  a  home  that  other- 
wise would  require  an  in- 
come of  $40,000."  Vari- 
able-rate mortgages  are 
not  eligible  for  FHA  and 
VA  guarantees,  and  inves- 
tors are  leery  of  securities 
that  don't  have  such  guar- 
antees. But  perhaps  they 
can  be  educated,  too.  In 
July,  Lomas  plans  to  com- 
mence sales  of  a  variable 
annuity  tied  to  non-gov- 
ernment-guaranteed, vari- 
able-rate mortgages.  It 
hopes  to  be  selling  $200 
million  a  year  of  the  prod- 
uct by  1985. 

How  does  Lomas  &. 
Nettleton  thrive?  By  prac- 
ticing banking  in  its  pur- 
est form:  mere  brokering. 
"We  don't  take  any  more 
risks  than  you  have  to  in 
this  business,"  says  Hay. 
Easier  said  than  done,  but 
something  that  every 
bank,  and  S&L,  must 
learn  to  do.  ■ 


Incentive 
Award. 


Your  top  people  will 
aspire  to  even  greater 
heights  with  awards 
of  Cross  fine  writing 
instruments 
displaying  your 
corporate  emblem. 
Visible  success,  to 
inspire  others. 
Write  on  your 

company 
letterhead  for 
our  business 
gift  and  award 
catalog. 


SINCE  1B-46 

A.  T.  Cross  Company 
70  Albion  Road,  Lincoln,  R1  02865 
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The  calmest  executive  in  the  tobacco  busi- 
ness isn  't  someone  you  ve  heard  a  lot  about. 


Livin'  easy  at 
Universal  Leaf 


By  William  Harris 


WHILE  THE  BIG  CIGARETTE 
brand  marketing  wizards  get 
ulcers  struggling  over  market 
share  and  fervently  wishing  the  Sur- 
geon General  would  go  away,  Univer- 
sal Leaf  Tobacco  Co.  of  Richmond, 
Va.,  the  world's  largest  tobacco 
broker,  has  been  quietly  and  profit- 
ably minding  its  own  business  behind 
the  scenes. 

Universal  (sales,  $1.3  billion) 
couldn't  care  less  about  cancer  scares 
or  the  fight  among  those  250  cigarette 
brands  for  the  consumer.  It  just  keeps 
doing  what  it  has  been  doing  since 
1918:  supplying  the  tobacco  it  buys 
from  farmers  in  20  countries  to  the 
world's  major  cigarette  makers.  Philip 
Morris,  its  largest  customer,  takes 
38%  of  sales. 

Last  year  Universal's  earnings 
climbed  10%,  to  $34  million,  or  $3.93 
a  share,  the  twelfth  consecutive  year 
of  growth  despite  two  recessions. 
Profit  margins  are  small,  typically 
some  3%,  but  Universal's  return  on 
equity  has  averaged  18%  over  the  last 
five  years.  That,  when  long-term  debt 
is  less  than  one-fifth  of  the  company's 
total  capitalization. 

What  is  Chairman  Gordon  Cren- 
shaw doing  right?  "I  don't  know," 
shrugs  the  taciturn,  silver-haired 
Crenshaw,  61,  who  has  run  Universal 
Leaf  for  the  last  18  years.  But  he  does 
know  a  few  things.  All  about  the  120 
grades  of  tobacco — like  wine  vin- 
tages— as  well  as  which  ones  can  be 
substituted  for  each  other.  A  high- 
quality  Zimbabwe  leaf,  for  example, 
can  be  used  in  lieu  of  Virginia  tobacco 
in  many  cigarette  blends.  The  taste  is 
comparable. 

Crenshaw  also  knows  where  to 
tack  on  the  fees  for  special  services, 
such  as  removing  the  stems 


Universal  Chairman  Crenshaw 
How's  he  do  it?  "I  don't  know." 

packing  the  tobacco  into  hogsheads 
and  shipping  it  to  factories.  Unlike 
the  old  days  when  Universal  bought 
on  speculation,  Crenshaw  knows  to 
have  his  orders  in  hand  long  before 
harvest  time.  There  are  competitors 
around  who  will  do  exactly  the  same 
things  at  pretty  much  the  same  prices. 
But  in  this  service  business,  a  custom- 
er rarely  defects  if  you  are  dependable. 
Crenshaw  is  dependable. 

Clearly,  Universal  has  benefited 
from  the  growth  of  Philip  Morris,  a 
customer  since  the  1930s.  But  Uni- 
versal helped  that  company  get  going. 
In  the  early  days,  when  Philip  Morris 
was  up  against  already  well-estab- 
lished giants  like  R.J.  Reynolds,  Uni- 
versal actually  financed  the  tobacco 
purchases  with  which  Philip  Morris 
was  building  market  share.  That  help 


has  not  been  forgotten. 

Still,  even  Philip  Morris  has  now 
started  building  up  its  own  buying 
force,  which  means  it  will  not  be  de- 
pending on  Universal  for  as  much  of 
the  stuff  it  shreds  and  rolls  into  Marl- 
boros,  Virginia  Slims  and  Merits 
(Crenshaw's  own  favorite,  which  he 
smokes  continually). 

Although  Crenshaw  refuses  to 
talk  about  his  relationship  with 
"any  particular  customer,"  he's  not 
too  worried  about  a  big  chunk  of 
business  going  up  in  smoke.  After 
all,  Philip  Morris  has  only  15  buyers 
out  in  the  field.  Even  if  it  eventual- 
ly does  buy  most  of  its  tobacco 
directly  at  the  auctions,  as  Reynolds 
and  American  Brands  already  do, 
Philip  Morris  will  still  have  to  rely 
on  Universal  for  the  troublesome 
chores:  to  clean,  pack  and  ship  the 
tobacco  to  its  factories. 

Also,  Universal  already  has  a 
strong  presence  abroad.  At  least  30% 
of  the  tobacco  now  found  in  U.S. 
brands  is  grown  in  such  places  as 
Brazil  or  Malawi,  compared  with 
only  14%  a  decade  ago.  Although  the 
quality  of  foreign  tobacco  is  not  con- 
sidered as  good  as  that  grown  in  the 
U.S. — quality  chiefly  means  nicotine 
content,  which  gives  tobacco  its 
taste — the  foreign  leaf  is  about  half 
the  price,  thanks  to  the  farm  price- 
support  system  here. 

Universal,  quick  to  realize  the  sal- 
ability  of  offshore  tobaccos  as  filler 
in  American  cigarette  blends,  was 
one  of  the  first  brokers  to  set  up 
shop  overseas,  back  in  the  1930s. 
That  move  has  continued  to  pay  off 
for  other  reasons.  Now  Universal 
sells  to  such  foreign  customers  as 
the  Rothman  Group,  the  Scandina- 
vian Tobacco  Co.  and  the  Japan  To- 
bacco monopoly.  Foreign  tobacco 
consumption  is  growing  2%  annual- 
ly vs.  a  1%  decline  in  the  U.S. 

Such  a  smoothly  humming  com- 
pany, such  an  ample  cash  flow — now 
$5.15  per  share — why  hasn't  anybody 
tried  to  buy  up  the  8.7  million  shares 
outstanding?  In  1976  Congoleum 
Corp.  did.  Problem?  No.  In  his  low- 
key  way,  Crenshaw  simply  let  it  be 
known  that  if  Congoleum  stepped  in, 
he  and  his  top  management  would 
walk  away.  They  are  the  ones  who 
maintain  all-important  personal  con- 
tacts with  the  likes  of  the  Japanese 
tobacco  monopoly  (the  largest  foreign 
buyer  of  U.S.  leaf).  Congoleum,  realiz- 
ing it  would  be  holding  an  empty  bag, 
slunk  away. 

For  a  fellow  who  claims  that  he 
doesn't  know  what  he's  doing,  Gor- 
don Crenshaw  is  getting  along  just 
fine  and  dandy.  ■ 
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Business  Communications 
Applications  for 
Increased  Productivity 

It  is  a  paradox  of  our  times  that  in  an  era  in 
which  technology  advances  at  an  un- 
precedented pace,  we  should  still  be  con- 
cerned with  problems  of  productivity. 

Certainly,  in  at  least  one  significant 
area— information— the  strides  we've  made 
are  monumental.  And  information,  and  com- 
municating information,  are  major  tools  we 
can  use  to  improve  productivity.  But  still, 
there  is  a  gap.  There  is  a  great  leap  yet  to 
be  made  between  what  we  know  and  how 
to  use  what  we  know  to  good  effect. 

What  can  be  done  to  bridge  that  gap? 
How  can  modern  technology,  particularly  in 
the  highly-developed  art  of  communication, 
be  applied  to  improve  our  rate  of  productivity? 

To  answer  these  questions,  let's  take  a 
close  look  at  some  of  the  elements  involved: 
the  realities  of  productivity;  the  state  of  the 
art  in  business  communication;  the  applica- 
tion of  the  state  of  the  art  to  the  realities. 

Productivity 

This  is  a  world  in  which  the  resources  we 
can  bring  to  bear  in  industrial  production- 
labor,  raw  material,  capital— are  finite.  There 
is  just  so  much  labor,  so  much  raw  material, 
so  much  capital.  But  the  needs  of  the 
world,  because  of  population  growth  and 
other  factors  influencing  economic  de- 
mand, continue  to  grow.  They  seem  infinite. 

The  core  problem,  then,  would  seem  to 
be  how  to  leverage  the  finite  resources  of 
the  world  to  meet  the  growing  and  infinite 
needs  of  our  population  and  our  economy. 

One  authority,  Charles  H.  Kepner,  in  an 
excellent  paper,  "Productivity— Where  It 
Went  and  How  We  Get  It  Back,"  defines 
productivity  as  the  relationship  between 
resources  put  into  a  process  and  the  value 
received  as  a  result.  The  greater  the  differ- 
ence between  input  and  output,  the  greater 
the  productivity.  The  more  it  costs  to  make 
that  product  or  deliver  that  service,  mea- 
sured in  capital,  labor  and  raw  material,  the 
lower  the  productivity.  Unless  that 
difference— that  margin— widens  from  year 
to  year,  productivity  stagnates.  Costs  rise, 
margins  are  reduced,  and  the  individual 
company  becomes  less  competitive,  less 
profitable.  When  entire  industries  are  thus 
afflicted,  the  economy  itself  stagnates.  The 
goal,  according  to  Kepner,  is  to  make  better 
products  at  lower  cost  this  year  over  last 
and  to  increase  productivity  in  each  subse- 
quent year. 
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During  the  generally  halcyon  years  fol- 
lowing World  War  II,  the  U.S.  economy  grew 
at  a  healthy  and  accelerated  pace.  But 
lulled  by  technological  superiority  in  most 
disciplines  and  unthreatened  by  foreign 
competition,  American  business  seemed  to 
grow  complacent— comfortable  in  the 
notion  that  we  should  forever  be  the  domi- 
nant worldwide  industrial  and  economic 
force.  Capital  investment  for  the  future, 
many  believe,  came  to  be  secondary  to 
next  quarter's  earnings  and  the  immediate 
year's  performance.  Our  focus  seemed  to 
turn  toward  the  short  term  profit,  when  the 
gradual  but  aggressive  growth  of  industry  in 
other  countries  might  have  dictated  a 
longer  view. 

Hindsight  tells  us  that  we  should  have 
expected  a  loss  in  competitive  edge,  as  our 
own  productivity  began  to  decline  even  as 
our  foreign  competitors'  productivity  in- 
creased. Total  productivity  growth  in  the 
United  States  has  continued  to  decline— to 
a  point  where  it  now  trails  that  of  our  most 
serious  foreign  competitors. 

Ironically,  many  of  the  management 
techniques,  and  most  of  the  technology, 
that  have  been  applied  and  adapted  so 
successfully  by  other  countries  (particularly 
Japan)  originated  in  the  United  States. 

The  decline  in  productivity  has  been 
uneven.  In  farming,  where  technology  (in 
farm  machinery,  irrigation  systems  and 
chemicals)  has  played  a  dominant  role, 
there  are  fewer  farmers  today  than  existed 
in  the  years  just  following  World  War  II,  and 
yet  our  farm  production  exceeds  that  of  any 
nation  in  the  world.  But  in  many  other  areas 
of  industrial  production,  such  as  steel,  auto- 
mobiles and  electronics,  American  techno- 
logical superiority  is  being  used  by  others 
to  compete  successfully  against  us.  The 
need  to  regain  our  competitive  edge  by 
improving  productivity  is  abundantly  clear  in 
industrial  production. 

The  need  is  becoming  increasingly 
acute  in  the  white  collar  area  as  well.  AIS/ 
American  Bell  claims  that  office  productivity 
has  increased  just  1  %  during  the  past  five 
years.  At  the  heart  of  this  problem  is 
communication — the  very  area  in  which  we 
enjoy  the  greatest  technological  superiority. 
The  white  collar  sector  functions  most 
intensively  on  information— on  the  ability  to 
communicate  and  access  accurate  and 
timely  information;  to  enable  prompt,  easy 
and  relatively  inexpensive  interaction 
among  individuals  in  different  locations;  to 
simplify  customer  order  entry,  fulfillment  and 
invoicing;  to  extend  sales  reach  and  effec- 


tiveness. In  view  of  our  superiority  in  this 
very  technology,  a  diminished  productivity 
rate  is  alarming 

What  seems  to  be  happening  is  that 
the  new  technology  is  being  misapplied. 
Sophisticated  telephone  systems,  word 
processing,  computer  networks  and  elec- 
tronic mail,  memory  typewriters,  even  faste 
telecopiers  and  communicating  telecopier: 
are  generating  more— not  less— paper;  am 
can  result  in  decreased,  not  greater, 
productivity. 

An  Eastman  Kodak  study  reported  thai 
the  volume  of  paper  handled  by  the  averag 
U.S.  office  worker  is  increasing  at  the  rate 
of  two  file  drawers  per  year,  or  roughly 
4,000  documents.  An  interesting  study  by 
A.B.  Dick,  entitled  Frustration  In  The  Work- 
place ...  Its  Effect  on  Productivity,  states, 
"Offices  in  the  United  States  generate 
approximately  600  million  pages  of  compu 
ter  printouts,  234  million  photocopies,  and 
76  million  letters  daily.  All  of  this  paper, 
about  45  new  sheets  of  paper  a  day  per 
office  worker,  is  threatening  to  overwhelm 
us  in  a  flood  of  data,  not  necessarily 
information." 

Data— not  information 

And  herein  lies  the  first  clue  to  under- 
standing productivity  in  the  office:  the  dif- 
ference between  data  and  information. 

More  data  isn't  more  information,  any 
more  than  more  production  is  more  pro- 
ductivity. And,  it  would  seem,  our  vast  tech' 
nology  is  often  producing  more  data  and 
less  information. 

What's  the  difference? 

•  556002232,  as  a  string  of  numbers 
alone,  is  data;  556-00-2232,  as  a 
social  security  number,  is  information 

•  2123560010,  as  a  string  of  numbers 
alone,  is  data;  (212)  356-0010,  as  a 
telephone  number,  is  information 

•  041183,  as  a  string  of  numbers  alone 
is  data;  04/11/83,  as  a  date,  is 
information. 

The  ability  to  use  the  new  technology 
to  generate  data  is  only  half  the  battle.  To 
win  the  productivity  war  we  must  win  the 
other  half  of  the  battle— to  turn  data  into 
effective  information. 

To  influence  productivity,  information 
must  contribute  to  the  useful  and  productiv 
knowledge  of  its  users— the  correct  end 
users.  Productivity  is  not  the  exclusive 
domain  of  senior  or  even  middle  manage- 
ment. It  is  often  gained  or  lost  in  the 
trenches— in  the  office,  the  plant,  the  con- 
ference room;  on  the  telephone,  the  lathe, 
and  the  word  processor.  Certainly,  it  means 
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More  than  a 
personal  computer. 


It's  an  accountant  word 
processor  and  financial 
planner.  Now  for  only 
$3,390  per  user* 

No  matter  what  business  or  profession  you're  in,  ALTOS 
has  a  desktop  business  computer  system  that  can  improve 
your  efficiency— at  a  price  that  won't  put  you  out  of  business. 

For  example,  a  typical  Altos  business  solution  includes 
integrated  software  applications  for  accounting  (including  a 
self-paced,  step-by-step,  built-in  tutorial),  word  processing  and 
financial  planning.  They're  all  easy  to  learn  and  use. 

You  can  also  choose  from  hundreds  of  other  applications  for 
attorneys,  dentists,  doctors,  insurance  agents,  manufacturers, 
pharmacists,  realtors  and  many  more. 

Altos  systems  are  designed  to  grow  as  your  business  grows. 
You  can  start  with  a  single  user  and  add  more  users  on  the  same 
system.  Plus  you  can  link  hundreds  together  with  a  network. 

And  when  you're  ready,  built-in  features  let  you  add  more 
storage  capacity,  peripherals  and  communications— even  elec- 
tronic mail  and  appointment  scheduling. 

All  of  our  systems  are  backed  by  responsive,  nationwide 
service  and  support  through  the  Customer  Service  Division  of 
TRW,  Inc. 

So  if  your  business  or  profession  demands  more  than  a 
personal  computer  can  deliver,  talk  to  Altos.  Call,  write  or  clip 
the  coupon  today  for  a  free  brochure  and  the  name  of  your 
local  Altos  representative. 


Packed  with  more 
value  for  business 

□  Please  tell  me  more  about  the  hundreds  of  uses  for  an  Altos 
desktop  business  computer  system. 

□  My  application  is  

□  Please  have  an  Altos  representative  contact  me.  FB-41 1 

Name  Title  

Company  Tel  

Address  

City /State/Zip  

Mail  to:  Altos  Computer  Systems.  Attn:  Marketing  Services. 
2641  Orchard  Park  Way.  San  Jose.  CA  95134 

800-538-7872  (In  Calif..  800-662-6265) 


'Complete five  user  Altos  system  for  $3,390  per  user  or  $16,950  Price  approximate  and  may  vary  in  your  area  Packaged  system  includes  an  Altos  586-10  hard  disk  computer  with  the  XENIX  /UNIX  " 
operating  system  with  the  Altos  Business  Command  Menu  Interface,  five  terminals,  and  the  ALTOS  ACCOUNTANT  (with  the  built-in  ALTOS  COMPUTER  TUTOR)  ALTOS  EXECUTIVE  WORD 
PROCESSOR,  and  ALTOS  EXECUTIVE  FINANCIAL  PLANNER  applications  Price  does  not  Include  printer,  cables,  installation,  taxes,  additional  training  and  maintenance 

ALTOS  Is  a  registered  trademark  of  Altos  Computer  Systems  XENIX  is  a  trademark  of  Microsoft  and  is  a  microcomputer  implementation  of  the  UNIX  operating  system  UNIX  is  a  trademark  of 
Bell  Laboratories  1 1983  Altos  Computer  Systems 
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understanding,  in  the  first  instance,  what 
information  is  needed  and  how  it  is  to  be 
used.  Only  then  can  one  make  effective 
decisions  when  called  on  to  choose  tech- 
niques and  equipment  for  gathering,  sorting 
and  communicating  data 

The  Growth  of  Technology 

The  technical  means  to  communicate  bus- 
iness information  began  more  than  145 
years  ago,  when  Samuel  F.B.  Morse  invented 
the  telegraph.  In  1876,  business  communi- 
cation took  a  second  giant  stride  when 
Alexander  Graham  Bell  filed  a  patent  for 
the  electronic  transmission  of  speech— the 
telephone.  Technology  accelerated  with 
Marconi's  invention  of  radio  and  the  growth 
of  radio  broadcasting  in  the  1920's,  fol- 
lowed by  television  in  the  1940's.  World  War 
spurred  rapid  development  of  microwave 
radio  as  a  vehicle  for  information  move- 
ment. The  technical  information  needs  of 
the  military  during  the  war  also  hastened 
the  development  of  the  earliest  electronic 
computers.  Cumbersome  and  expensive, 
they  were  a  long  way  from  being  able  to 
serve  the  ordinary  needs  of  business. 

Modern  technology  began  in  the  1950's 
and  1960's,  with  the  development  of  tran- 
sistor technology.  At  first  it  was  useful  in 
improving  the  performance  of  voice  com- 
munication. But  then  it  made  possible 
extraordinary  computer  capability  in  man- 
ageable size— and  at  manageable  cost. 
First  came  large  mainframe  computers  for 
only  the  largest  companies;  and  later  the 
microcomputer  as  we  know  it  today. 

The  increasing  use  of  computers,  in  the 
1960's,  with  their  ability  to  manipulate  and 
store  vast  quantities  of  information,  stimu- 
lated the  need  for  computers  to  communi- 
cate with  one  another.  Computers  under- 
stand only  electronic  impulses,  similar  to 
those  carried  by  the  early  telegraph,  but  the 
ubiquitous  telephone  voice  circuitry  offers 
the  greatest  opportunity  for  rapid  communi- 
|  cation.  And  so  voice  circuits  had  to  be 
segregated  and  conditioned  specifically  for 
computer  traffic,  using  the  modem— the 
modulator/demodulator  Computers 
j  ushered  in  a  new  era  of  business  communi- 
cation in  which  data  could  be  developed, 
manipulated,  stored  or  transmitted  with 
I  remarkable  ease. 

Increasingly,  during  the  past  two 
I  decades,  business  users  have  learned  to 
I  use  computers  to  communicate.^ using  a 
variety  of  terminals  and  workstations.  Busi- 
nesses today  can  seek  information,  enter 
orders,  request  reports,  and  generally  con- 
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duct  business  with  an  ability  and  speed  that 
seems  as  far  removed  from  the  practices 
of  the  1940s  as  from  the  quill  pen. 

Which  is  not  to  say  that  this  capability 
is,  as  yet,  sufficiently  integrated  into  busi- 
ness practice  to  the  degree  that  it  can 
improve  productivity.  Even  with  this  capabil- 
ity, business  users  continue  to  communi- 
cate with  others  through  separate  tele- 
phone systems  and  voice  communications 
circuits,  often  about  information  maintained 
and  generated  by  the  computer— to  explain 
it,  to  challenge  it  and,  on  occasion,  to  stop  it. 

William  Jacobson,  Vice  President  of 
Marketing  for  Executone,  Inc.  emphasizes 
the  need  to  apply  the  new  technology  to 
the  smaller  business  user.  "Most  advanced 
communications  capabilities  start  in  the  big 
systems  serving  big  business.  The  major 
challenge  of  the  1980's  for  Executone,  Inc. 
is  to  bring  these  capabilities  to  the  small 
and  medium-sized  business  user  whose  sur- 
vival and  success  depend  on  productivity." 

Recent  Developments 

The  recent  pace  of  technological 
advancement  has  been  breathtaking  and, 
today,  the  distinction  between  communica- 
tions and  computers  is  no  longer  even 
necessary.  Computers,  at  the  very  core  of 
communications  networks,  route  and  con- 
trol communications  on  major  common 
carriers,  including  AT&T  GTE,  MCI.  SBS, 


and  Tymnet.  Voice  and  computerized  dat 
traffic  can  now  flow  through  the  same  tel 
phone  systems,  and  sometimes  simulta- 
neously. In  fact,  most  users  are  unprepar 
to  take  advantage  of  all  the  sophisticated 
functions  of  which  computerized  telephoi 
systems  are  capable. 

Recent  developments  that  have 
increased  business  communications  cap 
bilities  include  satellites  and  fiber  optics. 

Satellites  make  it  possible  to  move  la« 
volumes  of  all  forms  of  data,  without  wire 
or  cables,  between  stations  thousands  of 
miles  apart. 

Fiber  optics  permit  the  rapid  transmiss 
of  enormous  amounts  of  information  by  tl 
use  of  hair-thin  fibers.  A  single  glass  fibei 
developed  by  Corning  Glass  Works,  can 
carry  300,000  voice  conversations  simul- 
taneously AT&T  already  has  about  37,00 
miles  of  fiber  strands  in  service,  while  MC 
and  GTE  now  use  fiber  optics  and  plan 
extensive  future  use. 

With  the  proliferation  of  business  com( 
munications  systems  and  services, 
stronger  competition  has  spurred  techno 
logical  advances  (see  Exhibit  I).  Capabilit 
of  systems  have  grown  exponentially. 
Competition  should  be  even  keener  as  a 
result  of  the  consent  decree  that  settled  tl 
Justice  Department's  anti-trust  suit  again: 
AT&T  and  the  FCC's  Computer  Inquiry  II 
directives.  These  two  momentous  agree- 
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ANYTHING 

TOO  SOON. 


In  business, 
even  bad  news 
should  travel  fast. 
Communication 
is  everything. 

This  is  why 
we  offer  you  tools 
like  electronic  mail. 
Now  executives  can 
keep  in  touch  with  everyone.  Instantly. 

The  need  for  better  communication 
is  why  we  made  sure  our  office  systems 
will  work  with  your  data  processing  system. 
Whether  it's  a  Honeywell  system  or  not. 

Providing  you  more  information  for 
better  decisions  is  what  our  Office  Auto- 
mation Systems  are  all  about. 

In  these  demanding  times,  an  execu- 
tive is  only  as  good  as  his  information. 


For  more  information  about 
Honeywell's  Office  Automation  Systems, 
complete  the  coupon  below.  Or  call 
800-225-3222/3  (within  the  617  area 
call  895-6000). 


I'd  like  to  know  more  about  your  Office 
Automation  Systems. 

□  Send  me  more  information. 

□  Have  a  salesperson  call  me. 

□  Call  me  to  arrange  a  demonstration. 

Name 
Company 


Title 


Tel.  No 


Address 


City  State  Zip 

Mail  to:  Ms.  Carol  Vallone,  Dept.  FB041 1 
Honeywell  Office  Automation  Systems 
Three  Newton  Executive  Park  Drive 
Newton  Lower  Falls,  MA  02 162 


THIS  IS  HOW  WE  SEE  OFFICE  AUTOMATION. 

Honeywell 


merits  removed  the  regulatory  wraps  from 
most  business  communications  services, 
especially  those  enhanced  by  computer 
technology. 

Although  AT&T  may  choose  not  to 
compete  directly  with  IBM,  Digital  Equip- 
ment and  others  in  manufacturing  computer 
equipment,  it  is  clear  that  the  new  unregu- 
lated subsidiary,  AIS/American  Bell,  will 
market  a  variety  of  advanced  information 
systems  Included  will  be  network  services, 
voice  and  data  terminals,  computer  peri- 
pherals, intelligent  telephones,  and  increas- 
ingly capable  communications  switching 
systems.  The  next  few  years  should  be 
filled  with  exciting  new  products  from  AT&T 
and  its  competitors. 

Vendors,  recognizing  rapidly  changing 
user  needs,  are  crossing  over  into  competi- 
tors' traditional  markets  and  forming  co- 
operative ventures.  For  example: 

•  IBM,  already  a  part-owner  of  Satellite 
Business  Systems,  recently  joined 
with  MITEL  of  Canada  to  develop  and 
market  switching  systems  in  the  U.S. 

•  Northern  Telecom  Inc.  and  Sperry 
Univac  are  coordinating  complemen- 
tary product  developments. 

•  Xerox  introduced  Ethernet  with  major 
support  from  Digital  Equipment 
Corporation  and  Intel. 

•  American  Satellite  is  forming  a  joint 
venture  with  MITEL  to  offer  shared 
long  distance  voice,  data  and  video- 
conferencing services. 

Emerging  technologies,  such  as  local 
area  networks,  videoconferencing,  and 
shared  communications  services,  are 
beginning  to  have  more  widespread  impact. 

Local  area  networks  (LANS)  are  high- 
capacity  communications  pathways  that 
allow  a  sizeable  number  of  various  busi- 
ness communications  devices,  located  in  a 
limited  geographical  area,  to  communicate 
with  one  another.  They  are  becoming 
increasingly  available,  lower  in  cost,  and 
easier  to  use.  Currently,  more  than  10,000 
LANS  are  installed,  mostly  in  an  office 
environment;  their  number  is  expected  to 
reach  37,000  by  1987.  This  is  an  average 
compound  annual  growth  rate  of  about 
29%  (Exhibit  li). 

The  American  Stock  Exchange  in  New 
York  recently  completed  installation  of  a 
local  area  network  that  ties  trader  positions 
to  computers  in  a  nearby  building.  Eventually, 
this  LAN  can  accommodate  telephone  and 
video  services  and  additional  terminals  and 
data  transfers  without  additional  cabling 


Local  Area  Network— Use  by 
Type  of  Facility 
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ARCO  (Atlantic  Richfield)  recently 
completed  the  first  phase  of  a  private 
dedicated  internal  satellite  communications 
network.  One  of  its  purposes  is  to  allow 
interactive  videoconferencing  among  its 
many  domestic  U.S.  locations,  primarily 
to  discuss  and  review  exploration  and  dril- 
ling progress. 

Among  insurance  companies,  Aetna 
has  completed  about  5,000  videoconferen- 
ces  since  mid-1981  between  two  remote 
sites,  and  plans  to  build  13  more  linked 
sites  throughout  the  country.  American 
General  determined  that  19%  of  its  meetings 
involved  personnel  from  headquarters  and 
three  of  its  companies,  and  built  networks 
covering  the  four  locations. 


Public  videoconferencing  services  \ 
an  attractive  alternative  to  the  occasion 
user.  Providers  currently  include  AT&T, 
Western  Union,  Videostar  Connections, 
many  large  hotel  chains.  Some  of  the  rj 
frequent  users  include  Ford  Motor  Corrj 
pany,  Chrysler,  Merrill  Lynch,  Continent* 
Corporation,  IBM,  Hewlett-Packard,  and 
Lanier  Business  Products.  The  service 
been  used  most  typically  to  introduce  r 
products.  Ford  introduced  its  new  sport 
coupes  in  1981  to  more  than  20,000  de 
ers  and  salespeople  in  38  cities,  reachi 
more  dealers  simultaneously  than  it  ev< 
had  before,  and  with  considerably  less  | 
executive  time. 

Shared  communications  services  a 
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Get  the  Message  Express.  Not  the  runaround. 


?  1983  Lanier  Business  Products,  Inc. 


Vith  Lanier's  Message  Express,  you 
von't  be  going  around  in  circles  trying 
o  reach  people  who  are  trying  to 
each  you.  With  both  missing  the 
)ther's  calls. 

rou'll  get  all  your  messages,  the  first 
ime.  Because  the  Message  Express 
ecords  each  call  exactly  as  it  was 
jaid.Then  it's  stored  until  you're  ready 
o  retrieve  it  with  your  own  personal 
access  code. 

t's  direct.  Private.  And  completely 


accurate.  There  are  no  lost  messages. 
No  missed  messages.  No  confusion 
over  what  was  actually  said.  And  no 
telephone  tag. 

The  Message  Express  was  designed 
to  link  key  executives  in  an  office 
together.  So  you  can  keep  in  close 
contact  with  your  co-workers  at  all 
times. 

Don't  let  paper  messages  give  you 
the  runaround.  Get  the  Message 
Express.  And  get  through. 


I'd  like  more  information  on  the  Message  Express. 

Name_  

Title  


Company. 


.Phone- 


Business  Address. 


City- 


County. 


.  State  . 


.Zip- 


Mail  to  Lanier  Business  Products,  Inc. 

1700  Chantilly  Drive,  N.E.,  Atlanta,  GA  30324 

Or  call  Lanier  toll-free  at  (800)  241  -1706.  In  Georgia, 

(404)  321-1244,  collect. 

■  nMini,,'< 
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Exxon 

Office  System 

presents 
the  future™ 

without 
the  shock. 


Guiding  an  office  into  the  future  can  be  a  very 
shocking  experience,  especially  in  the  ever  evolving 
world  of  office  automation. 

But  at  Exxon  Office  Systems,  we've  worked  hard  to 
take  the  high  anxiety  out  of  high  technology.  You  see, 
we've  brought  the  high-tech  office  down  to  earth  by 
designing  it  to  grow  the  way  you  grow. 

For  instance,  you  can  start  an  office  automation 
system  simply  with  just  one  of  our  remarkable  EXXON 
500  Series  Information  Processors. 


Then  as  your  needs  grow  you  can  expand,  work 
station  by  workstation,  cluster  by  cluster,  up  to  a  full; 
functioned,  shared  resource  office  automation  systen 
. . .  The  EXXON  8400  Series  System.  And  that  mean: 
you'll  never  face  the  shock  of  owning  expensive  wort 
processing  equipment  that's  obsolete  because  it  can' 
expand. 

The  EXXON  8400  Series  System's  fully  functions 
capability  is  awesome.  Operators  can  create,  edit 
reformat,  file,  share  and  retrieve  documents,  all  wit! 


This  is  one  information  processor 


that  really  can  be  the  start 
of  something  big. 


simply  the  touch  of  a  key. 

There's  a  dictionary  to  check  spelling  automatically. 
An  electronic  mailbox  for  sending  messages.  A  pro- 
gram for  keeping  calendars  and  scheduling  meetings. 
A  tickler  file  with  an  electronic  signal  to  alert  you  to 
appointments,  and  more. 

The  EXXON  8400  System  features  an  advanced 
central  controller/microprocessor.  Its  upgradeable 
storage  can  hold  up  to  235,000  pages  of  typed  material 
and  supports  up  to  sixteen  systems,  archiving  or 


stand-alone  workstations. 

Start  automating  your  office  now  with  one  of  our 
EXXON  500  Series  Information  Processors.  And  step 
into  the  future  without  the  shock  of  unnecessary  costs 
from  expanding  or  upgrading  inefficiently. 

For  more  information  on  the  EXXON  500  or  our  new 
upgradeable  and  expandable  office  automation  sys- 
tem, just  send  in  the  coupon  below. 

Or  call  800-327-6666.  Available  now  in  the  New 
York  Metro  area,  f 


E*ON 


OFFICE 
SYSTEMS 


The  future...  without  the  shock.  ! 


Exxon  Office  Systems  FRB0411 
PO.  Box  10184,  Stamford,  CT  06904 

I'd  like  to  know  more  about 

□  the  EXXON  500  Series  Information  Processor 

□  the  EXXON  8400  Series  System 

Please  have  your  representative  call. 


Name   

Company. 

Address  

City  


.Title. 


.State 


Zip 


Telephone . 


800-327-6666. 

IN  CONNECTICUT,  800-942-2525. 


I  becoming  increasingly  available.  Recently, 
the  Port  Authority  of  New  York  and  New 
Jersey  joined  with  Merrill  Lynch  to 
announce  plans  to  construct  a  "satellite 
I  farm"  on  Staten  Island,  called  Teleport. 
Plans  are  for  about  15  satellite  earth 
stations  with  access  to  some  20  satellites 
in  orbit.  Users  will  have  access  to  high 
speed  voice,  data  and  facsimile  trans- 
mission service,  and  videoconferencing 
pathway  capacity.  Merrill  Lynch  anticipates 
that  Teleport  will  expand  its  communica- 
tions capabilities  by  10%  to  20%,  even  as  it 
trims  costs. 

Panasonic  has  coupled  VCR  technol- 
ogy to  microprocessors  to  provide  two-way 
communications  for  use  in  industrial  train- 
ing. This  Interactive  Video  Training  System 
promises  to  have  a  favorable  impact  on 
productivity  by  reducing  training  time  and 
increasing  comprehension. 

jThe  Need  For  Planning 

Twenty  years  ago,  before  today's  techno- 
|  logical  advances,  failure  to  plan  for  and 
manage  business  communications  may 
have  been  understandable.  But  today,  in  a 
j  period  of  low  productivity  growth  and  extra- 
I  ordinary  international  competition,  it  no 
longer  makes  sense  to  ignore  the  tools 
available  to  business. 

The  growing  proliferation  of  sophisti- 
cated communication  and  data  processing 
equipment  is,  by  itself,  not  the  answer 
Without  adequate  planning  to  integrate  bus- 
I  iness  communication  to  meet  business 
needs,  we  are  again  supplying  data— 
not  information. 

And  proliferating  it  is.  By  current  count, 
American  business  and  institutions  now  use: 

•  56,000  mainframe  computers 

•  570,000  minicomputers 

•  4,000,000  computer  terminals 

•  15,000  digital  PBX/CBX  telephone 
systems 

The  vastly  increased  sale  of  personal 
computers,  a  large  percentage  of  them  for 
business  use,  indicates  that  the  technology 
is  more  accessible  now  than  it  has  ever 
been,  and  increasingly  easier  for  the  non- 
[  technical  person  to  use.  Robert  Knight, 
president  of  the  Infonet  Group  of  Computer 
|  Science  Corporation,  in  developing  his  com- 
|  munications  products  has  in  mind  the  non- 
technicians  at  each  level  of  the  organiza- 
l  tion.  For  example,  NOTICE,  CSC's  new 
!  electronic  mail  system,  is  designed  for  easy 
use  because  the  end  users  demand  it. 
[  According  to  Knight,  "We've  struggled  long 
enough  with  complex  systems  designed  by 


urns 
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computer  technicians  ...  we  need  simplic- 
ity. I  need  prompting  at  my  terminal  and  so 
do  my  customers;  it  is  part  of  the  design 
criteria  at  CSC." 

Still,  American  business  has  merely 
scratched  the  surface  of  technology's 
potential,  not  only  in  sheer  capacity,  but  in 
its  ability  to  dramatically  improve  productivity. 

The  problem  lies  in  the  failure  to  plan- 
to  integrate  technology  and  communication 
with  other  productivity  goals,  and  to  focus 
on  the  real  needs  of  the  ultimate  users. 
What  are  some  of  the  reasons  for  this  fail- 
ure to  plan? 

Obstacles  To  Effective  Planning 

Effective  communications  planning  must 
always  be  seen  in  the  context  of  an  overall 
business  plan.  "A  business  plan  comes 
first,"  says  J.E.  Hornet,  a  Coopers  & 
Lybrand  partner.  "Only  then  should  an  inte- 
grated telecommunications  plan,  an  office 
plan,  an  information  system  plan  be  put 
into  effect." 

When  the  telephone  was  the  principal 
communications  tool  for  business,  planning 
consisted  of  little  more  than  a  decision  as 
to  how  many  telephones  to  order  and 
where  to  put  them.  There  were,  after  all, 
few  communications  alternatives  and,  with- 
out alternatives,  little  to  plan.  As  recently  as 
twenty  years  ago,  there  was  no  such  thing 
as  a  communications  manager,  no  matter 
how  large  the  company. 

But  today,  the  alternatives  are  so  multi- 
farious that  failure  to  plan  communications, 
even  for  the  smallest  company,  may  be 
deemed  unsound  business  practice.  Yet, 
as  most  business  consultants  are  aware, 
communications  planning  is  still  rela- 
tively primitive. 

Looking  at  the  problem,  we  perceive 
five  significant  obstacles  to  communi- 
cations planning  in  today's  technological 
environment: 

•  Organizational 

•  Priority 

•  Psychological  barriers 

•  Cost  justification 

•  Focus 

Organizational  problems  stem  from 
failure  to  assign  competent  personnel  to 
address  the  problem  and  a  lack  of  high 
management  participation  and  visibility.  Too 
often,  voice  and  data  communications,  and 
office  automation  as  well,  are  seen  as 
separate  functions  reporting  to  different 
senior  executives  when,  indeed,  in  today's 
environment,  they  are  one.  This  leads  to 
fragmented  communications  networks. 


Moreover,  top  management  traditior 
has  paid  little  if  any  attention  to  plannin 
the  effective  use  of  business  communi< 
tions  tools;  they  have  turned  over  the  jc 
technicians  and  have  failed  to  provide  i 
conceptual  guidance  or  priorities. 

Low  priority  is  frequently  the  result 
perception— or  misperception— of  com 
munications  (i.e.,  computers)  as  a  nece 
sary  evil.  Not  only  is  the  communicatior 
executive  ranked  low  on  the  totem  pole 
the  mechanics  of  communication  are  s 
as  merely  a  cost,  and  not  as  a  tool  for 
increasing  productivity. 

Psychological  barriers  affect  imple 
mentation  of  a  communications  plan.  Bi 
Moore,  president  of  Systel  Computer,  In 
which  manufactures  word  processing  s 
terns,  suggests  that  "there  is  a  stigma 
attached  to  managers  having  typewriter 
on  their  desks,  as  well  as  a  stigma  attac 
to  secretaries  having  computers  on  the: 
desks."  This  stigma  is  obviously  countei 
productive  and,  fortunately,  promises  to 
a  short-lived  phenomenon. 

Cosf  justification— Management's 
tude  towards  the  initial  cost  and  the  pot 
tial  return  on  the  investment  is  a  functio 
perception  and  expectations.  If  manager 
expects  word  processing,  for  example, 
pay  for  itself  by  eliminating  a  secretary  d 
two,  then  the  expectation  is  wrong.  But  i 
management  perceives,  correctly,  that  v 
processing,  by  producing  more  and  betl 
work  in  considerably  less  time,  substant 
increases  productivity,  then  the  ultimate 
benefit  is  in  the  bottom  line,  and  the  equ 
ment  is  truly  cost  effective. 

The  issue,  according  to  Lawrence 
Seligman,  executive  vice  president  of 
Datapoint,  is  not  just  whether  an  employ 
can  complete  thirty-five  transactions  in  1 
time  it  used  to  take  to  complete  twenty-f 
Rather,  it  is  a  function  of  helping  manage 
make  more  profitable  decisions.  "Data- 
point,"  he  says,  "doesn't  try  to  automate 
clerical  tasks,  but  strives  to  provide 
more  and  better  information  to  the  decis 
maker."  Most  vendors  interviewed  by 
Coopers  &  Lybrand  agree  with  this 
approach. 

Focus  is  too  often  on  generating  dat 
and  not  on  the  effective  movement  of 
information  to  those  who  most  need  it. 
"Effective  communication,"  says  Bill  Rus 
a  partner  with  Coopers  &  Lybrand,  "start 
by  identifying  the  users  of  information,  ar 
the  need  for  it."  There  are  two  questions,, 
says.  "Who  needs  the  information?  How^ 
can  we  best  deliver  that  information?" 


ADVERTISEMENT 


The  number  one  alternative 
to  the  phone  company. 


Let's  face  it.  In  today's  highly 
complex,  highly  charged  business 
lenvironment,  you  can't  expect 
an  ordinary,  everyday  telephone 
system  to  keep  your  company 
competitive. 

Why  not  let  RCA  offer  you  the 
obvious  alternative.  An  RCA  elec- 
tronic telephone  system  custom 
designed  to  instantly  improve  both 
your  business  efficiency  and  your 
bottom  line. 

You'll  profit  immediately.  With 
the  exceptional  flexibility  and  utility 
the  RCA  telephone  system  offers 
your  business.  As  well  as  with  our 
!  irresistible  financial  arrangements. 

You'll  profit  over  the  long  haul. 
With  a  system  that  will  expand  as 


you  do.  With  guaranteed  rates  for 
the  life  of  your  lease.  And  you  can 
own  the  system  at  the  end  of  your 
lease  for  as  little  as  $1. 

It's  all  backed  by  RCA's  world- 
famous  communications  expertise. 
And  RCA's  nationwide  service  net- 
work is  just  a  phone  call  away.  24 
hours  a  day.  Small  wonder  RCA  has 
become  America's  number  one 
private  supplier  of  telephone  sys- 
tems to  businesses  like  yours. 
Especially  when  you  consider  the 
alternatives. 

Let  RCA  show  you  how  your 
business  can  profit  from  one  of  our 
advanced  telephone  systems. 

The  future  is  calling. 


Call  (800)  257-5208.  In  New  Jersey 
(800)  582-5975.  Or  mail  this  coupon. 

RCA  Service  Company,  A  Division  of  RCA 
Telephone  Systems  Marketing,  Bldg.  204-1 
Route  #38,  Cherry  Hill,  NJ  08358 

Please  show  me  how  RCA  can  custom 
design  a  business  telephone  system 
for  me. 

Name  

Title  Phone  


Company  

Address  


City  State  Zip  

0BC3  | 
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"Hyatt  was  a  pioneer  of  local  area  networks. 

When  Datapoint  introduced  the  first  one,  we  ordered.' 

—Bob  Regan 
V.P.  Management  Information  Systems 
Hyatt  Hotels  Corporation 


"Local  area  net- 
works are  the  hot 
topic  in  data  pro- 
cessing these  days. 
But  they're  nothing 
new  to  us,"  says 
Hyatt's  Bob  Regan. 
'  'Ours  have  been  up 
and  running  for  five  years." 

When  Datapoint  introduced  the 
first  local  area  network,  the  ARC® 
system,  in  1977,  Hyatt  was  among 
the  first  to  install  it.  Today  there 
are  approximately  5,000  ARC  local 
area  networks  in  use,  far  more  than 
any  competing  system. 

"One  reason  the  ARC  network 
has  been  so  effective  for  Hyatt  is 
because  it's  easy  to  expand,"  says 
Regan.  "Hyatt  has  had  phenome- 
nal growth,  and  the  ARC  has  kept 
up.  When  more  people  needed  the 
system  to  do  more  work,  we  simply 
added  to  the  network." 

The  ARC  local  area  network  can 
be  expanded  virtually  without  limit 
by  simply  plugging  in  additional 
Datapoint  processors,  printers, 
storage  disks,  and  terminals.  Each 
new  processor  adds  power  to  the 


network  so  new  users  get  the  same 
fast  response  the  original  users 
were  getting.  Companies  can 
closely  match  the  power  of  an  ARC 
system  to  their  needs,  expanding  in 
small,  inexpensive  increments  in- 
stead of  buying  "more  computer 
than  they  need"  in  order  to  have 
room  for  growth. 

What's  more,  Datapoint  systems 
can  be  expanded  or  upgraded  with- 
out replacing  software.  "We  run 
some  programs  on  ARC  networks 
that  were  originally  written  for  our 
first  Datapoint  computer  more  than 
ten  years  ago,"  says  Regan.  "That 
means  we  didn't  lose  any  of  the 
money  we  invested  in  program- 
ming and  training.  And  it  made  the 
growth  steps  easy  on  our  people. 
The  changeover  to  the  ARC  net- 
work was  accomplished  in  only 
two  days." 

No  matter  how  far  an  ARC  sys- 
tem is  expanded,  all  the  users  can 
have  access  to  all  the  data  except 
where  security  precautions  are  in- 
stalled. So  even  though  more  and 
more  people  are  using  more  and 
more  computers,  there's  never  a 


need  to  duplicate  files. 

"At  present,  Hyatt  operates 
forty -five  ARC  systems,"  Regan 
says.  "Others  are  in  the  planning 
stages  right  now.  On  the  operations 
side  we  use  them  for  accounting, 
reservations,  and  group  sales.  At 
Corporate  we  use  them  for  account- 
ing and  for  systems  development. 
Obviously,  we  depend  on  them 
heavily.  They're  like  the  meters 
where  we  check  our  own  financial 
performance.  They  simply  have  to 
work.  And  they  do. 

"Hyatt  has  stayed  with  the  ARC 
system  because  it's  been  cost-effec- 
tive. That's  the  bottom  line.  I  can 
recommend  a  certain  system  to  a 
hotel,  but  in  the  end,  the  system  has 
to  sell  itself.  And  keep  selling  itself 
after  it's  installed.  Our  Datapoint 
ARC  systems  have  done  that." 

For  more  about  Datapoint,  call 
(800)  531-5639.  In  Texas,  call  (800) 
292-5099.  Telex  767300  in  the  U.S.; 
06986622  in  Canada;  or  923494  in 
Europe  (UK).  Or  write  Datapoint 
Corporation,  Marketing  Communi- 
cations T41FB,  9725  Datapoint 
Drive,  San  Antonio,  Texas  78284. 


Are  your  people  losing 
at  telephone  tag? 


It's  3:00  P.M.  Friday  in  LA.  You  have 
price  changes  that  affect  deals  about  to  be 
made  all  across  the  country.  The  New  York 
office  Telex  won't  be  operating  until  Monday. 
So  you  try  phoning  your  sales  managers 
over  the  weekend. 

When  you  call,  they're  out.  They  call 
you  back,  but  you're  out.  The  more  time 
zones  you  cross,  the  more  difficult  it  becomes. 
It's  a  game  of  tag  no  one  wins. 

You  can  solve  this  problem.  Put  them 
on  Notice. 

Notice  is  a  superior  form  of  electronic 
mail  that  delivers  information  more  quickly, 
more  accurately  and  often  more  cheaply 
than  either  telephone  or  Telex.  And  it  will  de- 
liver to  virtually  any  existing  computer  termi- 
nal, so  you  don't  need  new  equipment.  You 
can  subscribe  to  Notice  as  easily  as  a 
homeowner  installs  a  new  telephone. 

Notice  is  "user-friendly." 
It  will  prompt  a  beginner 


CSC 


COMPUTER  SCIENCES  CORPORATION 

Corporate  Olllces  650  N  Sepulveda  Blvd  .  El  Segundo  CA  90245 


through  each  step  of  its  program  or  operate 
at  any  level  of  skill.  And  it  speaks  everyday 
language,  calling  people  by  names,  notl.D. 
numbers  or  codes. 

Notice  delivers  information  at  four  levels. 
Normal.  Urgent.  Registered,  Even  Private, 
encoded  messages  as  secure  as  a  personal 
conversation.  It  allows  you  to  scan  your 
messages,  handle  the  most  important  and 
let  the  others  wait. 

As  your  needs  grow  or  as  your  company 
grows,  Notice  will  grow  with  you.  Because 
Notice  is  only  the  simplest  product  of  a 
long-established  international  remote 
computing  network  called  INFONET  that 
has  the  capacity  to  deliver  the  entire  menu 
of  data  processing  to  any  office  you  choose, 
or  to  a  hotel  room  anywhere  on  earth. 

Make  one  last  call.  To  (800) 
CSC-INFO.  We'll  put  you  on  Notice 

for  30  days  free  trial.  And  end 
the  game  of  telephone  tag. 


Put  them  on  Notice. 


BIISIHISS 

Communications 


David  Jackson,  president  of  Altos  Com- 
puter Systems  cites  an  additional  obstacle 
to  the  effective  use  of  technology:  a  lack  of 
industry-wide  standards.  "A  serious  effort 
must  be  made  to  identify  and  adopt  indus- 
try standards,  rather  than  attempt  to  keep  a 
proprietary  handle  on  everything.  The  pres- 
ent situation  is  tantamount  to  what  the 
recording  industry  would  be  like  if  each 
company  selected  its  own  RPM." 

These  are  the  obstacles  to  communica- 
tions planning  but  in  today's  competitive 
environment,  they  can  hardly  be  consid- 
ered insurmountable.  There  is  too  much 
to  be  lost  by  allowing  them  to  stand;  too 
much  to  gain  by  looking  clearly  at  com- 
munications planning  as  a  key  to  in- 
creasing productivity. 

Planning  for  Productivity 
Improvement 

In  a  recent  study,  productivity  gains  are 
shown  to  be  affected  directly  by  capital 
investments,  technological  improvements, 
quality  of  labor,  economies  of  real  scale, 
and  research  allocation.  Each  can  be 
affected  by  management's  will  and  direc- 
tion and  none  of  these  elements  can  be 
isolated  from  communications.  Exhibit  III 
illustrates,  in  simple  terms,  a  conceptual 
linkage  and  the  flow  of  a  "four-tier"  plan- 
ning process. 

The  approach  is  integrated  and  sequen- 
tial, in  four  phases.  Once  a  company 
knows  what  it  is  and  where  it  wants  to  go, 
the  planning  process  can  begin 

First  and  crucial:  management  should 
adopt  a  broad  perspective  at  the  onset  of 
the  planning  cycle.  The  strategic  business 
plan  is  the  keystone  that  should  recognize 
productivity  as  a  specific  concern  and  bus- 
iness communications  tools  as  valuable 
weapons.  Then,  specific  productivity 
improvement  goals  can  be  set  against  the 
communications  tools  available  to  help 
achieve  those  goals. 

Second,  with  this  strategic  platform, 
management  then  can  address  information 
resource  requirements  and  the  logical 
information  flows  of  the  organization.  Inher- 
ent in  this,  of  course,  is  a  measure  of 
awareness  of  business  communications 
applications,  as  well  as  their  benefits  and 
implications.  With  this  awareness,  man- 
agement is  readily  able  to  put  its  imprint  on 
designs  and  deployment  of  the  applications. 

A  key  to  facilitating  this  second  step  is 
to  involve  a  ranking  information  executive 
in  the  strategic  planning,  both  for  his  input 


and  because,  presumably,  it  will  be  his  job 
to  take  a  conceptual  plan  to  the  next  level 
(phase)  and  to  execute  the  detailed  pro- 
gram His  overall  responsibility  should 
include  data  processing,  office  systems 
and  telecommunications. 

Third.  Once  formulated,  the  conceptual 
plan  represents  a  charter  with  guideposts 
for  technicians  (telecommunications,  com- 
puter and  office  systems  experts)  who 
must  bring  the  plan  to  fruition.  Set  against 
the  logical  information  flows  in  the  concep- 
tual framework,  the  physical  network  can 
be  defined  as  the  third  tier  of  planning  and 
the  point  at  which  the  technicians  step  in. 
The  detail  planners  can  attack  network  plan- 
ning in  three  geographic  rings:  long- 
distance, local/metro,  and  on-site. 


The  fourth  and  final  pathway  tier  tak 
us  from  the  site  network  to  the  devices 
themselves.  Choices  are  determined  by  I 
needs  of  users  and  availability  of  devices 
meet  those  needs— the  variety,  speed,  fr« 
quency  of  use  and  deployment  of  hardwi 
(terminals,  computers,  data  storage  equip 
ment,  printers  and  facsimile  machines).  T 
network  options  include  integrated  voice 
and  data  PBX  telephone  systems,  base- 
band or  broadband  coaxial  cable,  and  fib 
optic  cable.  They  are  now  evaluated  with 
the  context  of  a  larger  strategic  plan. 

Exhibit  IV  defines  the  four-tier  process 
in  terms  of  planning  flow  and  responsibili- 
ties. Management  defines  the  strategic 
plan,  including  markets  and  products, 
organization,  competition,  economics— all 


Four  -  Tier  Planning 


Exhibit 


needing  step  in  the  plan  is  made  in  the  context  ot  larger  overall  strategy. 


ADVERTISEMENT 


Dorit  just  take  our  word. 


i 


Take  our  users'  word  for  it. 


If  you  want  the  real  facts,  get  them  straight  from  the 
experts.  Listen  to  what  the  people  who  own  and  use 
Philips  systems  say. 

Advanced  Office  Concepts  ® 
Of  all  the  word  processors  rated  in  the  Advanced 
Office  Concepts  survey  Philips  placed  first  overall 
in  1981  and  1982. 

Datapro®  Survey 

For  five  consecutive  years,  Philips  has  been  selected 
to  the  esteemed  Datapro  User  Survey  Honor  Roll. 


ASK  ANYONE  WHO  HAS  ONE. 


Listen  to  the  people  who  use  Philips  systems. 
Hear  about  the  company  that  provides  the  vital 
links  between  word  processing  and  the  user.  Discover 
how  Philips  has  expanded  the  human  interface  to 
answer  the  needs  of  business  with  fully  integrated 
information  systems.  Call  1-800-828-6211 
(1-800-462-6432  in  New  York  State)  today  and  get 
ready  to  join  the  rest  of  the  satisfied  users. 

Advanced  Office  Concepts  is  a  registered 
trademark  of  Advanced  Office  Concepts 
Corporation.  Datapro  is  a  registered 
trademark  of  Datapro 

Research  Corporation.  PHILIPS 

INFORMATION 

SYSTEMS 


PHILIPS 


DATA  GENERAL 
INTRODUCES  THE 
DFF1CE  AUTOMATION 
JYSTEM  INGENIOUSLY 
POSITIONED 
BETWEEN  THE 
)VERPRICED  AND  THE 
OVERPROMISED. 

Until  now  you've  had  two  choices  for  automating  a       new  product  announcements  than  with  the  new  products 
b  office.  A  system  from  the  company  that  seems  to  feel  themselves.  Our  systems  exist,  they're  backed  by  a 
:e  is  no  object.  Or  a  system  from  the  company  that  prom-  worldwide  service  and  support  network  already  in  place, 
i  complete  systems  which  turn  out  not  to  be  complete. 
Now  Data  General  offers  the  office  automation  system 
t  doesn't  force  you  to  choose  between  compromises. 
The  CEO  Comprehensive  Electronic  Office 
em  based  on  the  industry's  newest  and  most  powerful 
bit  processor— the  Data  General  ECLIPSE 
// 10000.  It  provides  the  power  and  performance  of  a 
nframe  at  less  than  one  third  the  price.  And  can 
lg  down  the  cost  of  automating  large  organizations  to 
ler  $7500  a  workstation. 

Our  systems  also  protect  your  investment.  Because 
y\e  compatible  with  both  the  mainframe  world  and 
word  processing  world.  (We  provide  SNA  and 
25  communications,  and  an  interface  with  most  Wang 
rd  processing.)  Which  means  you  won't  undermine 
ir  previous  investment  in  either  world  for  the  sake  of 
i,  integrated  office  automation. 
And  CEO  systems  enjoy  another  advantage  worth 
sidering  in  an  industry  that's  been  more  timely  with 


and  they're  avai  lable  now. 

All  of  which  gives  you  two  things  you've  been  denied 
up  until  now: 

A  reasonable  pnce. 

And  reason  to  believe  you'll  get  what  you've  been 
promised. 

For  more  information  on  the  complete  line  of  Data 
General  office  automation  systems,  write  to  Data  General, 
CEO  33,  4400  Computer  Dr., Westboro,  MA  01580. 


raws 
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involving  productivity.  With  the  aid  of  the 
information  specialist,  this  then  gives  form 
to  the  conceptual  business  communications 
plan,  including  information  resources  and 
flow,  as  well  as  benefits  and  practical  impli- 
cations. The  plan  is  then  given  to  the  tech- 
nician to  develop  the  networks  and  the  local 
systems  and  devices  needed  by  the  end 
user.  But  here,  the  technician  is  not  working 
in  a  managerial  void,  as  he  might  in  many 
companies,  but  rather  is  designing  systems 
within  the  guidelines  of  corporate  man- 
agement. The  technician  develops  the  final 
user-oriented  communication  service. 

Management  must  then  review  the 
four-tier  plan  and  assess  its  implications. 
What  are  its  benefits?  What  will  it  cost? 
How  long  will  it  take?  What,  in  the  realm  of 
useful  business  communications,  can  be 
added?  Are  the  strategic  and  productivity 
goals  appropriately  addressed?  What 
procedures  are  needed  to  monitor  the  plan 
in  its  implementation  and  performance? 

While  the  plan  is  perceived  in  terms  of 
the  entire  company,  senior  executives 
shouldn't  overlook  their  own  needs,  and  the 
value  to  their  own  productivity  goals.  There 
are  some  prime  examples  of  effective 
senior  management  use  of  information  sys- 
tems and  communications  structures: 

•  The  chief  executive  officer  of  North- 
west Industries  regularly  retrieves 
reports  on  each  of  nine  operating 
companies  to  help  him  keep  control 
of  operations,  and  to  plan. 

•  The  chief  executive  officers  of 
Wausau  Insurance  Companies  elec- 
tronically retrieve  information  on  their 
companies  and  competitors  to  help 
direct  strategy. 

•  Merrill  Lynch  executives  rely  on  elec- 
tronic terminals  and  communications 
paths  to  access  timely  information  on 
worldwide  operations. 

Integrating  the  System 

As  important  as  it  is  to  consider  business 
communications  tools  during  planning,  it  is 
equally  important  to  consider  the  ultimate 
productivity  booster— the  end  users.  For 
example,  General  Motors,  in  building  a  new 
Cadillac  plant,  brought  labor  into  its  plan- 
ning group  to  assure  fuil  participation  in  the 
planning.  Kepner-Trego,  inc.  assisted  as 
behavioral  consultants.  The  results  in  terms 
of  productivity  were  astonishing.  More  than 
60%  of  the  plant  employees  learned  ail  the 
jobs  within  their  work  teams,  and  absentee- 
ism declined  to  less  than  half  the  GM  aver- 


Exhibit  IV 


Planning  Process 


STRATEGIC  PLAN 


PRODUCTIVITY 
GOALS 


•  Markets/Products 

•  Organization 

•  Competition 

•  Economics 

•  Productivity 


Product  Development 
Human  Resources 
Finance 
Information 


CONCEPTUAL  BUSINESS 
COMMUNICATIONS  PLAN 


(iifi'iUiliIil^iililiK; 


Information  Flows 

Benefits/Expectations 

Implications 


DETAILED  BUSINESS  COMMUNICATIONS  ACTION  PLAN 

WHAT 

WHO 

•  Information  Systems 

•  Information  Networks 

Long  Haul 

Local/Metropolitan 

On-Site 

•  Devices 

•  Data  Processing 

•  Telecommunications 

•  Office  Systems 

Planning  flow  and  responsibilities  must  be  clearly  defined. 
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The 

Super  No  Problem 
Trial  Offer! 


See  for 
yourself  how 
the  Super 
No  Problem  can 
pay  for  itself  in 
less  than  one  year. 

It's  never  been  a 
better  value. 


Prove  it  in  your  own  office. 
Right  now! 

YouU  see  how  one  typist  using 
a  Super  No  Problem™  display 
typewriter  can  do  work  as  fast 
as  2  or  3  people  using  ordinary 
electric  typewriters. 

These  savings  alone  could 
pay  for  a  Super  No  Problem 
typewriter  in  less  than  a  year. 
But  there's  more. 

All  that  paperwork  gets  done 
faster  and  more  accurately. 
Repetitive  typing  can  be  com- 
pleted automatically.  Additional 
tasks  can  even  be  handled  while 
the  typist  is  away  from  the  desk. 

Super  performance.  Super 
value. 

Want  a  typewriter  with 
super  powers?  No  Problem. 

The  Super  No  Problem  is 
multifunctional,  with  extraor- 
dinary capabilities. 

It  speeds  up  your  typing  like 
no  ordinary  typewriter  can. 


In  fact,  it's  so 
efficient,  it  can  han- 
dle 3  jobs  at  once.  While  a 
letter  is  being  typed  on  the 
screen,  a  report  can  be  printed 
out  at  less  than  30  seconds  per 
letter-quality  page.  A  mailing 
list  can  also  be  sorted  in  the 
background  at  the  same  time. 

Want  to  do  more  than 
typing?  No  Problem. 

The  Super  No  Problem  can 
handle  all  sorts  of  tasks.  It  does 
math,  line  drawing  and  more. 

You  can  even  teach  the  Super 
No  Problem  your  applications 
and  store  them  to  use  over  and 
over.  So  your  specialized  time- 
consuming  jobs  can  be  com- 
pleted automatically. 

Want  to  try  it  yourself? 
No  Problem. 

When  Lanier  places  a  No 
Problem  typewriter  on  trial,  we 


do  more  than  just  plug  it  in 
and  leave. 

We  help  you  become  more 
productive  the  first  day. 

No  Problem  typewriters  have 
proven  themselves  in  thousands 
of  offices  all  over  the  country. 

Now  you  can  prove  how  effi- 
ciently one  can  work  for  you. 
In  your  own  office.  On  your  own 
work. 

Send  us  this  coupon  to  set  up 
an  immediate  trial.  Or  call 
(800)  241-1706.  Except  in 
Alaska  or  Hawaii.  In  Georgia, 
call  collect:  (404)  321-1244. 


Mail  to: 

Lanier  Business  Products,  Inc. 

1700  Chantilly  Drive  N.E.,  Atlanta.  G A  30324 

Name  


Title. 


Phone  

Best 

time  to  call. 
Finn  


Address  . 
G)unty_ 


City- 


.State. 


Zip. 


The  Super  No  Problem  Typewriter. 
It  does  more  than  just  type. 


April  1  1.  '83  Forbes  4  21  B  D3 


©1983  Lanier  Business  Products,  Inc. 
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age.  Suggestions  yielded  about  $1.2  million 
in  savings,  and  quality  went  off  the  top  of 
the  chart.  Planning,  it  showed,  must  include 
people  as  well  as  technology— the  combi- 
nation of  communications  tools  meeting 
informational  needs  in  the  trenches. 

Resolute  action  is  also  critical.  Legend- 
ary are  the  tales  of  exciting  and  innovative 
plans  dashed  on  the  rocks  by  poor  execu- 
tion, or  failure  to  act.  On  the  other  hand, 
action  often  breeds  success. 

L.L.  Bean,  the  successful  mail-order 
company  in  Freeport,  Maine,  acted.  As  a 
younger,  smaller  company,  L.L.  Bean  used 
standard  telephone  equipment  and  manual 
order  files  to  service  its  customers.  When 
growth  required  a  move  to  larger  facilities, 
L.L.  Bean's  management,  assisted  by 
Coopers  &  Lybrand,  evaluated  information 
needs,  information  flow,  and  communications 
as  part  of  a  corporate-wide  expansion  stra- 
tegy. Sophisticated  automatic  call  distribut- 
ing equipment,  similar  to  systems  used  for 
airline  reservations,  was  installed  in  both 
customer  order  and  customer  service 
departments  enabling  Bean  personnel  to 
service  customers  more  efficiently.  The 
results  of  this  system  were  impressive: 

•  Productivity  in  the  customer  order 
department  rose  approximately  10%. 

•  The  company  estimates  that  it  can 
now  accommodate  a  20%  increase  in 
activity  with  the  same  or  smaller  staff. 

•  Customer  inquiries,  including  off-line 
research  and  callbacks,  have 
declined  dramatically. 

These  gains  have  been  realized  in  less 
than  six  months.  The  future  promises  to  be 
even  more  dramatic. 

Another  successful  application  of  busi- 
ness communications  tools  was  demon- 
strated by  Lincoln  National  Life  Insurance 
Company,  in  Fort  Wayne,  Indiana.  The 
company  occupies  two  buildings  in  Fort 
Wayne  located  five  miles  apart,  ana  for- 
merly served  by  two  different  telephone 
systems.  About  a  year  and  a  half  ago, 
senior  management,  in  an  effort  to  promote 
a  single  company  image  and  to  boost  pro- 
ductivity, directed  the  telecommunications 
planners  to  unify  communications.  The 
planners  selected  a  large  modular  tele- 
phone system,  part  of  which  would  be 
deployed  at  the  remote  building  but  con- 
nected to  the  main  part  of  the  system  with 
private  microwave  communications  path- 
ways. These  high  capacity  pathways  not 
only  would  connect  the  telephone  system 
but  would  allow  terminal  users  at  both  loca- 


Communications 


tions  to  converse. 

Again,  the  results  have  been  impressive. 

•  Communications  operating  costs 
have  declined  by  10%  to  15%,  while 
service  to  customers  has  improved. 

•  The  company  has  increased  its 
microwave  capacity  to  accommodate 
computer  terminals  and  high  speed 
facsimile,  and  is  evaluating  full  motion 
videoconferencing. 

•  Management  is  now  negotiating  to 
allow  the  city  of  Fort  Wayne  to  share 
long  distance  circuits  because  Lin- 
coln National's  telephone  system  has 
the  switching  and  routing  capacity 
and  the  requisite  call  identification  and 
allocation  features. 

These  two  examples  represent  cases  in 
which  communications  planning  came  first. 
Information  flow  was  defined  and  refined. 
Networks,  local  and  long  distance,  were 
established  and  equipment  was  selected  to 
meet  the  local  individual  users'  needs, 
increasing  productivity  at  each  level. 

Summary 

It  is  more  than  abundantly  clear  that  the 
need  to  improve  the  rate  of  productivity  in 
American  business  is  profound.  International 
competitiveness  demands  it,  as  does  the 
nation's  current  economic  condition. 

There  are  many  elements  that  contrib- 
ute to  increased  productivity,  but,  clearly, 
none  is  more  crucial  in  today's  economic 
context  than  the  effective  use  ot  contem- 
porary technology  And  foremost  in  that 
technology  is  electronics. 

To  allow  ourselves  to  be  deprived  of  the 
advantages  of  the  very  technology  in  which 
we  are  world  leaders  is  self-defeating. 

Fortunately,  foremost  in  that  technology 
is  the  skill  and  capability  of  communicating 
information.  Never  before  in  history  has 
information  been  more  crucial  to  economic 
function.  Never  before  has  there  been  so 
great  a  proliferation  of  information. 

It  behooves  the  manager  of  today,  then, 
to  know  intimately  how  to  integrate  informa- 
tion into  the  daily  pursuit  of  business,  so 
that  decisions  may  be  made  wisely,  quickly, 
productively. 

Information,  not  data.  If  information  is 
abundant,  then  data  is  inundating.  This  is 
why,  if  increased  productivity  is  to  be 
achieved,  the  distinction  must  be  made 
between  information  and  data,  and  the  data 
must  be  managed  in  a  planning  process 
that  makes  it  useful.  And  this  is  why  infor- 
mation communication  planning  must  be  a 
senior  management  function. 


Without  the  intelligent  and  useful  flov 
information,  there  can  be  no  productivity 
improvement.  Without  productivity 
improvement,  we  can  indeed  be  buried 
our  competitors,  both  foreign  and  dome: 
And  buried  even  as  the  means  to  our  Sc 
vation  is  in  our  very  grasp. 

About  Coopers  &  Lybrand 

Coopers  &  Lybrand  is  a  leading  interna 
ticnal  public  accounting  and  manager™ 
consulting  firm,  employing  more  than 
29,000  people  in  98  countries.  It  serves 
clients  of  all  sizes,  involved  in  all  industri 
and  has  one  of  the  largest  consulting  pr 
tices  in  the  United  States.  Its  more  than 
U.S.  consultants  provide  services  in  mar 
agement  information  systems,  telecomrr 
ications,  business  and  organizational  pis 
ning,  operations  improvement,  materials 
control,  and  financial  analysis. 

About  Jud  Breslin 

Jud  Breslin  of  Coopers  &  Lybrand  is  a  le 
ing  spokesman  for  distributed  informatioi 
processing  and  has  participated  in  semi 
ars  and  forums  sponsored  by  DPMA,  the 
Wharton  School,  the  Diebold  Group  and 
AMA.  Mr.  Breslin  is  coauthor  of  one  of  th 
pioneer  books  on  the  subject,  Distribute 
Processing  Systems,  published  by 
AMACOM  and  featured  in  McGraw-Hill's 
Computer  Book  Club.  He  has  over  15  ye 
experience  as  consultant  in  planning  anc 
information  systems.  Prior  to  joining  Coop 
&  Lybrand,  he  acted  as  Deputy  Assistan 
Administrator  for  Policy  and  Planning,  um 
William  Simon,  in  the  original  Federal  Ene 
Administration.  He  has  an  MBA  degree 
from  the  Wharton  School  and  a  BA  degr 
from  Colgate  University. 

About  Dennis  Conroy 

Dennis  Conroy  of  Coopers  &  Lybrand's 
Management  Consulting  Division  special 
izes  in  telecommunications  consulting.  H 
has  about  12  years  experience  in  the  tele 
communications  industry  including  more 
than  5  years  in  management  consulting 
and  7  years  in  marketing  positions  with  fv 
Communications  and  the  Bell  System.  He 
has  spoken  publicly  on  business  commu 
ications,  office  automation  and  productivi 
to  a  variety  of  forums  including  Human 
Resources  Planning  Society,  Southeast 
Actuaries  Club,  Massachusetts  Bankers 
Association,  Japan  Management  Associc 
tion,  Administrative  Management  Society, 
and  the  Southeastern  Telecommunicatior 
Association. 


ADVERTISEMENT 


Uncle  Sam  and  Ma  Bell  just 
save  you  a  chance  to  own 
a  better  business  phone  system. 


As  you  know,  Uncle  Sam  and 
Ma  Bell  have  agreed  to  let  more  than 
one  phone  company  have  a  crack  at 
/our  business. 

So  now,  you  don't  have  to  live 
With  a  business  phone  system  you 
don't  really  like.  Now  you  can  shop 
jiround  for  the  best  deal  you  can  find. 
Without  anxiety 

Who  to  call  first? 

We  recommend  you  call  us. 
!  Executone®  We're  the  nation's  largest 
independent  designer  and  marketer 
pf  business  telephone  systems.  We're 
the  only  strictly-business  business 
phone  company  in  all  50  states.  And 
j/ve've  been  helping  companies  of  all 
kinds  and  sizes  for  more  than  45  years. 

Call  Executone.  Let  an  expert 
who  has  grown  up  being  competitive 
kive  you  an  appraisal  and  recommen- 
dation about  your  whole  phone  system 


The  chances  are  good  you'll  be 
sending  Uncle  and  Ma  a  nice  little 
thank  you  card. 

800-645-1111 

Executone  inc. 

The  Nationwide  Business  Phone  Company  SM 


•  Ok,  Executone.  Show  me  how  to 
I  save  money  and  own  a  better 
j  business  telephone  system. 

■  □  Please  send  descriptive 
brochure. 

□  Have  representative  phone  for 
appointment. 

Name  

|  Phone  #  

Firm  

No.  of  Phones  

Street  

City  State  Zip  

I  MAIL  TO:  Executone  inc. 

Two  Jericho  Plaza 
F  Jericho,  N.Y  1 1 753 

Executone®  is  a  registered  trademark  ot  Executone  inc 


Hank:  Here's  the  report  you've  been 
waiting  for.  Hope  you  put  your  system 
on  automatic  and  didn't  stay  up. 


To  all  reps:  Price  changes 


all  reps:  Price  changes  on  follow- 
;  items  effective  immediately: 
.  10-111A.  10-114A;  10-AL. 


Welcome  to  TELEMAILI  Your  last  i 
was  Tuesday,  Jan.  4, 1983  11:07  a.m 
CHECK  these  bulletin  boards: 
TELEM  AIL. .  .TELESOFT.. 


W"  *mF  Your  computer's  telephone. 


Whether  they're  collaborating  on 
competitive  strategies  or  accessing 
data  oases  for  valuable  information, 
more  and  more  corporate  managers 
are  communicating  with  their  personal 
computer  And  for  thousands  of  users, 
we  are  providing  the  communi- 


(And  also  receives  data  completely 
unattended.) 

Press  one  key,  and  Smartcom  II 
automatically  executes  a  whole  string 
of  numbers  to  connect  you  to  any  of ; 
variety  of  information  services.  It 


cations  links.  All  backed  by  the 
experience  and  reputation  of  Hayes. 

Hayes  Smartmodem.  Think  of  it  as 
your  computer's  telephone.  Just  plug 
it  into  any  phone  jack,  and  Smart- 
modem  will  send  messages  to  and 
from  your  computer,  over  ordinary 
phone  lines,  without  using  the 
telephone  receiver 


world.  Goodbye  isolation. 
Operating  with  rotary,  Touch-Tone* 
and  key-set  systems,  Smart-modem 
dials,  answers  and  disconnects  calls. 
Automatically, 

Choose  your  speed;  choose  your 
price.  The  lower-priced  Smartmodem 
300  is  ideal  for  local  data  swaps  and 
communicates  at  300  bits  per  second. 
For  longer  distances  and  larger  vol- 
umes, Smartmodem  1200  transmits  at 
speeds  up  to  four  times  faster 

Both  are  compatible  with  many 
computers,  and  a  variety  of  com- 
munications programs.  However 
if  you  have  an  IBM**  PC,  Hayes 
also  provides  the  perfect  compan 
ion  software. 
Introducing  Hayes  Smartcom  IPM 
communications  software 
We've  spent  a  lot  of  time 
developing  it.  so  you  can 
spend  less  time  using  it. 

Smartcom  II.  So  accom- 
modating, it  prompts  you  in  the 
simple  steps  required  to  create,  send, 
receive,  display,  list,  name  and  re- 
name files.  It  automatically  prints  and 
stores  data  as  it's  sent  or  received. 


remembers  the  communication  sets 
for  26  remote  systems.  And  there's 
even  an  on-line  "help"  screen  that 
will  explain  prompts,  messages  or 
parameters. 

To  appreciate  how  easily  Smartcom 
II  takes  full  advantage  of  Smart- 
modem's  capa- 
bilities, see  your 
dealer  for  a 
demonstration. 
Then  get  beyond 
"desktop"  computing.  Get  a  tele- 
phone for  your  computer 
.  Hayes  Miaocomputer  Products. 
5923  Peachtree  Industrial  Blvd., 
Norcross.  Georgia  30092.  404/449-8791 


QD  Hayes 


Smartcom  II  is  a  trademark  of  Hayes  Microcomputing  Products.  Inc  "TM  American  Telephone  6  Telegraph 
©1983  Hayes  Miaocomputer  Products.  Inc  Soldonly  in  the  USA 


"IBM  is  a  registered  trademark  of  International  Business  Machines.  Corp 


The  Up  &  Comers 


Roy  Rogers  likes  Thousand  Trails  a  lot.  So 
do  its  customers.  But  cash  has  always  posed 
a  problem  for  the  campground  marketer. 


Flying  high 
on  debt 


Thousand  Trails  '  Jim  Jensen  and  Milt  Kuo/t 

"Whole  brain"  communications;  whole  lot  of  debt. 


By  Robert  McGough 


OVER  THE  PAST  TWO  YEARS, 
shares  in  Thousand  Trails,  the 
Seattle  marketer  of  camp- 
ground memberships,  have  perked  up, 
from  3  to  20[A.  Maybe  former  chair- 
man Milt  Kuolt,  55,  really  did  identify 
the  company's  big  problem  and  solve 
it.  "You've  got  to  pull  yourself  away 
and  say,  now  what's  wrong  with 
the" — and  here  we  paraphrase — "foul- 
ing company?"  Kuolt  says  of  a  deci- 
sion he  made  in  1981,  "Well,  the  god- 
damn chairman,  he's  fouling  it  up." 
So  Kuolt  gave  up  his  chairmanship  in 
favor  of  big,  beefy  Jim  Jensen,  42.  Jen- 
sen describes  himself  as  a  "new  age" 
manager  with  a  positive  outlook  on 
things.  Within  each  of  us,  he  asserts, 


reside  "total  love,  total  beauty,  total 
truth,  total  wisdom,  total  intelli- 
gence, total  knowledge." 

More  to  the  point,  Thousand  Trails 
has  found  itself  lenders  in  whom  re- 
sides total  understanding.  That's  im- 
portant to  a  company  that  hocks  a  big 
chunk  of  its  receivables  to  stay  in 
business  to  create  more  receivables  to 
hock.  Thousand  Trails'  lifetime 
campground  memberships  cost  an  av- 
erage of  $6,000  each.  The  middle-in- 
come campers  who  buy  the  member- 
ships on  average  pay  only  40%  down, 
but  Thousand  Trails'  marketing  ex- 
penses alone  run  about  45%  of  sales. 
Therefore,  more  cash  flows  out  than 
flows  in,  except  for  the  cash  that 
Thousand  Trails  has  raised  from  equi- 
ty investors  and  from  lenders. 


Someday,  of  course,  that  is  sup- 
posed to  change,  and  Thousand  Trails 
will  reap  the  benefit  of  leverage.  More 
cash  may  actually  come  from  custom- 
ers rather  than  investors  and  credi- 
tors, and  that  is  what  the  securities 
analysts  and  others  who  have  bulled 
the  stock  expect  to  happen. 

Right  now  it's  clear  that  Thousand 
Trails  does  have  something  going  for 
it.  The  typical  campground  offers 
beauty  and  comfort  on  200  acres,  two- 
thirds  left  in  a  pristine  state,  the  rest 
developed  with  tree-screened  recrea- 
tional vehicle  sites,  many  of  which 
have  electrical  and  sewer  hookups.  A 
clubhouse  sells  provisions  and  spon- 
sors artsy-craftsy  activities  for  mem- 
bers, 43%  of  whom  are  retired.  They 
make  their  neighborly  rounds  in  pant- 
suits  and  flowered  shirts.  They  are 
grandparents,  former  grain-elevator 
operators,  pipefitters  or  office  supervi- 
sors. They  talk  about  their  sense  of 
security  in  the  knowledge  that  the 
campground  employs  a  24-hour 
guard.  In  a  Thousand  Trails  sales  of- 
fice, a  wall  displays  a  framed  collage 
of  headlines  blaring  news  of  other 
campgrounds  that  are  "crawling  with 
squatters,  criminals." 

But  Thousand  Trails  members 
keep  remote  from  the  untidy.  At 
heart,  the  business  is  a  play  on  the 
aging  of  Middle  America,  its  need  to 
occupy  stretches  of  time  and  space 
safely,  and  its  shrinking  options  to  do 
so  inexpensively.  The  40%  of  a 
$6,000  membership,  after  all,  is  only 
a  fraction  of  the  cost  of  a  long 
vacation  in  Hawaii,  but  it  buys  camp- 
ing serenity  for  a  lifetime. 

Milt  Kuolt  had  all  that  in  mind  1 1 
years  ago  when,  with  a  little  help 
from  his  friends,  he  created  the  first 
Thousand  Trails  campground  in  Che- 
halis,  Wash.,  a  90-minute  drive  from 
Seattle. 

Kuolt  is  the  son  of  missionaries  to 
India,  and  he  reveals  his  puritanism  in 
barracks-room  verbiage.  The  ethics  of 
his  own  salespeople,  for  example, 
once  greatly  concerned  him.  Here's 
how  he  puts  it:  "Salesmen  will  typi- 
cally tell  you  whatever  the  Christ 
they've  got  to  tell  you  to  sell  their 
goddamn  product."  He  has  fired  sales- 
men who  gilded  the  lily.  He  brought 
in  a  new  manager,  who  turned  the  all- 
important  accounts  receivable  de- 
partment from  a  hard-nosed  boiler- 
room  collection  agency  into  a  profes- 
sional operation  staffed  by  mild-man- 
nered youngsters  who  rely  on  honey 
to  catch  flies.  Delinquencies  on  mem- 
bership installment  payments  and  the 
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What  every  Mercedes-Benz  has 
in  common  with  a  550  mph  aircraft 
and  a  200 mph  racing  car. 


Business  jet,  Indianapolis 
winner,  Mercedes-Benz:  none 
of  the  cockpits  at  left  even  vaguely 
resembles  a  living  room  or  a 
lounge.  Each  is  conceived  as  a 
moving  workplace  where  split- 
second  efficiency  counts. 

Split  seconds  indeed:  today's 
automobile  driver  guides  a  ton  or 
more  of  complex  machinery  at 
upwards  of  80  feet  per  second 
through  an  unpredictable  world. 
He  can  ill  afford  confusion.  Func- 
tion must  come  first. 

In  the  moving  workplace  that  is 
a  Mercedes-Benz  cockpit,  ergo- 
nomic  science  and  not  styling 
rules.  Function  does  come  first. 

86%  unobstructed  view 

The  Mercedes-Benz  driver  need 
not  duck  around  a  styling  theme 
to  see  the  road.  Even  Mercedes- 
Benz  sedans  provide  86  percent 
unobstructed  visibility. 

The  speedometer  and  other  vital 
gauges  are  centered  in  the  driver's 
line  of  vision  for  almost  instanta- 
neous checking. 

Note  that  the  aircraft,  the  racing 
car  and  the  Mercedes-Benz  at  left 
all  display  white-on-black  analog 
gauges.  Less  novel  than  digital 
gadgetry-but  quicker  mental  pro- 
cessing of  speed  and  other  ever- 
changing  data. 

■4  Top:  cockpit  of  Falcon  50  jet.  Middle:  cockpit 
of  Wildcat  race  car,  winner  of  the  Indianapolis 
'500'.  Bottom:  cockpit  of  the  Mercedes-Benz 
380 SEL  Sedan. 


A  matter  of  milliseconds  saved, 
perhaps.  But  milliseconds  can 
sometimes  be  everything. 

The  Mercedes-Benz  driver's  eye 
is  not  only  served  but  soothed. 
Chrome  and  glitter  are  banished 
from  the  driver's  forward  field  of 
vision.  Upper  instrument  cluster 
surfaces  are  nonreflective  matte 
black.  A  unique  reverse-ang\ed 
transparent  panel  shields 
the  view  of  the  gauges  from  the 
dazzle  of  the  outside  world. 

Driving  by  sense  of  touch 

A  Mercedes-Benz  does  not  imi- 
tate the  look  of  an  aircraft  cockpit, 
but  duplicates  the  ergonomic  intel- 
ligence of  an  aircraft  cockpit. 

Thus,  without  shifting  his  body 
an  inch,  even  the  belted-in 
Mercedes-Benz  driver  can  instantly 
activate  all  controls  by  using  only 
the  sense  of  touch  in  his  fingers. 
Keeping  both  his  eyes  and  his 
mind  on  the  road,  day  and  night. 

He  can  even  "feel"  his  way 
through  each  gear  position  in  the 
automatic  transmission's  inge- 
niously notched  shift  gate;  no  dis- 
tracting glances  down  to  double 
check. 

Begrudging  every  unnecessary 
roll  of  the  wrist,  the  designers 
placed  each  manual  control  where 
it  can  be  reached  by  a  direct  and 
natural  motion;  no  precious  sec- 
onds wasted  in  fumbling  about. 

And  no  random  placement.  The 
headlight  switch,  for  example,  is 


placed  where  only  the  driver  can 
work  it-because  he  is  the  only 
person  who  should. 

Controls  in  a  Mercedes-Benz  are 
as  few  and  as  simple  as  possible. 
One  such  control  combines  nine 
functions-all  actuated  by  the 
driver  without  having  to  move  his 
left  hand  more  than  two  inches 
from  the  steering  wheel. 

Controls  snap  on  or  off  with  a 
decisive  single  click.  No  guessing 
games. 

Not  a  sofa 

Each  Mercedes-Benz  seat  is 
a  biomechanical  support  system 
that  in  no  way  resembles  your 
favorite  sofa.  It  is  single-mindedly 
devised  to  help  offset  the  strains 
of  physical  confinement  unique  to 
prolonged  car  travel. 

The  driver  cannot  get  up  and 
walk  around-so  his  seat  must 
help  him  stay  refreshed  during 
long  hours  at  the  wheel.  Thus,  a 
Mercedes-Benz  seat  is  firmly 
sprung  and  padded-allowing  the 
body  to  constantly  and  subtly 
shift  position.  Keeping  circulation 
unhindered.  Helping  retard 
drowsiness  and  fatigue. 

In  seating,  as  in  all  other  particu- 
lars, the  engineers  of  Mercedes- 
Benz  refuse  to  put  you  in  the  lap 
of  luxury.  They  put  you  some- 
place better:  in  the  hands  of 
science,  where  they  believe  that 
anyone  moving  at  upwards  of 
80  feet  per  second  belongs. 

©1983  Mercedes-Benz  N.A.,  Inc.,  Monrvale,  N.J. 


Engineered  like  no  other  car  in  the  world 


$200  in  annual  dues  have  shrunk  to 
less  than  2%  of  outstanding  balances 
from  14%  in  1979. 

But  cash  has  always  posed  a  prob- 
lem. In  1976  Kuolt  had  a  chance  to 
buy  199  acres  of  defaulted  property 
from  its  mortgage-holder,  a  banker 
who  offered  Thousand  Trails  a  $2.5 
million  credit  line  if  the  company 
would  agree  to  pay  $1  million  for  the 
land.  Kuolt  felt  it  was  worth  only  half 
that,  but  he  bought  it  at  the  asking 
price.  "He  raped  us,"  Kuolt  says  of  the 
banker,  "but  my  closest  advisers 
pulled  me  right  out  of  this  room  and 
said,  'Kuolt,  we  don't  give  a  damn  if 
you  push  the  whole  goddamn  piece  of 
land  into  Puget  Sound.  You  sign  that 
goddamn  deal  with  this  banker.  You 
need  the  cash.'  " 

Three  years  later,  to  raise  fresh 
cash,  Thousand  Trails  went  public. 
At  the  time,  its  current  liabilities  ex- 
ceeded current  assets  by  more  than  $2 
million.  "This  offering  involves  a 
high  degree  of  risk,"  the  prospectus 
routinely  conceded.  Kuolt  puts  it  an- 
other way:  "We  were  technically 
bankrupt." 

Through  the  sale  of  debentures  and 
300,000  shares  of  stock,  Thousand 
Trails  raised  $5.7  million.  The  very 
next  year,  marketing  expenses  soon 
bled  it  off.  Also  in  1980,  the  company 
found  another  source  of  cash,  in  First 
National  Bank  of  Boston.  "We  knew 
somebody  who  knew  somebody," 
says  Mel  Kays,  Thousand  Trails'  chief 
financial  officer. 

The  bank  gave  Thousand  Trails  a 
$10  million  line  of  credit  at  2  points 
over  prime.  Since  then  the  company 
has  gotten  credit  from  other  banks,  so 
that  its  commercial  credit  lines  have 
risen  to  a  total  of  $25  million. 

But  even  that  hasn't  been  enough. 
By  1981  Kuolt  had  decided  that  the 
blame,  especially  for  rising  costs,  lay 
within  himself.  That's  when  he  hired 
Jensen,  who  for  six  years  had  worked 
as  president  and  chief  operating  offi- 
cer of  Grantree  Furniture  Rental, 
main  subsidiary  of  Grantree  Corp.  in 
Portland,  Ore.  Jensen  expanded  the 
number  of  campgrounds  to  21  from 
14.  Six  new  ones  are  expected  to  open 
in  1983.  He  restructured  sales  com- 
pensation to  create  bigger  incentives 
and  installed  a  video  network  to  pro- 
vide employees  what  he  calls  "whole 
brain"  communications. 

Prospective  customers  also  get  vid- 
eo spiels,  including  a  testimonial 
from  Roy  Rogers,  who  holds  options 
on  Thousand  Trails  stock.  (You  can't 
buy  Roy  for  cash.)  Roy  allows  as  how 
he  wouldn't  recommend  a  single 
place  to  camp  other  than  Thousand 
Trails.  He  then  exits  electronically, 


and  the  tape  screens  a  tough-looking 
biker  gunning  through  a  public  park, 
and  a  long-haired  type  swilling  beer. 

Last  year,  under  Jensen,  Thousand 
Trails  earned  $7.8  million,  or  $1.45  a 
share,  on  sales  of  $56  million. -This 
was  up  from  earnings  of  $3.3  million, 
or  71  cents  a  share,  on  1981  sales  of 
$40  million.  But  to  raise  cash,  the 
company  had  to  borrow  $8.6  million. 

Jensen  had  decided  against  a  second 
public  offering  in  1981  because  the 
stock  was  trading  at  less  than  the  12 
Jensen  thought  it  should  bring.  The 
selling  pressure  came  from  Kuolt, 
who  was  offering  blocks  here  and 
there  to  finance  his  own  sideline  busi- 
ness, Horizon  Air.  In  1982  Thousand 
Trails  did  privately  place  treasury 
stock  with  Western  Savings,  a  state- 
regulated  Phoenix  thrift,  at  a  price  of 
10  for  370,000  shares.  Including  other 
purchases,  Western  Savings  acquired 
a  24%  stake.  Just  as  important,  it  has 
provided  a  $25  million  line  of  credit  at 
4  points  over  the  six-month  Treasury 
bill  rate,  or  roughly  1  point  over 
prime.  The  Western  credit  line  is 


dedicated  to  property  acquisition  and 
development,  the  commercial  bank 
line  to  working  capital. 

Jensen  thinks  that  within  two  years 
Thousand  Trails'  ever-swelling  re- 
ceivables will  generate  enough  in  re- 
payments to  start  working  down  the 
company's  debt.  Yet  Thousand  Trails 
commands  no  influence  on  the  econo- 
my as  a  whole,  which  determines 
whether  new  members  will  pay,  say, 
40%  of  their  membership  price  up- 
front, or  only  10%.  The  company  has 
little  control  over  the  interest  rates  it 
pays.  And  some  people  do  drop  out — 
754  did  so  in  1982,  vs.  10,124  new 
members. 

Meanwhile,  Thousand  Trails  has 
obliged  itself  to  provide  camping 
privileges  and  services  to  good-stand- 
ing members  for  years  to  come.  Until 
cash  flow  becomes  positive,  Thou- 
sand Trails  will  have  to  meet  its  obli- 
gations and  finance  its  aggressive  ex- 
pansion by  borrowing  against  receiv- 
ables. It  may  all  work  out  wonderfully 
well.  If  not,  shareholders  will  take  a 
beating.  ■ 


The  Up  &  Comers 


As  the  housing  market  sank,  Toll  Brothers 
sold  single-family  homes  like  hotcakes. 
Can  they  do  the  same  with  condos? 


What  housing 
depression? 


By  Carol  E.  Curtis 


T|  ake  a  helicopter  ride  over  the 
north  Philadelphia  suburbs 
these  days  and  you  will  be 
struck  by  the  explosion  in  home  con- 
struction. But  look  closely.  Most  of 
the  tract  developments  have  only  one 
or  two  houses  on  them.  The  rest  of 
the  land  is  just  dirt. 

Suburban  Philadelphia  has  been 
hard  hit  by  the  depression  in  hous- 
ing. Half  of  the  area's  builders  went 
out  of  business  during  the  past  two 
years.  Although  housing  starts  are  up 
now,  most  remaining  builders  are 
wary — waiting  to  be  convinced  that 


the  recovery  has  taken  firm  hold. 

Most,  but  not  all.  "This  has  been 
our  greatest  -boom  period  ever,"  ex- 
claims Bruce  Toll,  39,  as  he  shows  a 
visitor  his  "chart  room" — a  confer- 
ence area  covered  with  maps  of  Toll 
Brothers  housing  developments,  all  of 
them  selling  well. 

Toll  Brothers,  a  privately  owned 
partnership  of  Bruce  and  his  brother 
Bob,  42,  hit  sales  of  $43  million  last 
year,  up  from  $19  million  the  year 
before,  during  housing's  biggest  de- 
cline in  four  decades. 

Not  by  accident  have  the  Toll 
brothers  prospered.  Though  this  is 
tiny,  obscure  Horsham,  Penna.,  you 
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Now  Canon  System  Copiers 
Stack  Up  Even  Better. 


The  more  work  piles  up,  the  more  you  need  a 
system  that  stacks  up  to  it. 

Now  Canon  takes  a  load  off  your  mind.  With  two 
new  system  copiers  that  take  a  load  off  your  hands. 
NP-300AF  and  NP-400AF 

Like  all  Canon  copiers,  they're  lean  as  ever.  Except 
now,  better  fed.  With  automatic  document  feeding 
capable  of  handling  documents  up  to  50  pages  long. 


And  better  stacked.  With  a  new  2,000  sheet  paper 
deck  to  tackle  really  big  jobs  without  paper  refill. 

Add  to  that  the  convenience  of  optional  sorting 
and  you  have  quite  a  system.  A  high  volume  copying 
system  in  a  compact  size. 

Canon  NP-300AF  and  NP-400AF  When  you 
consider  their  price,  no  other  system  copier  comes 
even  close  to  stacking  up. 


The  NP-300AF  The  Good  Stuff.  And  more  of  it.  With  automatic 
document  feeding.  30  letter-size  copies  a  minute.  Reduction. 
And  a  choice  of  sorters.  The  Good  Stuff  all  in  a  neat,  trim  size. 


The  NP-400AF  The  Compact  System  that  stacks  even  more  in 
your  favor.  With  features  of  a  console  system  in  a  desktop  copier. 
40  copies  a  minute  fast.  Two  reduction  modes.  Enlargement  too. 
Just  what  high  volume  users  have  always  wanted. 

New  NP-300AFand  NP-400AF 

Canon 


NP 


PLAIN  PAPER  COPERS 


The  Up  &  Comers 


may  well  be  persuaded  that  it's  the 
only  place  you  will  ever  want  to  buy  a 
home,  and  that  the  rigorous  one-hour 
commute  to  Princeton  or  Philadel- 
phia is  worth  it. 

Bruce  and  Bob  Toll  seem  an  unlike- 
ly pair  to  make  it  big  in  housing  in 
heavily  Catholic  southeastern  Penn- 
sylvania. When  Bruce  got  out  of  the 
University  of  Miami  with  an  account- 
ing degree  in  1965,  he  still  had  his  bar 
mitzvah  money,  given  him  at  13.  Bob, 
a  lawyer,  was  unhappy  at  his  Philadel- 
phia law  firm.  The  two  used  Bruce's 
nest  egg  to  purchase  two  lots.  Then 
they  got  a  bank  loan  to  build  two 
"developer's  colonials"  and  agreed  to 
pay  back  the  bank  with  the  proceeds 
of  the  house  sales. 

Instead,  they  used  the  homes  as 
models  and  took  back  to  the  bank,  as 
collateral  for  fresh  loans,  contracts  to 
build  houses  for  customers.  The  bank 
bought  the  deal,  and  the  brothers  were 
off  and  running.  Their  business  since 
has  remained  essentially  unchanged: 
building  presold,  single-family,  de- 
tached homes  on  cheap  land  to  under- 
sell the  competition. 

At  first,  their  four-bedroom  colo- 
nials sold  for  $17,490.  They  made  less 
than  3%  profit  per  home,  5%  below 
the  standard  builder's  profit  margin. 
They  took  the  cut  so  that  the  houses 
would  sell  fast,  thus  minimizing  car- 


rying costs.  It  worked  like  a  charm.  In 
their  first  year,  1967,  the  brothers  sold 
over  30  homes. 

Then,  during  the  1968-69  housing 
downturn,  the  brothers  experienced 
their  only  real  slump.  Money  .was 
tight,  so  they  went  hat  in  hand  to  the 
Federal  Housing  Administration. 
"The  bureaucracy  there  was  so  diffi- 
cult that  even  the  soles  of  your  feet 
had  to  be  approved,"  Bruce  cracks. 
"That  was  the  last  time  we  went  to 
the  FHA." 

During  those  down  years  the  broth- 
ers meticulously  analyzed  competi- 
tive developments  to  determine  costs 
and  construction  details,  the  dollars- 
and-cents  value  of  quality  schools  and 
a  homebuyer's  closing  and  borrowing 
costs.  Then,  on  Toll  homes,  the  broth- 
ers offered  a  better  deal.  To  fatten 
their  margin  from  3%  to  5%,  they 
paid  all  bills  every  two  weeks.  This 
allowed  the  brothers  to  purchase  ma- 
terials more  cheaply  and  pay  subcon- 
tractors less.  "The  result,"  says  Bruce, 
"is  that  we  sell  the  exact  same  house 
that  anyone  else  can  build,  but  for 
less." 

The  Tolls  also  know  a  thing  or  two 
about  salesmanship.  Their  homes  are 
not  Levitt-type  shelter.  "It's  not 
Gucci,  but  it  isn't  K  mart,  either," 
says  Bob.  Their  standard,  four-bed- 
room models  get  finished  with  the 
best  that  money  can  buy:  Typically, 
$70,000  is  spent  on  furnishing  each 
model.  All  the  amenities — the  fresh- 


baked  pastries  in  the  kitchen,  the  fire 
in  the  fireplace,  the  piped-in  music — 
make  a  soft  sell. 

The  warm  hearth  explains  why,  un- 
like most  builders,  the  Toll  brothers 
sell  more  homes  in  winter  than  any 
other  season.  During  last  February's 
severe  snowstorm,  for  example,  they 
sold  16  homes,  despite  2  feet  of  snow 
on  the  ground. 

The  Toll  brothers  also  can  offer  13 
different  mortgage  plans  at  below- 
market  rates.  Three  years  ago  the 
brothers  guessed  that  interest  rates 
would  soon  be  soaring,  and  the  com- 
pany bought  "pockets  full"  of  mort- 
gage money  "from  savings  and 
loans — anybody  who  had  it."  Last 
year,  when  rates  on  30-year,  fixed-rate 
mortgages  climbed  as  high  as  17%, 
the  brothers  were  still  offering  bor- 
rowers mortgage  money  at  a  substan- 
tially lower  rate  of  133/4%. 

It  still  takes  selling  to  sell  a  house. 
When  the  prospect  has  settled  by  the 
fire,  petits  fours  in  hand,  the  soft  sell 
turns  hard.  A  salesman  trots  out  the 
smorgasbord  of  mortgage  plans,  and 
pushes  for  a  deposit  on  the  spot.  "A 
cardinal  rule,"  says  Bruce,  "is  not  to 
let  the  customer  cool  off." 

If  a  prospect  obviously  can't  afford 
the  home  he  is  looking  at,  chances  are 
Toll  Brothers  salesmen  have  some- 
thing he  can  qualify  for.  Toll  homes 
range  from  $250,000  down  to  $60,000 
for  a  bare-bones  colonial  on  a  tenth- 
of-an-acre  lot. 


Bruce  and  Bob  Toll  in  their  Horsham,  Penna.  chart  room 

"We  sell  the  exact  same  house  that  anyone  else  can  build,  but  for  less." 
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For  the  trade  finance  service  that  includes 
experts  in  major  ports  around  the  world, 
look  to  Bank  of  America. 


With  Bank  of  America,  you  get  trade  finance  services  with  a  global 
advantage:  our  90-nation  banking  network.  It  gives  you  firsthand 
knowledge  of  local  markets  and  business  requirements.  On-the-spot 
experience  with  local  trade  problems  and  solutions.  On-site  Bank  of 
America  experts  handling  both  ends  of  your  trade  transactions.  And  an 
account  officer  who  manages  your  services  worldwide. 

And  that's  only  the  start.  You  can  get  letters  of  credit  negotiated  and 
advised  for  your  maximum  protection.  Bankers'  acceptances  at  market- 
reflective  rates  worldwide.  Global  foreign  exchange  services.  And  trade 
specialists  with  the  contacts  and  experience  to  advise  you  on 
international  finance  opportunities — from  the  smallest  export  order  to 
the  most  complex,  multicurrency,  import-export  packages. 

For  more  information,  contact  the  Branch  Manager  at  your  nearest 
Bank  of  America  office.  Give  your  world  trade  business  the  competitive 
advantage  of  a  world  of  trade  finance  experts. 

Look  to  the  Leader.™ 


BANKof  AMERICA 


More  than  one-third  of  customers 
arc  corporate  transferees.  The  broth- 
ers have  personally  visited  large  com- 
panies in  the  Princeton  and  Philadel- 
phia areas,  dropping  off  Toll  Brothers 
literature  and  encouraging  corporate 
relocators  to  refer  new  arrivals  to  Toll 
Brothers  developments.  They  have 
thus  been  able  to  skim  the  cream  off 
the  area's  home  buyers. 

Since  those  first  two  colonials  went 
up,  the  brothers  have  built  3,000 
homes.  There  are  now  13  separate  de- 
velopments. Next  year  the  brothers 
expect  it  to  be  19  or  20. 

Will  the  strategy  that  has  worked  so 
well  in  down  markets  hold  up  through 


the  current  recovery?  This  year,  Bob 
says,  the  company  expects  sales  to 
total  $65  million,  an  increase  of  over 
50%.  But  that  is  predicated  on  the 
success  of  a  new  strategy.  Toll  Broth- 
ers is  no  longer  wedded  to  the  single- 
family  detached  home.  Last  year  the 
company  opened  up  Rose  Hollow,  its 
first  condominium  project,  in  Bucks 
County.  The  brothers  have  also  re- 
cently purchased  an  abandoned  veter- 
ans' hospital  in  Philadelphia's  decay- 
ing center  city,  with  plans  to  convert  it 
into  condominiums. 

That  is  in  the  face  of  predictions 
that  condos  will  continue  to  meet 
with  hard  times.  "First-time  buyers 


The  Up  &  Comers 


General  Housewares  nearly  went  bust  in 
the  1973-74  recession.  But  it  had  a  record 
year  in  the  1982  slump.  Why  the  reversal? 


Lessons  well 
learned 


By  Laura  Rohmann 


T|  he  housewares  company  that 
Jack  Muller  built  wasn't  much 
more  than  a  house  of  cards  when 
the  1973-74  recession  al- 
most nudged  it  into  obliv- 
ion. General  Housewares 
Corp.  trembled  under  a 
bundle  of  high-cost  debt 
and  an  inventory  of  such 
consumer  yawn-inducers 
as  kitchen  stools  and  nov- 
elty candles.  Profits  went 
poof.  From  a  total  of  $3.8 
million,  on  sales  of  $56 
million  in  1972,  earnings 
dissipated  to  a  loss  of  $1.9 
million  in  1973  and  $7 
million  in  1974. 

"I  didn't  see  the  credit 
crunch  and  inflation  com- 
ing. The  result  was  that  I 
got  caught  with  a  lot  of 
debt  and  businesses  that 
weren't  capable  of  carry- 
ing the  load,"  says  GHC 
Chairman   Muller.  "We 


feel  very  lucky  to  be  here  today." 

Muller  and  General  Housewares  ac- 
tually learned  from  experience.  GHC, 
in  Stamford,  Conn.,  has  emerged  from 
the  recent  recession  in  a  much  differ- 


General  Housewares  Chairman  Jack  Midler 
Designer  candles  and  $130  pots. 


still  want  single-family  detached 
homes,"  says  Michael  Sumichrast,  se- 
nior vice  president  of  the  National 
Association  of  Home  Builders.  "The 
disenchantment  with  condos  has  fi- 
nally set  in.  They  will  be  around  in 
the  future  but  will  be  difficult  to  sell." 

Selling  those  condos  will  become 
doubly  important  if  the  brothers  take 
their  company  public,  a  decision  Bob 
says  they  are  weighing. 

Not  to  worry,  Bruce  adds:  "We  are 
in  the  merchandising  business.  When 
the  other  guy  doesn't  sell  it,  we  can." 
Sitting  by  that  cozy  fire,  listening  to 
the  strains  of  piped-in  violins,  one  is 
in  no  mood  to  argue.  ■ 


ent  style.  The  year  1982  brought  GHC 
record  sales  of  $74.3  million,  a  10% 
increase  in  income,  to  a  record  $3.7 
million,  and  a  long-term  debt 
trimmed  to  a  manageable  56%  of  eq- 
uity. Coming  out  of  the  recession, 
GHC  will  perform  even  better.  How 
did  it  all  happen?  What  did  Muller  do 
right,  this  time  around? 

It  all  started  with  what  he  did 
wrong.  Back  in  1966,  Muller,  then  43, 
a  Harvard  M.B.A.  and  former  Macy's 
management  trainee,  was  working  at 
General  Foods  as  a  marketing  execu- 
tive. But  he  wanted  to  start  a  business 
of  his  own.  The  Laird  group,  a  syndi- 
cate of  venture  capitalists  owned  by 
some  of  the  du  Pont  clan,  came  up 
with  the  money.  And  Muller  set  out 
to  find  some  companies  to  buy. 

"We  talked  about  a  number  of  cate- 
gories," says  Muller,  "and  for  one  rea- 
son or  another  we  couldn't  make  any- 
thing work.  So  I  got  desperate  and  one 
day  drove  to  New  York,  went  to 
Macy's,  went  to  the  top  floor  and  said, 
'I'll  find  a  business  here.'  I 
went  all  the  way  to  the 
bottom,  and  as  I  came 
down  the  escalator  and 
saw  the  housewares  area,  I 
said  to  myself,  'Well,  this 
has  got  to  be  it.'  " 

In  1967  the  Laird  group 
raised  $  1  million  in  equity 
and  borrowed  another  $5 
million.  Muller  bought 
J.R.  Clark,  a  struggling 
Minnesota  producer  of 
outdoor  furniture,  ladders 
and  ironing  boards  with 
$8  million  in  sales.  It 
didn't  take  Muller  long  to 
learn  the  shortcomings  of 
his  acquisition.  In  that  age 
of  polyester,  housewives 
spurned  ironing.  Ironing 
boards  and  ladders,  too, 
"represent    drudgery  or 
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More  seat 
vs.  t 
more  seats. 


T WA's  business  class  with  bigger  seats  and  fewer  of  them. 


A  typical  widebody  coach. 


TWA's  Ambassador  Class®  is  available  on  all  widebodies  everywhere  we  fly. 


TWA  is  better  for  business. 

Because  unlike  most  airlines,  TWA  offers 
you  Ambassador  Class— our  special  business 
cabin  with  bigger,  wider  seats  than  coach.  In 
fact,  our  seats  are  so  big  and  roomy,  we  put  four 
Ambassador  Class  seats  where  other  airlines 
have  five  coach  seats. 

So  now  you  can  sit  back  and  relax.  Or  even 
work  if  you  want  to.  Either  way,  no  one  cramps 
you  or  your  style. 

And  since  there  are  fewer  seats  per  row,  you're 
never  more  than  one  seat  from  the  aisle. 

You'll  find  Ambassador  Class  on  every  wide- 
body  we  fly.  Every  747  Every  L-1011.  Every  767. 
Everywhere  we  fly. 

Special  extras. 

In  Ambassador  Class  you  get  a  lot  more 
extras  besides  the  extra  room.  You'll  save  extra 


time,  thanks  to  our  special  Ambassador  Class 
Check-In  at  the  airport. 
And  that's  not  all. 

There  are  complimentary  cocktails  and  fine 
wines  in  flight.  Headsets  when  there's  a  movie. 
And  on  long  flights,  complimentary  appetizers 
and  a  choice  of  three  entrees  served  on  china 
and  linen. 

Much  more  for  not  much  more. 

You  know  a  great  deal  when  you  see  one. 
And  Ambassador  Class  means  a  great  deal 
more  comfort  than  coach.  Yet  it  costs  a  great 
deal  less  than  First  Class. 

So  call  your  travel  agent,  corporate  travel 
department  or  TWA. 

TWA's  Ambassador  Class. 

It's  a  more  comfortable 
business  environment. 


You're  going  to  like  us 


Experience  Mazda  RX-7  The  onehigh-performa 


The  Mazda  RX-7  experience.  It  is 
a  sports  car  enthusiast's  dream 
made  real. 

It  is  a  rotary  engine  that  can 
propel  you  from  zero  to  50  in 
just  6.3  seconds 

It  is  superb 
directional 
control  made 
possible  by  a 
finely-tuned 
suspension 
system  and  anti 

And  to  m 
even  more  enjo) 
an  astonishing  value - 
car  enthusiast's  dn 
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affordable. 

As  the  best-selling  two-seat 
sports  car  in  America,  the  RX-7 
has  exceptional  resale  value.  The 
Kelley  Blue  Book,  September- 
October  1982,  reports  that  a  1979 
RX-7  S  has  retained  111.1%  of  its 
original  sticker  price,  compared* 
to  79.3%  for  a  1979  Dalsun  280ZX. 

If  you  are  partial  to  the  joys 
of  high-performance  motoring, 
all  that  remains  is  for  you  to 
climb  into  the  RX-7's  refined 
cockpit  and  head  for  the 
open  road. 

That  is  where  the  real  Mazda 
\<y.  -  7  ..'xperience  awaits  you. 


Because  its  rotors  turn  constantly  in  one 
direction,  the  Mazda  RX-7's  100-horsepowt 
rotary  engine  is  smoother,  more  efficient,  ar 
more  powerful  for  its  size  than  a  conventioi 

piston  engine. 


Rotors 
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imatesforco        s.t      m:  mileage  mav  va  -\  with  trip  length,  speed  and  weather.  Highway  mileage  will  probably  be  let 
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rts  car  that  is  not  reserved  for  a  privileged  few. 


■  RX-7's  live-axle  rear  suspension  is  ideal  for 
ieving  true  sports  car  handling.  The  system 
ends  on  Watt  linkage  to  stabilize  the  axle  and 
mote  precise  tracking  through  turns. 


Standard  features  include 
5-speed  overdrive  transmission 

•  Steel-belted  radial  tires  •  Power- 
assisted  front  disc  brakes  •  Front 
and  rear  anti-sway  bars  •  Retract- 
able headlamps  •  Automatic 
power  antenna  •  Cut-pile  carpet- 
ing •  Electric  rear  window 
defroster  •  Driver's  seat  3-posi- 
tion  lumbar  support  adjustment 

•  Voltmeter,  temperature  &  oil 
pressure  gauges  •  Two-speed 
wipers  plus  intermittent  action 

•  Tinted  glass  •  Coolant  and 
engine  oil  level  warning  buzzers 

•  Covered  rear  stowaway  lockers 

•  Side  window  demisters. 


1983  Mazda  RX-7S 

$9695" 


GET  MORE  INFORMATION. 

We'd  like  to  send  you  a  free  copy 
of  our  20-page  catalog  describing 

the  RX-7.  Just  send  your  name, 
address,  city,  state,  and  zip  code  to 
the  following  address  and  mention 
that  you'd  like  the  RX-7  catalog. 
Mailing  and  Marketing  Inc. 
Box  5960 
Orange,  CA  92668 
Attn:  Mazda  RX-7  Offer 


nse,  freight,  options  (wide  tires/al.  wheels  $350-$42(V)  and  other  dealer  charges  extra.  Price  may  I  ..n. 
lout  notice.  Availability  of  vehicles  with  specific  features  may  vary. 


The  more  you  look, 
the  more  you  like. 


The  Up  &  Comers 

work  versus  fun,"  Muller  says. 

So  Muller  decided  on  a  product  line 
that  he  thought  people  would  enjoy 
buying:  enamel  cookwarc.  In  1968 
GHC  bought  a  manufacturer  and  the 
next  year  acquired  an  importer  of 
kitchen  ceramics,  forming  the  base  of 
GHC's  existing  cookware  and  table- 
top  giftware  businesses. 

But  Muller  concedes  he  kept  mak- 
ing mistakes.  He  diversified  into  los- 
ers such  as  outdoor  grills,  a  seasonal 
product  that  is  costly  to  inventory 
when  interest  rates  are  high.  Suffice  it 
to  say  that  GHC's  revenue  and  in- 
come had  their  ups  and  downs  during 
those  early  years,  and  when  the  reces- 
sion rolled  in,  GHC  wasn't  in  the  best 
condition  to  weather  the  storm. 

It  was,  says  Keith  Hartley,  Drexel 
Burnham  Lambert  corporate  finance 
managing  director,  "a  case  of  a  weak 
balance  sheet  plus  weak  business."  By 
1974  GHC's  liabilities  had  out- 
stripped its  assets.  Parts  of  the  com- 
pany, such  as  its  steel  kitchen  furni- 
ture business,  were  dropped  for  cash. 

Despite  the  heat,  GHC  stayed  in 
the  kitchen.  But  by  1975  only  a  few 
parts  of  its  original  cookware, 
giftware  and  furniture  businesses 
were  left  in  its  name. 

Although  between  1974  and  1977 
Muller  was  able  to  bring  long-term 
debt  down  to  50%  of  capitalization 
and  turn  1974's  $7  million  loss  into 
1977's  $4.8  million  net  before  taxes, 
each  step  forward  seemed  to  bring  a 
half-step  backward. 

Then,  in  1980,  GHC  got  a  break. 
The  International  Trade  Commission 
ordered  temporary  tariff  protection — 
ending  next  year — for  domestic  pro- 
ducers of  porcelain-on-steel  cook- 
ware. After  a  decade  of  sizzling  com- 
petition from  poorer  countries  with 
duty  preference,  GHC  was  the  only 
domestic  producer  of  the  enamelware 
left  to  reap  the  benefits. 

Muller  decided  it  was  time  to  go  on 
the  offensive.  GHC  had  a  two-part 
plan.  The  first  part  involved  cost-cut- 
ting. With  the  goal  of  a  2%  reduction 
in  total  costs  a  year,  GHC  began  put- 
ting 50%  of  its  capital  spending  into 
more  efficient  production.  The  sec- 
ond part  of  the  plan  put  GHC  into 
more  luxury  products  with  higher 
profit  margins.  "Class  is  mass,"  Mull- 
er says. 

Magnalite  Professional  cast  alumi- 
num and  magnesium  skillets  and 
bakeware  were  introduced  in  1979. 
GHC  spent  $350,000  on  the  electro- 
lytic bath,  which  gives  the  pans  a  sat- 
iny gray  "professional"  look.  Retail- 


ing for  up  to  $130  a  pot,  Magnalite 
Professional  sales  have  grown  by  50% 
each  year  for  the  past  two  years. 

Next,  Chateau  enamel  pots  with  a 
supposedly  European-looking  bulge 
bottom  were  introduced  in  1980;  and 
a  more  decorative  Chateau  Plus  line 
was  introduced  this  year. 

GHC  is  also  banking  this  year  on  its 
new  designer-licensed  cookware  and 
giftware  lines.  Current  designer  lines 
include  the  Gear  country  motif  col- 
lection, an  enamelware  line  to  match 
Pfaltzgraff  stoneware  and  a  variety  of 
authentic  folk  patterns  licensed  from 
the  Museum  of  American  Folk  Art. 
An  English  country  line  of  giftware 
called  Mary  Quant  will  be  introduced 
this  spring. 

Candles,  by  far  the  largest  segment 
of  GHC's  giftware  division,  glow 
brightly.  GHC's  Colonial  Candle  of 
Cape  Cod  controls  about  20%  of  the 
retail  candle  market,  operates  with 
low-cost  summer  labor  and  almost 
"runs  itself,"  says  Merrill  Lynch  ana- 
lyst Jerry  Levine.  A  candle  business 
add-on,  ceramic  candle  lamps,  be- 
came 1982's  largest-selling  new  prod- 
uct. Still,  Muller  is  trying  to  enhance 
GHC's  candle  business  by  giving  the 
candles  a  designer  image.  The  4-C  em- 
blem affixed  to  each  Colonial  Candle 
is  intended  to  become  the  "alligator  of 
candles." 

Wall  Street  seems  to  think  the  time 


is  right  for  such  stuff.  Since  GHC  was 
listed  on  the  New  York  Stock  Ex- 
change last  June,  the  stock  has  more 
than  doubled,  to  21  from  8. 

The  stock  pickers  may  be  right. 
GHC  enjoyed  a  17%  increase  in  sales 
in  1 98 1 ,  a  30%  increase  in  income  and 
a  26%  return  on  equity.  Once  the 
recession  ends,  Levine  expects  earn- 
ings growth  will  average  18%.  Demo- 
graphic figures  show  better  than  30% 
increases  in  young  households  and  a 
similar  increase  in  disposable  income 
for  the  1980s,  both  trends  that  GHC's 
designer  lines  are  meant  to  play  off. 
And  GHC  will  get  a  quick  shot  in  the 
arm  from  any  marketplace  recovery. 
Since  inventory  has  been  reduced  by 
14%,  Muller  says,  "If  something  hap- 
pens at  the  counter  at  Bloomingdale's, 
it  will  happen  for  us,  too." 

And  Muller  is  ready  to  make  another 
acquisition.  He's  promising  to  pick  an 
industry  leader  in  a  housewares  field 
close  to  home.  GHC  has  an  irresistible 
option  to  purchase  Textol,  a  manufac- 
turer of  table  linens  that  currently 
provides  20%  of  GHC's  giftware  sales. 
Yet  the  burden  of  the  past  weighs 
heavily.  "GHC  has  yet  to  make  a  good 
acquisition,"  Levine  observes. 

But  at  least  the  heat  is  off.  Not  that 
Muller  plans  to  get  out  of  the  kitchen 
even  when  he  retires.  He  plans  to 
spend  a  lot  of  time  at  a  new  hobby — 
cooking.  With  GHC  pots,  of  course. 


Are 


obert  Grodinsky  has  invent- 
ed a  better  mousetrap.  But  are 
there  any  mice  to  catch? 


Grodinsky,  58,  is  president  and 
founder  of  RG  Dynamics  Inc.,  a  Lin- 
colnwood,  111.  electronics  firm  with 
only  $1  million  a  year  in  sales  of  high- 
quality  stereo  equipment  such  as 
preamplifiers  and  amplifiers.  Now 
Grodinsky  has  come  up  with  a  way  to 
get  finer  sound  from  a  television  set. 

To  oversimplify,  his  Videosonic 
Stereo  Phasor  (VC-1)  connects  a  tele- 
vision set  to  a  stereo  system,  filters 
out  the  electronic  noise  from  the  tele- 
vision soundtrack  and  divides  the 
soundtrack's  monaural  sound  into 
three  parts.  The  highs  and  lows  come 
from  one  speaker,  the  mids  another. 
You  can  boost  the  highs  and  select 
which  speaker  gets  the  lows. 

"It  does  everything  it  promises," 
says  Richard  Gray  Costello,  a  profes- 
sor of  electrical  engineering  at  Cooper 
Union  in  New  York,  who  examined 
the  VC-1  for  Forbes.  Still,  does  any- 
one care? 

Conventional  stereo  retailers  don't. 
"The  quality  stereo  stores  have  a  neg- 
ative interest  in  anything  to  do  with 


mice? 


RG  Dy  namics  President  Robert  Grotii)isk)' 
Looking  Jot  mice. 


television,"  says  Grodinsky,  who  has 
designed  stereo  components  for  30 
years.  "They  don't  have  any  interest 
in  television." 
He  fared  no  better  with  department 
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NEED  NEW  TRUCKS  BUT  CAPITAL  IS  SHORT? 
CREDIT  TIGHT?  BUSINESS  UNCERTAIN? 


Ryder  can  provide  the 
trucks,  tractors  and  trailers 
you  need  right  now  without 
you  laying  out  big  chunks 
of  cash.  And  without  you 
risking  any  commitment 
beyond  90  days. 

For  90  days  you  test 
the  costs  and  advantages 
of  leasing  from  Ryder.  We 
provide  exactly  the  equip- 
ment you  need,  complete 
maintenance  and  repairs, 
replacements  if  needed, 
24-hour  emergency  road 


service,  the  works. 

Then  you  decide.  If 
you're  not  convinced  that 
Ryder  can  keep  your  trucks 
rolling  more  efficiently 
than  you  can,  you  just  leave 
the  lease  and  leave  it  clean. 
You  pay  only  for  the  time 
you  use  the  truck. 

Let  Ryder  rescue  you 
with  a  no-risk,  can't  lose 
90-day  trial.  Call  your 
nearest  Ryder  District 
Office  or  mail  this  coupon 
right  now. 


Ryder,  I  like  the  idea  of  getting  trucks 
without  a  big  cash  outlay  and  without 
a  long-term  commitment.  Tell  me  more. 


Name/Title 


Company  Name 


Type  of  Business 


Address 


City/Stale/Zip 


R 


Phone 

Mail  to:  Ryder  Truck  Rental.  Inc. 
Don  Estes.  President 
P.O.  Box  520816 
Miami,  Florida  33152 


RYDER  TRUCK  LEASING 
AND  RENTING 

A  Service  of  Ryder  System 


i 


Up  In  The  Air  About  Data  Networks? 


The  Up  &  Comers 


stores.  To  work,  the  VC-1  must  be 
near  a  television  and  stereo  at  the 
same  time.  Because  stereo  and  TV 
sets  are  kept  separate,  there  is  no  con- 
venient way  to  demonstrate  the  prod- 
uct. Because  the  VC-1  sells  for  $159, 
you  need  demonstrations  to  sell  the 
product. 

But  there  is  a  more  basic  marketing 
problem:  Will  anyone  be  willing  to 
pay  $159  merely  to  get  better  sound 
from  a  television? 

Realistically,  Grodinsky  concedes, 
most  people  don't  care  whether  they 
can  hear  every  last  detail  of  the  never- 
ending  car  crashes  on  The  Dukes  of 
Hazzard. 

"It's  very  probable  that  less  than 
5%  of  them  do  care,"  Grodinsky  says. 
"On  the  other  hand,  I  doubt  that  5% 
is  an  excessive  figure,  and  5%  of  100 


Realistically,  Grodinsky 
concedes,  most  people  don't 
care  whether  they  can  hear 
every  last  detail  of  the  nev- 
er-ending car  crashes  on 
The  Dukes  of  Hazzard. 


million  homes  is  still  a  substantial 
number  of  people." 

To  reach  them,  Grodinsky  is  taking 
ads  in  stereo  magazines.  That  raises 
yet  another  question:  Will  true  sound 
buffs  buy  the  VC-1?  The  preliminary 
indication  is  no. 

"It's  a  neat  gimmick,  but  you  don't 
get  the  true  stereo  sound,"  says  a  New 
Jersey  audiophile  who  has  one  room 
of  his  home  filled  with  stereo  gear.  "I 
wouldn't  pay  $159  for  it."  And,  as 
Richard  Costello  points  out,  you  need 
not  spend  $159.  "If  you  go  to  an  elec- 
tronics store,  for  about  $15  you  can 
get  the  necessary  hardware  to  hook 
your  TV  to  your  stereo  to  create  a 
similar  effect.  Of  course,  you  have  to 
know  what  you  are  doing  or  you  can 
get  a  nasty  shock." 

Grodinsky  is  willing  to  forego  the 
audiophile  market  and  the  electroni- 
cally handy.  But,  he  says,  "People  are 
investing  in  big-screen  televisions. 
They  are  buying  or  renting  Star  Wars 
for  their  VCRs,  and  they  want  the 
movie  experience  of  the  huge  sound 
tracks  in  their  homes.  These  people 
are  our  market." 

Grodinsky  has  sold  about  2,000 
units.  He  is  stepping  up  advertising. 
He  will  find  out  whether  there  is  a 
market  or  if  he  has  merely  invented  a 
dandy  solution  for  no  existing  prob- 
lem.— Paul  B.  Brown 
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TYMNET  has  solutions. 
Accessibility? 

We're  the  world's  largest  public  packet  network.  And  growing... local-call 
access  now  in  more  than  400  U.S.  cities.  International  access  as  well. 

Compatibility? 

We  give  you  device  and  vendor  independence  through  built-in  network 
"value-addeds  : .  code  conversions,  speed  matching,  protocol  transla- 
tions -X.25,  Async,  3270  Bisync,  SDLC,  and  RJE/HASP.  We'll  help 
you  talk  to  anything, 

Network  management? 

We  do  it  all.  You  get  the  control  without  the  hassles  and  finger- pointing 
exercises. 

Growth? 

Whether  your  monthly  communications  costs  are  $5000  or  $500,000; 
whether  you  need  10  locations  or  several  hundred,  TYMNET  is  where 
you  ought  to  be.  With  support  you  can  grow  on.  Now  and  tomorrow. 

Dedicated  network  systems? 

Have  a  TYMNET  network  of  your  own.  Anything  from  a  dedicated  con- 
nection to  a  stand-alone  private  network  complete  with  management 
facilities. 

Cost-effectiveness? 

No  capita!  investment  is  required  to  start  saving  money  on  the  public 
network  and  there  are  no  long-term  commitments. 

For  immediate  data  networking  solutions,  call  us. 

TYMNET 

A  Tymshare  Company 
2710  Orchard  Parkway,  San  Jose,  CA  95134  (408)946-4900 

The  Experienced  Intelligent  Network  People 


More  and  more  of  my  clients  are  buying  the  high-yield 
Life  policy  I  bought  myself.  The  Hartford's  Solution." 


Greg  Albers,  General  Agent,  Gregory  W.  Albers  Insurance,  Kansas  City,  Mo. 


urance  and  financial  advisors  across  the  country  are  buying  and  recom- 
ndingThe  SolutionSM,  the  high-yield  universal  life  insurance  policy  from 

Hartford.  And  no  wonder.  It  gives  you  the  permanent  protection  of 
uole  Life;  earns  a  highly  competitive,  tax-deferred  interest  rate* on  cash 
ue  over  $1,000,  and  lets  you  adjust  coverage  and  premium  payments  to 
>et  your  changing  financial  and  estate  planning  needs. 

For  a  free  booklet  describing  policy  features,  mail  this  coupon. 
Esr^  Or  call  an  independent  agent  who  represents  The  Hartford. 

■  may  rise  or  fall  periodically  based  on  anticipated  monetary  conditions  but  will  never  drop 
iw  4%.  Cash  value  up  to  $1,000  and  cash  value  on  loan  earn  tax-deferred  interest  at  the  4%  rate 
available  in  New  York. 

BUSINESS 
HOME 
AUTO 
LIFE 

it  us  protect  your  world.  THE  HARTFORD 

ord  Life  &  Accident  Insurance  Company,  Windsor,  Connecticut  06095 


'""The  Hartford  Insurance  Group    F-4/i  1/83*1 
Life  Sales/Marketing 
RO.  Box  320 
Windsor,  Conn.  06095 

I'd  like  to  know  more  about  The 
SolutionSM,The  Hartford's  revolutionary 
universal  life  insurance  policy. 
Please  send  me  a  free  booklet. 

Name  


Address. 
City  


State- 


Zip. 


Home  Phone- 


Business  Phone. 


□  Check  here  if  you  are  an  insurance 
agent  or  broker. 


Numbers  Game 


Lots  of  companies  claim  that  business  will 
be  better  next  year.  But  utilities  are  al- 
lowed to  show  that  increase  now. 


Once  and  future 
income 


By  Ellyn  Spragins 


ACCOUNTANTS  FACE  SOME  of  their 
knottiest  problems  in  the  area 
k  of  income  recognition.  Natu- 
rally, companies  want  to  show  profits 
as  soon  as  they  can.  Conservative  ac- 
countants, on  the  other  hand,  usually 
want  to  wait. 

This  conflict  has  an  Alice  in  Won- 
derland air  when  it  comes  to  utility 
accounting.  Historically,  regulators 
have  had  a  way  of  allowing  utilities  to 
show  future  income  before  there's 
cash  in  hand.  At  the  same  time,  util- 
ities could  put  off  their  expenses. 
The  justification  for  this  leniency 
is  that  for  many  years  these 
companies  have  been  guaranteed 
increased  revenues  that  pro- 
tected them  from  much  economic 
uncertainty. 

There's  a  more  pragmatic  side  to 
such  nice-guy  accounting,  of  course. 
It  is  in  the  best  interest  of  regulators 
for  utilities  to  show  solid  profits.  That 
way,  the  public  perception  will  be 
that  utilities  don't  need  rate  in- 
creases. You've  heard  it  a  million 
times  over  the  backyard  fence:  "I 
don't  know  why  So-and-so  Power 
needs  a  rate  increase.  It  just  reported 
record  profits." 

Last  December  the  Financial  Ac- 
counting Standards  Board,  in  a  deci- 
sion disputed  by  three  of  its  seven 
members,  formalized  this  regulatory 
accounting.  Utilities,  the  board  decid- 
ed, do  know  what  their  futures  will  be 
and  should  be  able  to  report  financial 
results  accordingly.  "It's  kind  of  hard 
to  imagine  that  the  rules  could  get 
much  softer,"  says  Roland  Ley,  na- 
tional public  utilities  specialist  for 
Arthur  Young. 


An  example  of  what's  involved 
comes  from  Rich  Hildahl,  chairman 
of  Ernst  &  Whinney's  public  utilities 
committee.  "Suppose  a  utility  aban- 
dons a  power  generating  facility,"  he 
says.  "A  manufacturing  company 
would  have  to  write  this  kind  of  thing 
off  immediately.  But  a  regulating 
commission  could  allow  the  utility  to 


write  it  off  over  a  five-year  period  on 
the  assurance  that  it  will  adjust  rates 
so  that  the  utility  can  recover  the 
cost."  Presto.  The  utility  now  has 
one-fifth  the  expense  the  manufactur- 
ing company  would  have  had. 

This  assurance  of  free-flowing  fu- 
ture revenues  works  nicely  on  the 
income  side  as  well.  One  of  the 
issues  that  prompted  FASB's  rule  is  a 
method  of  accounting  called  Con- 
struction Work  In  Progress.  Under 


CWIP,  a  utility  can  manufacture 
profits  out  of  thin  air  by  simply 
building  a  new  facility. 

It  works  like  this:  Suppose  an  elec- 
tric company  utility  has  $10  million 
worth  of  construction  in  progress  dur- 
ing the  year  and  prevailing  interest 
rates  are  10%.  The  firm  is  allowed  to 
report  a  "return"  of  10%,  or  $1  mil- 
lion. After  all,  the  utility  will  presum- 
ably earn  that  much  on  its  new  plant 
sometime  in  the  future.  "In  their  fi- 
nancial they  would  show  fairly  sig- 
nificant earnings  reported,"  says  Hil- 
dahl. "But  if  you  look  on  a  cash-flow 
basis,  it's  not  there." 

The  problem  is  that  commissions 
sometimes  go  overboard  in  pushing 
off  expenses  and  roping  in  income  in 
order  to  make  utilities  look  good.  "If 
you  are  dealing  with  an  elected  com- 
mission or  someone  who  has  only  a 
year  to  go  in  his  term  and  wants  to  run 
for  governor,"  Hildahl  explains,  "he 
wants  to  delay  or  defer  rate  increases 
to  future  periods  and  push  it  on  future 
generations." 

Putting  a  lien  on  the  future  has  al- 
ways been  necessary  in  the  utilities 
industry,  of  course.  But  critics  com- 
plain that  not  only  do  the  new  rules 
leave  regulators  unchecked,  they  also 
give  accountants  too  much  leeway. 
"The  previous  rule  required  there  to 
be  an  assurance  beyond  a  reasonable 
doubt  that  any  costs  would  be  recov- 
ered in  the  future,"  says  Arthur 
Young's  Ley.  "This  rule  only  re- 
quires that  there  be  reasonable 
assurance." 

All  of  which  runs  directly 
against  current  trends  in  rate  set- 
ting. Once  regulators  could  raise 
rates  at  will  with  little  falloff  in  con- 
sumption. But  high  energy  costs  have 
changed  that.  Look,  for  example,  at 
Washington  Public  Power  Supply  Sys- 
tem, where  a  slowdown  in  electricity 
consumption  and  huge  cost  overruns 
have  played  havoc  with  major  con- 
struction projects. 

"In  the  past  one  didn't  have  to  wor- 
ry very  much  about  the  ability  of  a 
utility. to  recover  its  costs  and  earn  a 
full  and  fair  rate  of  return,"  concludes 
Hildahl.  "But  now  a  number  of  public 
utilities  are  running  into  competition 
from  other  sources.  I  can  see  situa- 
tions where  an  accountant  should  say 
that  a  liberal  regulatory  rule  treat- 
ment should  not  be  allowed  because 
there  aren't  enough  assurances  that 
they  will  be  able  to  recover  costs  in 
the  future."  Unfortunately,  the  FASB 
may  have  just  made  that  decision 
more  difficult.  ■ 
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Starting  April  24 


Pan  Am  Flight  100 

BeatsThe  Concorde 
lb  London. 


Pan  Am  Flight  100  proves  that  the  race 
.  Desn't  always  go  to  the  swiftest. 

Because  when  it  comes  to  comfort,  value, 
iKtras,  even  timing,  Pan  Am's  10  am  daylight 
light  from  Kennedy  Airport  beats  the  Concorde 
b  London  every  day.  Even  though  it  arrives  later. 

)DaCe  SeatS  Our  First  Class 

Sleeperette®  Seats  give  you  space  to  stretch 
lit.  Space  to  feel  privacy.  Our  Clipper®  Class 
pace  Seats  give  business  travelers  space  to 
link,  work  and  relax. 

jUXUrV  To  celebrate  our  new  flight  we're 
iving  First  and  Clipper  Class  passengers  on 
le  747SP  "Clipper  President"  complimentary 
emwel  limousine  service  from  Heathrow  to 
owntown  London  during  our  first  thirty  days 
f service. 


1  lining  Flight  100  puts  you  in  London  in 
time  for  a  good  night  s  sleep.  And  in  time  to 
miss  London's  rush  hour. 

Price  Pan  Am  lets  you  choose  between  First 
Class,  Clipper  Class  and  Cabin  Class^  The 
Concorde  charges  one  price.  And  it's  higher  than 
our  First  Class. 

Extras  As  a  WorldPass  member,  you'll  receive 
a  free  roundtrip  Cabin  Class  ticket  to  any  Pan  Am 
city  in  the  continental  U.S.  good  for  travel  be- 
tween July  27  and  November  15.  Just  for  flying 
roundtrip  to  London  in  First  or  Clipper  Class 
using  Flight  100  between  April  24  and  June  30. 
Certain  conditions  apply. 

For  reservations  and  information,  call/^£>\ 
your  Travel  Agent,  Corporate  Travel  A3=^A 
Department  or  Pan  Am.  ^^^x 


Pan  Am.\bu  Can  t  Beat  The  Experience: 

hedules  subject  to  change  without  notice  ™ 


It's  far  from  high  tech,  its  products  are 
mundane,  it  hasn't  made  a  major  acqui- 
sition in  years.  So  why  isNSI  so  profitable? 

Erwin  Zaban's 
secret  weapon: 
good  management 


By  Barbara  Rudolph 


Erwin  Zaban,  the  wiry,  gravel- 
voiced  chairman  of  National 
Service  Industries,  leans  back 
in  his  chair  and  puffs  his  ever-present 
cigarette.  "I've  never  sold  one  share  of 
my  stock,"  he  says.  "Given  plenty 
away.  But  I  have  a  funny  feeling  about 
selling.  .  .  .  Sentimental,  I  guess." 

In  Zaban's  case  sentiment  certainly 
has  paid.  The  longer  he  holds,  the 
more  valuable  his  shares  seem  to  be- 
come. Although  he  and  his  family 
own  only  4%  of  the  16.4  million  out- 
standing shares,  that  little  4%  is 
worth  about  $22  million  on  paper. 
That  means  the  whole  company  has  a 
market  capitalization  of  about  $550 
million,  which  is,  to  say  the  least, 
astounding.  For  National  is  an  ob- 
scure Atlanta-based  conglomerate,  a 
grab  bag  of  utterly  mundane  business- 
es. Its  Lithonia  Lighting  subsidiary  is 
the  nation's  largest  distributor  of 
lighting  fixtures.  The  National  Linen 
group  supplies  hospitals,  restaurants 
and  factories.  Zep  Manufacturing  pro- 
duces chemicals  for  sanitation.  Other 
small  divisions  make  things  like 
men's  shirts  and  business  envelopes. 

This  oddly  assorted  and  seemingly 
random  miscellany  earned  National 
Service  $51  million  on  revenues  of 
$885  million  last  year.  With  negligi- 
ble long-term  debt,  NSI's  return  on 
capital  has  averaged  17%  over  the 
past  five  years.  That's  the  best  perfor- 
mance among  all  industrial  service 
firms  ranked  in  the  Forbes  35th  Annu- 
al Report  on  American  Industry — and 
it  isn't  lost  on  savvy  investors  like 
Warren  Buffett.  His  Berkshire 
Hathaway  and  its  subsidiaries  own 
about  2%  of  NSI.  In  Buffett's  1981 
annual  report  he  selected  Zaban, 
along  with  Capital  Cities  Communi- 
cations' Tom  Murphy  and  Teledyne's 


NSI's  Erwin  Zaban 
Of  lights  and  linen. 


Henry  Singleton,  for  special  praise. 

What's  the  secret?  It's  no  secret 
really,  except  that  Zaban  takes  seri- 
ously the  word  "service"  in  NSI's 
name.  For  example?  Well,  take  the 
lighting  division,  which  accounts  for 
29%  of  operating  profits.  Zaban's 
sales  force  doesn't  just  sell  hardware, 
but  works  with  architects  and  tries  to 
provide  a  package  of  equipment  that 
fits  a  new  building's  overall  design 
and  structure.  This  special  attention 
is  important  because,  unlike  the  local 
firms  that  abound  in  the  industry,  NSI 
has  not  staked  out  the  less  competi- 
tive specialty  market.  What  it  sells  is 
basically  a  commodity  product  em- 
bellished with  service  and  with  a  full 
product  line  that  competitors  are  not 


always  able  to  match. 

The  strategy  is  much  the  same  at 
National  Linen,  which  pulls  in  an- 
other 35%  of  NSI's  operating  profit. 
All  towels  may  be  basically  alike,  but 
the  reliability  and  consistency  of  sup- 
pliers aren't.  "If  a  customer  needs  a 
delivery  rushed  in  the  middle  of  a 
storm,  you  do  it,"  says  President  Sid- 
ney Kirschner.  Though  National  was 
slow  to  emphasize  sales  to  hospitals 
and  nursing  homes,  a  market  that  is 
growing  20%  annually,  such  custom- 
ers now  account  for  one-quarter  of  its 
revenues.  Former  nurses  have  become 
some  of  the  firm's  most  successful 
salespeople.  "They  tend  to  feel  badly 
paid,  and  they're  eager  to  make  mon- 
ey with  us,"  Kirschner  explains. 

Not  surprisingly,  NSI's  disparate  di- 
visions are  autonomously  run.  There 
are  only  two  vice  presidents  between 
division  heads  and  the  top,  and  Zaban 
treats  every  company  dollar  as  if  it 
were  his  own.  "We're  stingy,"  he  ex- 
plains. "There  are  no  company  cars, 
and  everyone  travels  tourist." 

There  was  nothing  fancy  about  the 
strategy  behind  NSI's  growth,  either. 
In  a  Sixties  acquisition  spree,  Zaban 
followed  in  the  footsteps  of  his  retired 
predecessor,  Milton  Weinstein,  his 
old  friend  and  neighbor.  Weinstein 
brought  Zaban  to  NSI  in  1962  with 
the  purchase  of  his  Zep  Manufactur- 
ing. Zaban  followed  that  pattern  in 
some  of  his  early  acquisitions,  buying 
up  friends'  businesses  after  he  became 
president  in  1966.  He  shunned  turn- 
arounds and  insisted  upon  acquiring 
solid  management  that  would  stick 
around  after  the  merger.  Despite  a  few 
misjudgments,  the  cronyism  worked. 
"We  didn't  want  people  to  take  our 
stock  and  go  to  the  seashore,"  Zaban 
explains. 

Of  what  is  good  management 
made?  Of  close  attention  to  detail  as 
much  as  anything  else — minding  the 
pennies  and  letting  the  dollars  take 
care  of  themselves.  Little  things,  de- 
tails, are  especially  important  in  a  ser- 
vice business.  Which  helps  explain 
why  NSI  hasn't  done  much  acquiring 
lately.  Zaban  isn't  convinced  that  he 
can  take  a  poorly  managed  company 
and  perform  miracles  with  it,  and 
where  will  he  find  companies  to  buy 
that  are  as  well  run  as  NSI's  current 
divisions?  To  keep  earnings  growing 
in  the  absence  of  acquisitions,  NSI 
has  been  using  excess  cash  flow  to 
buy  in  its  own  stock.  And  why  not? 
Zaban  says  that  with  NSI's  fat  return 
on  equity,  most  potential  candidates 
"look  pretty  poor."  Empire-building  it 
will  leave  to  companies  whose  man- 
agements have  a  lesser  stake  in  the 
company  than  Zaban  has.  ■ 
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■ 


Since  1715. 
One  of  the  world's  more 
civilized  pleasures. 


MARTELL 


r 


FONDLE 


EN  1715 


sm  COGNAC 

MARTELL&O.  COGNAC  u 
PRODUCED  AND  BOTTLED  IN  FRANCE 


The  new  TI 
Professional  Computer* 
It  makes  you  the  one 
with  the  answers* 


System  Unit 

16-bit.  8088  microprocessor 

64K  byte  RAM,  expandable  to  256K  bytes 

4K  byte  graphics  display  memory 

5-slot  expansion  bus 

Keyboard 

Specially  designed  low  profile 
Popular  typewriter  layout 
97  keys,  including  12  function  keys 
Separate  numeric  keypad  and  cursor  control 
clusters 

Tactile  response,  for  quick  positive  entry 
Upper-  and  lower-case  letters 
Display  Units 

12-inch  monochrome  (green  phosphor)  or 
13-inch  full-color,  25  lines  x  80  columns 
High  resolution,  720  x  300  pixels 
Mass  Storage 

Built-in  320Kbyte  diskette  standard 
Additional  internal  storage  of  320K  byte 

diskette,  or  5  or  10  Mbyte  Winchester  disks 

optional 


Today's  business  executive  is  faced  with 
i  world  of  questions.  Questions  about 
productivity.  Cost  control.  And  the 
X)ttom  line. 

To  help  you  come  up  with  the 
mswers  and  alternatives,  we  introduce 
he  newTexas  Instruments  Professional 
Ibmputer.  The  one  with  the  power, 
he  expandability,  the  easiest-to-use 
keyboard,  extremely  high  resolution 
■  japhics,  and  a  broad  array  of  software. 

 SPECIFICATIONS 


All  the  leading  operating  systems 
and  programming  languages  are  avail- 
able. You  can  use  many  popular  applica- 
tion programs  from  the  best  software 
suppliers  to  help  you  create  spread  - 
sheets,  do  word  processing,  construct 
graphics,  communicate  with  other 
data  bases  or  create  your  own.  All  of 
which  lets  you  control  assets,  manage 
your  time,  and  make  projections  for 
tomonow  s  performance — today. 


Communications  Options 

300  BPS  or  300/1200  BPS  internal  modem 
TTY  3780 

3270  SNA  stand-alone  (Summer  1983) 
3270  BSC  and  SNA  cluster  (Fall  1983) 
Operating  Systems 

MS'" -DOS,  Digital  Research'"  CP/M-86®.  and 
Concurrent  CP/M-86'",  UCSD  p-System'" 
Languages 

BASIC,  COBOL,  FORTRAN,  Pascal 

Applications  Software 

Over  100  programs  available  from  the  most 
popular  software  vendors  such  as  Micro- 
soft, Ashton-Tate,  Micro-Pro,  IUS,  Sorcim, 
Peachtree,  BPI,  Lifeboat  and  others 

Printers  (Available  Spring  1983) 

150-cps  TI  850  Series  for  most  applications 

FOOTNOTES:  MS-DOS  is  a  trademark  of  Microsoft 
Corporation  CP/M-86  and  Concurrent  CP/M-86  are 
trademarks  of  Digital  Research,  Inc.  UCSD  p-System 
is  a  trademark  of  the  Regents  of  the  University  of 
California. 


And  for  a  clear  "hard  copy"  print- 
out of  information,  you  can  rely  on  the 
new  850  Series  printers,  made  by  Texas 
Instruments  especially  for  the  new  TI 
Professional  Computer. 

In  short,  the  TI  Professional  Com- 
puter helps  you  make  better  business 
decisions  based  on  better  information. 
With  the  performance  and  reliability 
you  expect  from  TI. 

If  you're  on  your  way  up,  the  new 
Texas  Instruments  Professional  Com- 
puter can  help.  Because  it  makes  you 
the  one  with  the  answers. 

For  information  and  a  demonstra- 
tion, visit  your  local  computer  dealer, 
or  write:  Texas  Instruments,  Data 
Systems  Group  CA,  Dept.  11AFB, 
P.  O.  Box  402430,  Dallas,  TX  75240. 
Or  call  toll-free:  1-800-527-3500. 

Creating  useful  products 

and  services  for  you.  w« 

Texas 
Instruments 
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A  camel  may  be  a  horse  designed  by  a  committee,  but  it  is  useful, 
nevertheless.  So  is  the  F/A-18,  despite  the  reasoning  behind  it. 


The  flying 
station  wagon 


By  Subrata  N.  Chakravarty 

YP  ou  would  think  McDonnell 
Douglas'  controversial  F/A-18 
airplane  had  run  into  trouble 
enough.  But  then  in  late  January  Dep- 
uty Secretary  of  Defense  Paul  Thayer, 
a  former  test  pilot,  took  an  F/A-18  up 
for  a  spin  at  Patuxent  Naval  Air  Sta- 
tion in  Maryland.  On  landing,  Thayer 
couldn't  get  the  plane's  nose 
gear  to  extend.  He  had  to  em- 
ploy a  backup  hydraulic  sys- 
tem to  give  him  a  landing 
wheel.  Then  the  main  brakes 
failed,  and  Thayer  had  to  pull 
the  emergencies.  Thayer 
laughs  off  the  glitches  now, 
but  his  introduction  to  the 
airplane  destined  to  replace 
the  Navy's  A- 7  light  bomb- 
er— made  by  LTV  when 
Thayer  was  its  chief  execu- 
tive officer — hardly  warrant- 
ed hurrahs. 

The  Navy  and  Marine 
Corps  propose  to  buy  1,377 
F/A-18s  to  replace  all  their 
obsolete  F-4  fighters  and  the 
Navy's  A- 7  bombers.  The  es- 
timated price  tag,  including 
inflation:  $39.8  billion,  one 
of  the  most  expensive  items 
on  the  Defense  Department 
wish  list.  But  the  F/A-18 
has  come  under  a  lot  of  un- 
friendly fire.  Congress  is 
itching  to  cut  defense  costs. 
Critics  complain  most  about 
F/A-18  costs.  But  they  have 
other  gripes.  Last  October, 
stories  had  it,  the  Navy's 
operational  evaluation 
units — two  squadrons  of  offi- 
cers independent  of  the  F/A- 
18  test  group — recommend- 
ed against  certifying  the 
plane  for  carrier-based  at- 


tack, or  bombing,  missions  because  of 
its  failure  to  meet  range  and  other 
specs.  In  February  Thayer  supposedly 
recommended  sharp  cutbacks  in  the 
F/A-18  program,  to  eliminate  the  at- 
tack mission.  If  Thayer  did  indeed 
make  such  a  recommendation,  it  was 
not  intended  to  help  his  former  com- 
pany. The  A- 7  production  line  had 
already  been  shut  down  and  is  being 


McDonnell  Douglas'  F/A-18  strike  fighter 
Yes,  it  will  fly. 


converted  to  building  parts  of  the  B-  IB 
bomber.  Instead  of  the  F/A-18,  the  A- 7 
would  be  replaced  by  Grumman 
Corp.'s  A-6  medium  bomber,  in  ser- 
vice with  the  fleet  for  over  20  years. 

A  skeptic  might  assume  that  the 
Pentagon  is  once  again  blowing  bil- 
lions and  not  getting  value.  But  that  is 
a  simpleminded  view.  As  it  turns  out, 
the  F/A-18  may  indeed  be  the  right 
airplane,  even  though  it  may 
get  built  for  strange  reasons. 

McDonnell  Douglas  and 
the  Navy  designed  the  F/A- 
18  as  a  "strike  fighter"  that 
can  attack  either  ground  tar- 
gets or  other  aircraft.  Critics 
argue  that  it  can  perform  nei- 
ther mission  as  well  as 
planes  built  exclusively  for 
one  purpose  or  the  other.  It 
cannot  intercept  other  air- 
craft at  very  long  range,  as 
the  F-14  can,  nor  can  it  carry 
a  maximum  payload  in  poor 
weather  as  far  as  an  A-6.  The 
F/A-18's  admirers  concede 
that.  But  they  say  the  plane 
can  perform  both  types  of 
missions  adequately,  and  in 
that  dexterity  lies  its  useful- 
ness. The  F-14  is  weak  in 
ground  attack  and  dogfight- 
ing.  The  A-6  is  useless  in  air- 
to-air  combat  and  too  slug- 
gish to  avoid  ground  fire.  If 
the  F/A-18  leaves  anything 
to  be  desired,  it  is  because  it 
is  the  result  of  necessary 
compromises  in  developing  a 
dual-mission  aircraft.  The 
idea  of  a  strike  fighter  makes 
it  necessary  to  marry  two 
contradictory  sets  of  charac- 
teristics: speed  and  maneu- 
verability on  one  hand,  and 
capacity  and  strength  on  the 
other.  Cross  a  sports  car  with 
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LISTENING 
CHANGED  THE  WAY 
WESEE 
OURSELVES. 

Since  April  1st,  three  of  our  divisions 
aren't  divisions  anymore. 

Instead  of  Sperry  Univac,  Sperry 
Flight  Systems  and  Sperry  Division,  now 
there's  just  Sperry. 

For  good  reason. 

Originally  each  division  served  the 
different  needs  of  different  markets  by 
drawing  on  different  technologies. 

But  over  the  years,  that  changed. 
The  needs  of  entirely  different  businesses 
started  overlapping.  And  the  lines  between 
technologies  began  to  blur. 

Today  we've  found  that  our  activities 
in  computers,  avionics,  defense,  and  aero- 
space are  really  based  on  the  same  con- 
vergent technology:  the  electronic 
processing  of  information. 

So  Sperry 's  become,  more  than  ever, 
one  company. 

We  don't  merely  solve  pieces  of  prob- 
lems by  automating  isolated  functions. 

We  use  one  incredibly  fertile  technol- 
ogy to  devise  integrated  systems  that  solve 
every  problem  as  a  whole. 

And  we  rely,  for  focus,  on  one  unique 
approach:  our  ability  to  listen. 

From  now  on,  there's  only  one  name 
to  remember. 

Sperry. 


WE  UNDERSTAND  HOW  IMPORTANT 
IT  IS  TO  LISTEN. 

To  learn  more  about  what  Sperry  can  do  for  you,  write  Sperry,  Dept.  C14,  1290  Avenue  of  the  Americas,  New  York,  N.Y.  10104 


©  Sperry  Corporation,  19S3. 


a  diesel  truck  and  you  get  the  auto- 
motive equivalent  of  an  F/A-18, 
something  like  a  supercharged  station 
wagon.  But  the  idea  is  attractive 
enough  that  Canada,  Australia  and 
Spain  have  decided  to  buy  a  total  of 
300  of  the  planes. 

It's  an  expensive  mating,  and  the 
F/A-18  is  not  remotely  the  inexpen- 
sive alternative  to  the  F-14  that  it  was 
intended  to  be.  When  the  develop- 
ment process  began  in  1975,  the  F/A- 
18  was  to  cost  $8  billion  for  811 
planes.  Now  the  cost  is  up  to  $40 
billion  for  1,377  planes.  Increasing  the 
number  of  planes  and  stretching  out 
its  rate  of  production  helped  increase 
costs,  but  inflation  in  the  late  1970s 
gets  the  biggest  blame.  According  to 
Defense  Department  figures  supplied 
by  McDonnell  Douglas,  the  cost  per 


The  key  issue,  says  Leh- 
man, is  survivability.  "It's 
not  an  A-6,  but  if  they  get 
jumped,  you're  going  to  lose 
the  A-6  and  you  won't  lose 
the  F/A-18.  [The  F/A-18  pi- 
lot] would  pickle  his  bombs 
[drop  them  in  the  sea],  and 
then  go  shoot  down  the  (at- 
tacker]. An  A-7  would  pick- 
le his  bombs  and  then  get 
shot  down." 


F/A-18,  excluding  the  effect  of  infla- 
tion, is  up  only  4%,  vs.  21%  for  the  F- 
15  and  37%  for  the  F-14.  But  as  dollar 
costs  have  risen,  opponents  have  ar- 
gued more  vociferously  to  cut  back  or 
kill  the  program  and  buy  more  F-14s 
and  A-6s.  "If  you're  going  to  buy  at- 
tack planes,  and  the  better  one  is  less 
expensive,  it's  pretty  hard  to  defend 
buying  the  F/A-18,"  says  Grumman 
President  Joseph  Gavin  Jr.,  who  ar- 
gues that  the  Navy  could  save  $5  bil- 
lion by  replacing  the  A- 7s  with  A-6s. 

But  Navy  Secretary  John  Lehman 
says  the  A-6  will  cost  far  more  to 
operate.  That's  because  the  F/A-18 
program  is  one  of  the  few  defense  pro- 
grams to  apply  technology  as  it  is  ap- 
plied in  civilian  industry — to  reduce 
operating  and  maintenance  costs  rath- 
er than  trying  only  to  get  the  maxi- 
mum performance.  As  a  result,  each 
F/A-18  squadron  can  employ  50  fewer 
technicians.  The  plane  requires  only 
one-third  the  maintenance  time  of  an 
A-6.  With  a  projected  buy  of  over  50 
squadrons  and  a  service  life  of  20 
years,  that  adds  up  to  billions  of  dol- 
lars in  savings.  And  Lehman,  himself 
a  former  A-6  navigator,  says  that,  ex- 
cept for  range,  the  A-6  is  not  better 
than  the  F/A-18.  With  a  normal  com- 
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In  Dubai 


The  Dubai  International 


Set  amidst  38  acres  of  landscaped  gardens,  this  modern  hotel  is 
conveniently  located  near  Dubai  International  Airport  and  just  a  few  minutes 
from  the  centre  of  commerce.  Opened  in  1979,  it  has  been  designed 
to  satisfy  the  many  needs  of  business  travellers. 

ATrusthouse  Forte  Hotel 

For  reservations  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada:  416-363-6033  in  Toronto. 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
Write  for  free  information  kit  on  Clayton's  advantages  for  your 
Mid-America  office  to:  )ames  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105. 

CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Group,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 
Graybar  Electric,  ITT  Diversified  Credit  and  7-UP. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  .  March  7' 1983 


5,000,000  Shares 

FORTUNE  SYSTEMS 

Common  Stock 

($.01  par  value) 


Price  $22  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Alex.  Brown  &  Sons 


Montgomery  Securities 


Bear,  Stearns  &  Co. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hambrecht  &  Quist 

Incorporated 

Lazard  Freres  &  Co. 
Salomon  Brothers  Inc 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Warburg  Paribas  Becker 

A.  G.  Becker 


Prudential-Bache 

Securities 

Shearson/American  Express  Inc. 

Wertheim  &  Co.,  Inc. 


Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


bat  radius  of  450  miles,  the  F/A-18 
falls  considerably  short  of  the  striking 
distance  of  an  A-6  or  A-7,  but  exceeds 
the  270-mile  range  of  combat  mis- 
sions during  the  Vietnam  war. 

The  key  issue,  says  Lehman,  is  sur- 
vivability. "It's  not  an  A-6,"  he  told  a 
congressional  subcommittee  recent- 
ly. "But  if  they  get  jumped,  you're 
going  to  lose  the  A-6  and  you  won't 
lose  the  F/A-18.  [The  F/A-18  pilot] 
would  pickle  his  bombs  [drop  them  in 
the  sea],  and  then  go  shoot  down  the 
[attacker].  An  A-7  would  pickle  his 
bombs  and  then  get  shot  down."  As 
would  an  A-6. 


"The  attack  aircraft  was 
the  product  of  a  cultural  ex- 
pectation of  air  superiority, 
as  if  it  were  the  birthright 
of  any  American  military 
force.  They  saw  it  as  a 
(bomb-carrying)  truck.  The 
A-6  and  the  A-7  are  not  ob- 
solete as  aircraft — they  are 
obsolete  as  concepts." 


Edward  Luttwak,  of  Georgetown's 
Center  for  Strategic  &  International 
Studies,  goes  further.  He  calls  the  idea 
of  a  pure  attack  aircraft  a  romantic 
American  military  delusion  about 
war.  "The  attack  aircraft  was  the 
product  of  a  kind  of  cultural  expecta- 
tion of  air  superiority,  as  if  having  air 
supremacy  over  the  battlefield  was 
the  birthright  of  any  American  mili- 
tary force,"  Luttwak  says  scornfully. 
"So  they  developed  the  notion  that  the 
proper  business  of  an  attack  aircraft  is 
to  carry  the  maximum  amount  of 
bombs  and  have  the  most  range.  They 
saw  it  as  a  truck.  But  if  you  go  against  a 
real  air  defense,  the  A-6  and  the  A-7 
just  don't  survive.  They  don't  come 
home.  They  are  not  obsolete  as  air- 
craft— they  are  obsolete  as  concepts." 

As  it  stands  now,  the  F/A-18  may 
get  cut  back.  But  any  cut  will  be  cos- 
metic and  be  far  in  the  future.  In  any 
case,  Thayer  recently  said,  no  big  de- 
cision seems  likely  for  a  year  or  so. 

The  reason  the  F/A-18  will  go  for- 
ward has  little  to  do  witb  merit  alone. 
Simply  put,  now  that  LTV  is  out  of 
the  business  of  building  naval  aircraft, 
the  Navy  needs  McDonnell  Douglas 
as  a  counterweight  to  Grumman.  "If 
we  dropped  either  of  [the  planes]  then 
the  other  guys  would  have  a  monopo- 
ly," says  Lehman.  "The  only  thing 
surer  than  death  and  taxes  is  that 
prices  rise  in  sole-source  situations." 

What  he's  almost  saying  is  this:  bil- 
lions for  defense,  but  not  one  cent 
more  than  necessary  for  Grumman.  ■ 
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In  Arkansas 


Boasting  462  spacious  guest  rooms,  the  magnificent  new 
Little  Rock  Excelsior  becomes  Arkansas  most  exciting  hotel. 
Situated  atop  the  multi-million  dollar  Convention  Center  the  Excelsior 
is  excellently  placed  for  business  as  it's  only  minutes  away 
from  the  State  Capital  and  the  Central  Business  area. 


A  Trusthouse  Forte  Hotel  ffi 

For  reservations  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada:  416-363-6033  in  Toronto. 


_  _  —    How  can  you  earn  a  good  return  and  a  stable 
MCl^r      monthly  income  from  your  investment? 


That's  the  problem  our  new  fund  seeks  to 
solve.  U.S.  Governments 
is  a  no-load  mutual  fund 
that  is  an  alternative  to 
money-market  funds.  Unlike  those  funds — 
which  are  limited  to  short-term  securities — 
our  fund  can  invest  in  longer-term  securities 
of  the  federal  government  and  its  agencies. 

The  idea  is  to  provide  both  good 
rates  of  return  and  more  stable 
monthly  income. 

Want  to  know  more?  For  more  complete  information  about  Twentieth 
Century's  funds  (Growth  Investors,  Select  Investors,  Ultra  Investors,  and 
U.S.  Governments)  tncluding  charges  and  expenses,  send  for  a  free  pro- 
spectus. Please  read  the  prospectus  carefully  before  investing. 

U.S.  GOVERNMENTS— A  No-Load  Mutual  Fund 


solution  for 
an  old 

-        —  Ul    II1C  1CV. 

problem: 


Please  send  a  free  prospectus  to: 
Name  


Address  . 


City 


State  .   Zip  . 


P.O.  Box  200,  Kansas  City,  Missouri  64141 -(816)  531-5575 
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Taxing  Matters 


The  IRS  wants  companies  to  capitalize 
computer  programming  expenses.  Will 
that  discourage  innovation? 


Hard  questions 
about  software 


By  Jill  Bettner 


WITH  HEAVY  INDUSTRY  Up  tO 
its  smokestacks  in  problems, 
you  would  hardly  expect  the 
government  to  attack  one  of  the  few 
bright  spots  around.  Yet  that's  what 
the  Internal  Revenue  Service  is 
threatening  to  do.  It  is  proposing  con- 
troversial new  regulations  that  re- 
strict two  powerful  tax  incentives  to 
develop  computer  software. 

The  areas  under  attack  are  the  25% 
research  and  development  tax  credit 
enacted  by  Congress  just  two  years 
ago  and  the  ability  to  write  off  soft- 
ware development  expenses  in  one 
year.  Under  present  tax  rules,  compa- 
nies have  the  choice  of  expensing  soft- 
ware R&D  right  away  or  of  capitaliz- 
ing these  costs  and  writing  them  off 
over  the  useful  life  of  a  new  system, 
typically  five  years.  As  you  would  ex- 
pect, most  companies  take  the  cur- 
rent-year deduction  on  their  tax 
books,  even  though  they  frequently 
capitalize  these  same  expenses  on 
their  public  financial  statements. 
That  way,  taxes  are  lower  and  earn- 
ings are  higher. 

The  proposed  rules  would  severely 
limit  the  kinds  of  R&D  costs  on 
which  companies  can  take  both  the 
immediate  deduction  and  the  25% 
credit.  If  these  rules  are  implemented, 
only  "new  or  significantly  improved 
systems"  will  be  eligible  for  the  tax 
breaks.  That  frightens  software  sup- 
pliers who  worry  that  it  may  exclude 
all  but  the  most  risky  projects. 

Another  aspect  of  the  proposal 
raises  hackles,  too.  The  decision  as  to 
whether  certain  R&D  expenses  are 
eligible  to  be  charged  off  will  be  made 
after  the  fact  by  the  IRS.  Critics  argue 


that  corporations  need  more  security 
than  this,  especially  when  the  expen- 
ditures involved  can  sometimes 
amount  to  1%  of  total  sales. 

If  they  go  into  effect,  the  new  rules 
will  hit  the  software  development  in- 
dustry hardest.  But  Charles  Medallis, 
R&D  tax  specialist  with  Arthur  An- 
dersen &  Co.,  says  he  expects  the 
rules  will  have  a  "ripple  effect"  on 
computer  manufacturers  as  well  as 
makers  of  modems,  disks  and  other 
components.  Any  company  that  de- 
velops its  own  software,  inside  or  out- 
side the  computer  industry,  will  also 
be  affected.  Why?  Software  is  typical- 
ly the  biggest  expense  in  upgrading 
existing  computer  systems.  Without 
the  current  deduction  for  develop- 
ment costs,  companies  will  be  less 
likely  to  spend  money  on  data  pro- 
cessing hardware  as  well. 

The  IRS,  on  the  other  hand,  argues 
that  its  software  proposals  are  in  line 
with  the  existing  tax  treatment  of 
both  tangible  and  intangible  expenses 
for  other  kinds  of  research.  But  soft- 
ware companies  disagree  with  that 
contention.  They  say  they  are  being 
forced  to  meet  a  much  stricter  stan- 
dard than  is  applied,  for  example,  to 
the  development  of  new  drugs.  "We'll 
have  to  attempt  to  reinvent  the  wheel 
to  get  the  same  tax  breaks  for  software 
as  other  industries,"  says  Larry  Good- 
man, director  of  taxes  for  Computer 
Sciences  Corp.  "And  we'll  have  to 
know  going  in  that  there's  a  high  risk 
we'll  fail." 

There  may  be  a  subtler  competitive 
issue  involved  here,  too.  "It's  ludi- 
crous," says  Arthur  Carr,  vice  presi- 
dent and  general  manager  of  Motoro- 
la's information  systems  group.  "The 
U.S.  is  clearly  ahead  of  the  rest  of  the 


world  in  software  development.  But  if 
we  do  something  like  this  to  impede 
that  progress,  we  could  lose  our  lead 
to  the  Japanese." 

The  IRS  plans  to  hold  hearings  on 
its  proposals  Apr.  19,  and  the  meeting 
will  doubtless  be  swamped  with  soft- 
ware manufacturers.  The  least  they 
hope  for  is  a  clearer  definition  of  the 
kinds  of  R&D  expenses  that  would 
fall  under  the  rules.  As  the  language 
now  stands,  they  say,  the  IRS  has  too 
much  freedom  to  decide  arbitrarily 
what  is  and  what  is  not  deductible. 

The  politicians  who  worked  to  en- 
act the  tax  credit  for  research  and  de- 
velopment expenditures  back  in  1981 
are  among  those  who  are  particularly 
outraged  at  the  possible  problems 
stemming  from  the  new  IRS  proposals.  I 
"It  was  our  intention  that  the  develop- 1 
ment  of  new  or  innovative  softwarel 
was  to  qualify  for  the  credit,"  says 
Senator  John  Danforth  (R-Mo.),  who 
was  one  of  the  principal  sponsors  of 
the  two-year-old  measure.  "The  pur 
pose  of  the  credit  is  to  encourage  in 
creased  productivity  through  the  de- 
velopment of  new  technology.  Wheth- 
er productivity  increases  are  achieved 
through  the  development  of  a  better 
industrial  robot  or  better  computer 
software  is  irrelevant." 

Final  rules  on  the  credit  for  soft- 
ware R&D  would  be  retroactive  tc 
June  30,  1981,  when  the  credit  was 
adopted.  The  changes  in  the  deduct 
ibility  of  those  costs  would  be  effec 
tive  when  they  are  issued. 

Danforth  also  says  he  is  hopeful 
that  the  IRS  will  amend  its  proposec 
rules  to  make  them  more  liberal.  If  ii 
doesn't,  however,  he  will  consider  in- 
troducing more  legislation  to  correct 
the  problem.  Danforth  is  one  of  sever 
al  co-sponsors  of  a  bill  that  was  intro 
duced  in  early  March  to  make  the 
R&D  credit  permanent.  It  is  novi 
scheduled  to  expire  at  the  end  of  1985 

As  one  final  element  of  controver 
sy,  tax  experts  say  the  proposed  regu 
lations  could  affect  software  R&E 
limited  partnerships  formed  by  indi 
vidual  investors  (Forbes,  Dec.  6 
1982).  These  programs,  now  amonj 
the  hottest  shelters  around,  also  de 
pend  on  the  current  deductibility  o 
research  costs.  As  a  result  of  the  IRJ 
proposals,  Arthur  Andersen  plans  tc 
include  warnings  in  some  prospec 
tuses  it  is  writing  for  partnership: 
that  are  coming  to  market  in  the  nex 
few  weeks.  If  the  taxmen  get  thei 
way,  the  deductions  that  allow  thes« 
shelters,  as  well  as  the  R&D  credit 
may  disappear  soon.  ■ 
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First  Class 

First  Class* 

INTRODUCING  UNIQUELY  UNITED  SERVICE  TO  TOKYO  AND  HONG  KONG. 


•  Royal  Pacific  VIP 
Lounge  privileges  at 
Seattle,  Tokyo,  and  Hong 
Kong  •  Gourmet  hors 
d'oeuvres  •  Choice  of 
entree  including  Chateau- 
briand •  Complimentary 
cocktails  •  Premium 
domestic  wines 


•  Custom-designed  Royal 
Pacific  sleeper  seat 

•  Infinitely  adjustable  foot- 
rest  •  Ample  under-seat 
storage  •  Complimentary 
electronic  headphones 

•  Free  amenity  kit 

•  Preferential 
baggage  handling 


United's  international  First  Class. 
Brand  new  and  uniquely  United  from  the  ground  up. 


ROYAL  PACIFIC  SERVICE 


UJJ  UniTGD  AIRLin 


t;i  til  i,j  i'  .H'ljgiqCWiiBlijl^ 


Bell  System  people  are  ready  fornew  directions. 

f 'YES,  OUR  BUSINESS  IS  RISK! 


BUT  WE  HAVE  SOI 


u 


Last  year,  AT&T  signed  a  Consent  Decree  with  the  Justice  Department, 
ending  a  seven-year-old  antitrust  suit  and  replacing  an  outdated,  overly  restrict! 
1956  decree.  As  a  result,  AT&T  will  divest  the  22  Bell  telephone  companies  in 
early  1984— and  with  them,  about  $100  billion  or  approximately  three -fourths 
of  our  total  assets. 

AT&T  has  always  conducted  its  financial  affairs  with  a  view  to  long-tern 
requirements.  We  have  never  sacrificed  long-term  stability  for  short-term  gain. 

The  breakup  is  complicated,  but  we're  very  good  at  managing  complexit 
After  all,  the  nationwide  telecommunications  system  is  incredibly  complex, 
and  we  manage  it  so  well  the  American  public  takes  the  world's  best  phone  servi 
for  granted. 

Even  so,  many  investors  are  unclear  about  what  all  this  change  in  our 

company  will  mean.  And  we're 


especially  sensitive  to  the  need 
be  responsive  to  our  share  ownei 
large  and  small.  Of  our  record 
3.1  million  share  owners,  one 
million  own  fewer  than  20  share 
another  million  own  between 
20  and  99.  Our  share  owners  ai 
a  very  loyal  body.  Many  familie 
have  held  AT&T  stock  for  decad 
and  passed  it  on  from  one  gener 
ation  to  another.  We  feel  a  sped; 
obligation  to  them. 

Understandably,  when  it 
was  first  announced  that  we  wou|k 
divest  the  22  Bell  telephone 
companies,  we  received  a  great 
many  letters  from  our  share 
owners.  Many  of  them  said:  "When  you  divide  my  stock,  don't  send  me  22  pieo 
of  paper."  To  respond  to  that  concern— and  also  to  enhance  the  financial  and 
operational  viability  of  the  local  telephone  companies— we  later  announced  plan 
to  group  them  into  seven  regional  holding  companies  of  about  the  same  size  in  tem|iff 
of  assets,  number  of  customers,  etc. 

Still,  a  lot  of  share  owners  said:  "I'm  not  sure  I  want  seven  pieces  of  pape: 
And  so,  in  our  plai  for  reorganization,  we  developed  arrangements  which  will 


ist 
i 


MAN 


CITING  NEW  OPPORTUNITIES." 

—  Virginia  Dwyer,  Vice  President  and  Treasurer,  AT&T. 

elp  those  share  owners  with  small  accounts  to  consolidate  their  regional  company 
hidings  if  they  so  choose. 

One  of  the  most  frequently  asked  questions  is  whether  1984  dividends 
f  AT&T  and  the  seven  regional  companies  will  add  up  to  the  same  amount 
5  the  present  AT&T  dividend.  What  is  voted  by  the  boards  of  directors  of  the 
Dlding  companies  will  be  up  to  those  companies;  we  can't  speak  for  them. 
Ibwever,  it  is  our  intent  to  divest  the  operating  companies  in  a  financial  condition 
liat,  with  reasonable  regulatory  treatment,  should  permit  them  to  pay  divi- 
)  ends  adding  up  to  the  same  total  dividend. 

Each  of  the  regional  companies  is  a  strong  organization,  with  experienced 
managements  and  skilled  work  forces.  They  have  lines  into  virtually  every 
i  3me  and  business  in  their  territories.  They  will  be  offering  exciting  new  services, 
r  ich  as  advanced  mobile  telephone  service,  which  promises  to  be  one  of  the 
listest-growing  offerings  of  the  1980s.  In  short,  they're  well  established  in  the 
World's  fastest-growing  industry. 

As  we  see  it,  the  evidence  points  to  bright  prospects  for  both  the  regional 
ompanies  and  AT&T. 

The  agreement  with  the  Department  of  Justice  frees  AT&T  from 
i  itmoded  restraints,  allows  us  to  make  the  fullest  use  of  our  own  technological 
]  ivances,  and  enables  us  to  compete  more  fully  and  fairly  in  the  marketplace. 

The  decree  also  retains  unified  management  of  the  nationwide  long 
|  istance  network.  And  it  preserves  the  close  relationship  between  Bell  Laboratories 
]  id  Western  Electric.  These  organizations  will  continue  to  bear  a  significant 
responsibility  for  maintaining  America's  leadership  in  the  world's  telecom- 
munications market. 

AT&T  will  be  a  hybrid  of  a  regulated  telecommunications  company  and 
11  emerging  growth  company.  That  raises  an  interesting  question:  can  people 
!  sed  to  managing  a  business  exceptionally  well  in  a  regulatory  environment 
i  love  into  a  fast-moving  marketing  environment  and  succeed?  In  a  word,  yes. 
nd  we're  going  to  demonstrate  very  clearly  that  we  can. 

Our  business  is  riskier  than  before,  but  we  have  some  exciting  new 
Dportunitdes.  Both  AT&T  and  the  regional  companies  plan  to  take  full  advantage 
:  those  opportunities  as  we  move  into  the  Information  Age.  I'm  confident  that 
ir  share  owners  are  going  to  be  pleased  and 
roud  of  our  future  performance. 

(g)  Bell  System 


Tracorgets  its  glitter  from  high-tech  defense 
products.  It  gets  its  substance  from  simple 
things  like  auto  fuses  and  seat-belt  buzzers. 


Cost-minus 
versus  cost-plus 


By  Anne  Bagamery 


When  Tracor  Chairman 
Frank  McBee,  63,  gave  a  pre- 
sentation on  Wall  Street  last 
month,  defense-stock  followers 
turned  out  in  force  to  hear  the  one- 
time University  of  Texas  mechanical 
engineering  professor.  That's  because 
Austin,  Tex. -based  Tracor  is  the 
world's  leading  supplier  of  radar-fool- 
ing devices  for  aircraft — equipment 
likely  to  survive  congressional  cut- 
backs in  military  spending. 

Not  surprisingly,  then,  Tracor  is  on 
everybody's  buy-list,  even  at  its 
recent  price/earnings  multiple  of  19. 
Earnings  per  share  has  grown  at  a 
compound  annual  rate  of  24%  for  a 
decade,  while  sales  growth  averages 
18%  for  the  same  period.  The  com- 


pany's five-year  return  on  equity  has 
averaged  20%  a  year. 

But  McBee  knows,  even  if  much  of 
Wall  Street  doesn't,  that  Tracor's  real 
strength  probably  lies  far  down  the 
technology  curve  from  electronic 
warfare.  The  company  also  makes 
laboratory  instruments  and  aerospace 
guidance  systems,  but  its  major  prof- 
itmaker  is  Littelfuse,  a  56-year-old 
Des  Plaines,  111. -based  company  that 
McBee  bought  in  1968  for  $10  mil- 
lion. Wisely,  Tracor  leaves  Littelfuse 
pretty  much  to  its  own  devices — 
which  are  little  fuses,  cheap  pieces  of 
glass-  or  plastic-housed  metal  that 
melt,  or  fuse,  if  too  much  current 
passes  through  them.  Littelfuse 
makes  fuses  for  autos,  home  appli- 
ances and  small  computers.  It  sells 
directly  to  the  Big  Four  automakers 


and  to  companies  like  Texas  Instru- 
ments, Westinghouse  and  General 
Electric,  as  well  as  to  the  replacement 
market. 

Walter  Clements,  Littelfuse's 
courtly,  Russian-born  president,  ticks 
off  some  of  his  16,000-odd  unglamor- 
ous  products.  "You  wake  up  in  the 
morning.  Turn  on  the  coffcemaker,  it 
has  one  of  our  fuses.  Switch  on  the 
Today  show  on  TV,  another  fuse.  Get 
in  your  car  to  go  to  work,  and  my  God, 
we've  got  you  surrounded.  Seat-belt 
buzzers,  brake  lights,  turn  signal 
flashers,  half  a  dozen  fuses — all  ours." 

Last  year,  despite  competition  with 
captive  suppliers  and  McGraw-Edi- 
son's  Bussmann  division,  Littelfuse 
turned  in  33%  of  Tracor's  operating 
profit — $14.7  million  on  revenues  of 
$74  million.  In  the  past  four  years,  a 
rotten  period  for  cars  and  appliances, 
Littelfuse's  operating  margin  after  de- 
preciation has  nearly  doubled;  it  now 
stands  at  just  short  of  20%,  almost 
twice  as  fat  as  the  1 1  %  margin  earned 
in  Tracor's  more  glamorous  aerospace 
business. 

How  can  making  gewgaws  be  so 
profitable?  A  tour  through  a  Littelfuse 
manufacturing  facility  is  instructive. 
Machines  do  everything  from  twist- 
ing springs  to  extruding  plastic  pre- 
sentation boxes,  the  result  of  $15  mil- 
lion in  capital  spending  over  the  past 
five  years. 

This  automation  works  because 
Littelfuse  products  are  mostly  vari- 
ations of  basic  designs  and  are  all 
made  with  the  same  raw  materials.  By 
'simply  adjusting  some  knobs,  for  ex- 
ample, Littelfuse  can  change  from 


Littelfuse  President  Walter  Clements  at  the  drawing  board 
The  real  money  is  in  the  doohickeys. 


Tracor  Chairman  /  'rank  McBee 
The  professor  knew  what  to  buy. 
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The  Most  ImpoftantThing  Our  Real  Estate  Earns 

IsYourTfust 


As  one  of  the  country's  most  prominent  real  estate  companies,  National  Property  Analysts  is  able 
to  offer  you  a  high  degree  of  security  in  your  investments. 
For  more  information, please  send  your  inquiry  to:  WilliamT.Struckell, Esq. .National  Property  Analysts, Inc., 
Marketing  Dept.,  1804  Rittenhouse  Square, Philadelphia,  PA  19103. Or  call  1-800-223-3821. 

National  Property  Analysts,  Inc. 

PHILADELPHIA,  NEW  YORK.  LOS  ANGELES,  SAN  FRANCISCO,  ST.  LOUIS,  OKLAHOMA  CITY 


THE  LIMP  PAD  VS.THE  AMPAD 

Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 

ampao  American  Pad  &  Paper  Company,  Holyoke,  Massachusetts. 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

AIVIPAD 


Your  legacy:  A  40-acre 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent 
Old  West. 

For  the  pleasure  of  you  and  your 
family  today,  these     •  mum  40- 
acre  ranch  estates,  adjacent  to  the 


ranch  and  a  way  of  life 

Forbes  Trinchera  Ranch  in  southern 
Colorado,  will  be  an  important  leg- 
acy in  the  future  of  your  loved  ones. 

Prices  start  at  $25,000  with  down 
payment  as  low  as  1%  and  monthly 
payments  of  $250,  including  inter- 
est at  9%.  For  details  and  color 
brochure  write  or  phone: 


Mr.  Errol  Ryland,  Manager 

FORBr       \QON  CREEK  RANCH 

Box  303  K  K.  Fori        ind,  Colorado  81133  •  (303)  379-3263 

This  is  no;  ai  offer  to  sell  In  states  where  not  registered 


producing  buzzers  to  switches.  Clem- 
ents has  compounded  his  advantage 
by  scrapping  products,  such  as  door 
chimes,  that  deviated  too  much  from 
standard  and  carried  lower  margins. 
And  he  has  protected  himself  from 
potential  foreign  competition  by  li- 
censing a  Japanese  firm  to  provide  the 
patented  auto  fuse  for  made-in-Japan 
vehicles. 

Littelfuse  is  also  long  on  ingenuity. 
Years  ago  a  salesman  heard  that  a 
woman  had  electrocuted  herself 
while  washing  down  the  outside  of 
her  refrigerator.  He  returned  to  head- 
quarters with  an  idea  for  a  shockproof 
refrigerator  light  switch,  which  is 
now  used  on  90%  of  domestic  models. 
When  Texas  Instruments  discovered 
in  March  that  users  of  its  99/4A  home 
computer  could  receive  an  electric 
shock,  Clements  stopped  the  lines 
and  cranked  out  500,000  specially  de- 
signed microfuses  in  ten  days  to  save 
TI's  bestselling  product. 

Littelfuse's  success  with  micro- 


How  can  Littelfuse  make  big 
money  on  little  bits  of  metal 
and  plastic?  Spending  $15 
million  on  machines  helps. 
So  does  scrapping  products 
that  deviate  too  much  from 
the  basic  designs. 

fuses  for  computers  illustrates  the 
wisdom  of  understanding  what  you 
are  really  good  at  and  sticking  with  it. 
In  its  early  days  (the  company  was 
founded  in  1955)  Tracor  launched  an 
ill-fated  foray  into  computer  peripher- 
als. "In  theory,  we  were  going  to  get 
the  jump  on  everybody  and  become 
the  best  supplier  of  disk  drives  and 
bar-line  printers  in  the  world,"  recalls 
McBee.  In  practice,  however,  Tracor's 
products  were  full  of  bugs  and  had  to 
be  yanked  off  the  market.  The  result- 
ing $28  million  writeoff  sent  the  com- 
pany into  the  red  in  1970.  Today  Tra- 
cor does  nicely,  not  by  taking  on  the 
whole  home-computer  market,  but  by 
providing  just  the  fuses. 

Tracor's  defense  business  is  another 
matter  from  its  disastrous  foray  into 
computer  equipment.  Its  defense 
backlogs  recently  were  at  an  alltime 
high  of  $180  million:  "It's  cost-plus 
work.  The  government  picks  up 
R&D,  and  bills  get  paid  on  time," 
McBee  explains.  Nice,  of  course.  But 
McBee  also  appreciates  the  fact  that 
the  biggest  rewards  in  business  go  to 
those  who  also  think  in  terms  of  cost- 
minus,  how  to  make  things  a  few 
cents  cheaper  or  a  few  days  faster  than 
the  competition.  ■ 
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Why  Accountetnps 
specialized  personnel 
outperform 
other  temporaries. 


A 

-ZTlLccountemps  temporary  employees  go  right 
| to  work  on  your  assignment  because  they  are  experienced 
Drofessionals.  In  fact,  you'll  find  them  slightly  over-qualified  to 
do  the  job  better  and  faster  So  there's  no  time-consuming 
3rientation.  No  teaching.  No  excuses.  Just  the  most  efficient 
solution  to  your  temporary  accounting,  bookkeeping  and  data 
Drocessing  problems.  For  a  day,  a  week,  a  month  or  longer.  No 
natter  how  many  pros  you  need — whenever  you  need  them — 
wherever  you  need  them — in  the  United  States,  Canada  and 
3reat  Britain — they'll  work  right  in. 

accountemps 

Rent  an  Experts. 

c  IS>H-(  Robert  Half  Internationa).  Inc  All  offices  independently  owned  and  operated 


1983  ANNUAL  BANKING  SURVEY 


While  the  Cassandras  wail  of  defaults  and  bankruptcies,  bank 
stocks  dance  to  a  merry)  tune.  What's  going  on  here? 


Nearer,  my  God,  to  Thee? 


By  Ben  Weberman 
and  Robert  McGough 

It  reminds  us  of  those  grim  jokes 
about  rearranging  the  deek  chairs 
on  the  Titanic.  At  a  time  when  a 
good  many  people  think  the  banks 
will  never  again  see  billions  of  dollars 
that  they  so  airily  lent  to  foreign 
countries,  the  bankers,  nothing  if  not 
resourceful,  have  figured  a  way  to  re- 
shuffle the  doubtful  loans  in  such  a 
manner  as  to  help  ensure  the  banks  a 
banner  year  for  1983. 

How  can  that  be?  It's  really  very 
simple.  Manufacturers  Hanover  (as- 
sets: $64  billion)  shows  how  this 
works.  Manny  Hanny  had  about  $1.7 
billion  at  risk  in  Mexico,  but  since  the 
Mexicans  couldn't  pay  the  short-term 
loans,  the  bank,  like  its  colleague 
banks,  agreed  to  "convert"  about  half 


Biggest-fastest 

Citicorp  (NY) 


Republic  New  York  (NY)  35.4% 


the  Mexican  paper  into  much  longer 
paper  (eight  years).  In  return,  the  Mexi- 
cans agreed  to  increase  the  interest 
rate  from  0.6%  above  the  London  in- 
terbank rate  to  2.25%  over.  Of  course, 
Manny  Hanny  isn't  getting  cash;  it 
simply  tacks  the  interest  on  to  the 
existing  debt.  Never  mind:  Whether 
cash  or  not,  the  higher  interest  can  be 
carried  right  to  the  bottom  line.  From 
Mexico  alone  Manny  Hanny  stands  to 
benefit  to  the  tune  of  $  1 5  million  or  so 
this  year.  Meanwhile,  all  the  banks  are 
benefiting  from  the  well-known 
stickiness  of  interest  rates  on  the 
downside.  Almost  across  the  board — 
in  loans  to  corporate  customers  and 
individuals  as  well — the  banks  are  see- 
ing to  it  that  the  interest  rates  they 
charge  are  dropping  more  slowly  than 
the  interest  rates  they  pay  for  money. 
Are  the  stockholders  getting  an  hon- 


A  few  superlatives 


est  count  in  all  this?  It  depends  on 
what  happens  to  the  world  economy 
and  in  world  politics.  Since  no  one  can 
predict  the  future,  the  banks  are  justi- 
fied in  assuming  things  will  come  out 
right  in  the  end.  They  usually  do. 

But  what  about  writeoffs  on  loans 
that  have  clearly  gone  bad?  Oh,  there 
will  be  plenty  of  them,  but  so  far,  at 
least,  the  banks  have  easily  handled 
them  out  of  accumulated  loan-loss  re- 
serves. The  reserves  are  established  in 
good  earnings  years  when  a  few  mil- 
lion dollars  taken  out  of  profit  don't 
mean  much.  Fortunately  for  the 
banks,  they  don't  have  to  mark  their 
foreign  loans  down  to  anything  like 
true  market  value.  See  what  we  mean 
about  rearranging  the  deck  chairs  to 
divert  the  passengers  from  that  gaping 
hole  in  the  hull? 

So,  now  you  know  why  the  stocks 


Performance  highlights  drawn  from  the  tables  on  the  following  pages 

Smallest-slowest 

$129,997       Total  bank  assets1— 1982        Equimark  (Pa)  $3,215 


Growth  of  assets2 

Industry  median:  1 1.7%       First  Pennsylvania  (Pa)  -8.5% 


Growth  of  earnings  per  share2 

State  Street  Boston  (Mass)      59.9%  Industry  median:  10.3%       Seafirst  (Wash)  P-D 


Allied  Bancshares  (Tex) 

25.3% 

Four-year  return  on  equity 

Industry  median:  14.5% 

First  Pennsylvania  (Pa) 

-12.4% 

Trust  Co  of  Georgia  (Ga) 

7.20% 

Net  interest  margin — 1982 

Industry  median:  4.57% 

First  Chicago  (111) 

2.23% 

IP  Morgan  (NY) 

$39,118 

Value  of  managed  trust  assets1 

Marine  Midland  (NY) 

$3,371 

California  Federal  S&L  (Cal) 

1.85% 

S&Ls'  spread  between  earnings 
assets  and  cost  of  funds 

Gibraltar  Savings  (Tex) 

-0.85% 

'Dollar  value  in  million:     "Compounded  annual  rate  1978'82.    P-D:  Profit  to  deficit 
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Branch  banking 
around 
the  world... 


Major  corporations  around  the  world 
expect  a  superior  quality  of  banking  service 
wherever  they  operate. 

At  Lloyds  Bank  we  provide  that  service, 
integrated  to  the  same  high  standards  through- 
out our  network  of  branches  worldwide. 

Responsibility  rests  with  our  managers  on 
the  spot,  an  international  team  of  professionals. 
Inheritors  of  an  overseas  banking  tradition  going 
back  over  a  hundred  years,  they  draw  on  a 
fund  of  knowledge  when  delivering  that  service 
to  you. 

Current  and  deposit  accounts,  payments 
and  collections,  letters  of  credit,  guarantees  and 
loans  in  domestic  and  international  currencies  - 
supported  by  our  expertise  in  the  foreign 
exchange  markets  -  are  handled  with  that 


our  integration 
ensures  the  same 
high  standards 
of  service 

consistent  efficiency  which  comes  with  experience. 

When  you  bank  with  us  locally  you  tap  our 
understanding  of  business  conditions  and  enjoy 
sound  advice  on  financial  practice  from  our 
people  there. 

And  since  our  commercial  and  merchant 
banking  is  integrated,  you  also  gain  access  to  our 
proven  competence  in  the  international  capital 
markets. 

Wherever  you  deal  with  us,  you  secure  the 
fast  and  sure  response  that  gives  you 
the  edge. 


Lloyds  Bank 
International 
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100  largest  bank  holding  companies:  a  statistical  profile 


Rank 


Total 

assets 


Total 
deposits 


Nonperform 
assets  % 
total 
assets 


Total 
loans 


-1982  size  measures  (SmillionsV- 
Loan  Standby- 
loss         Total  letters 
res  as  %     invest-  of 
of  loans      ments  credit 


Total 
capital 


Long- 
term 
debt  % 
capital 


Total 
operating 


Net 
income4 


Company  and  headi 


$129,997 
122,221 
80,863 
64,041 
58,597 


$76,538 
94,342 
56,858 
43,825 
37,910 


1.4% 

2.1 

1.9 

1.5 

0.9 


$86,524 
74,591 
55,156 
42,514 
31,495 


0.9% 

0.9 

1.1 

0.95 
1.1s 


$4,771 
7,149 
4,130 
2,527 
6,112 


$15,313 
6,795 
5,300 
7,700 
5,600 


$15,381 
6,761 
4,611 
4,278 
3,419 


68.4%  $17,814 

32.3  14,955 

28.7  10,171 

41.8  7,640 
20.7  6,885 


$747.0  Citicorp  (NY) 

388.8  BankAmerica  (Cal) 

332.5  Chase  Manhattan  (N 

296.3  Mfrs  Hanover  (NY) 

441.7  IP  Morgan  (NY) 


6 
7 
8 
9 
10 


48,275 
42,899 
40,884 
40,427 
36,991 


27,998  1.7  29,768  1.1  3,802  6,140  2,546  23.6  5,515  269.1  Chemical  New  York 

28J75  4.5  32,820  1.1  2,065  4,340  2,982  42.7  5,900  84.4  Continental  Illinois  (j 

30^542  2.8  22,893  1.2  4,164  1,600  2,792  35.9  4,608  228.4  First  Interstate  Bncp 

24^493  1.4  21,034  1.2s  1,755  5,638  1,996  22.1  4,639  228.5  Bankers  Trust  NY  (N 

25^848  2.2  24,927  1.3'  1,920  2,253  2,806  46.9  4,491  234.1  Security  Pacific  (Cal)! 


11  35,876  27,419  2.4  21,830  1.0'  1,315  3,233  2,178  31.5  4,402  144.0  First  Chicago  (111) 

12  24,939  18,195  3.1  16,131  1.0  703  1,909  1,393  15.3  2,894  71.1  Crocker  National  (Ca 

13  24,814  18,180  2.3  18,838  1.0  604  824  2,482  55.7  3,290  141.8  Wells  Fargo  (Cal) 

14  21,030  14,405  2.1  12,654  1.3  3,230  1,024  1,627  31.5  2,416  222.9  InterFirst  (Tex) 

15  20,294  12,328  1.7  11,365  1.6s  1,407  929  1,561  31.6  2,355  142.7  Mellon  National  (Pa 


16  20,239  15,057  2.1  12,182  1.2  1,379  1,055  1,489  40.7  2,412  88.4  Marine  Midland  Ban) 

17  19,514  14,153  1.1  9,975  1.4s  1,025  1,109  1,127  30.6  2,277  82.6  Irving  Bank  (NY) 

18  18,267  11,674  1.7  10,335  1.2  1,390  1,013  1,295  31.7  2,745  129.1  First  Natl  Boston  (Mj 

19  18,217  13,212  1.0  9,760  1.3  2,350  490  974  10.5  1,798  170.0  Texas  Coram  Bancs!} 

20  17,585  11,971  1.6  10,674  1.3  2,554  519  2,183  51.8  2,081  114.1  Northwest  Bancorp  ( 


21  17,218  11,942  1.5  9,950  1.3  2,545  688  1,192  25.5  1,934  156.7  RepublicBank  (Tex) 

22  16,899  11,877  2.2  9,161  1.1  2,656  1,102  1,352  31.9  1,961  115.9  First  Bank  System  ( 

23  16,567  13,355  1.8  9,366  1.4s  2,374  900  1,014  12.5  1,729  132.9  First  City  Bancorp  I 

24  12,724  8,873  2.1  7,496  0.9  1,022  561        608  16.9  1,523  74.3  Bank  of  New  York  ( 

25  12,407  8,580  1.3  5,684  1.2  1,809  317        871  13.9  1,406  77.4  NBD  Bancorp  (Mich)| 


26  11,611  7,401  0.9  5,384  1.5  1,804  566  859  20.1  1,307  115.7  PNC  Financial  (Pa 

27  11,560  7,922  1.3  5,559  1.4  1,955  237  801  33.8  1,073  77.0  NCNB  INC) 

28  10,190  7,332  1.6  6,612  1.5s  1,291  672  725  23.9  1,142  103.3  Mercantile  Texas  fl 

29  10,028  8,175  8.0  7,226  2.4  421  285  580  21.1  1,398  -90.2  Seafirst  (Wash) 

30  9,280  6,770  0.5  2,536  1.6  1,229  84  767  38.9  1,249  75.2  Republic  New  York  ( 


31  8,325  5,756  3.6  5,551  1.0  375  1,067  465  23.1  1,061  28.9  European  American' 

32  7,545  5,436  1.3  4,302  1.1  584  405  ,403  13.6  859  31.0  Union  Bank6'7  (Cal) 

33  7,378  5,872  1.1  3,088  1.1  1,299  145  412  6.8  752  42.1  Comerica  (Mich) 

34  7,274  5,521  1.1  3,573  1.3  930  111  593  27.4  845  48.7  Southeast  Banking  (F 

35  7,183  5,513  1.5  4,211  1.1s  1,034  87  411  0.0  807  51.0  Valley  National  (Aria 


36  7,137  4,897  1.2  3,988  0.9  488  461  408  6.4  918  40.1  Harris  Bankcorp  (111) 

37  6,932  5,759  0.5  3,385  1.4s  1,604  50  511  24.1  791  64.6  Barnett  Banks  of  Fla 

38  6,927  5,770  1.3  3,925  1.2  891  120  503  22.9  773  67.3  Southwest  Bancshs  I 

39  6,916  4,933  1.1  3,668  1.3  919  95  445  3.1  810  77.7  Wachovia  (NC) 

40  6,823  4,488  1.3  2,972  1.5  1,425  272  483  18.2  661  46.7  National  City  (Ohio) 


41  6,807  5,219  2.4  4,082  1.1s  682  265  386  3.6  818  21.0  Natl  Bank  N  Amer6'7 

42  6,647  2,280  1.5*  4,669  2.9  306  1818  1,205  66.8  886  16.4  Walter  E  Heller  Intl' 

43  6,504  5,544  3.5  4,406s  1.1s  647  126  438  21.1  789  3.3  Michigan  National  (J 

44  6,301  4,172  1.0  3,154  1.3  571  247  524  24.9  770  60.5  Philadelphia  Natl  (Pa 

45  6,253  4,369  2.2  3,399  1.0  568  325  368  8.1  826  33.6  Northern  Trust  (111) 


46  6,168  3,673  0.8  2,886  1.6  999  56  357  22.0  663  50.0  First  Union  (NC) 

47  6,011  4,971  1.9  3,985  1.9s  1,159  143  409  9.8  718  86.7  Allied  Bancshares  (T( 

48  6,005  4,286  1.0  3,299  1.4s  1,127  40  452  26.7  635  51.5  Citizens  &  Sthrn  Ga 

49  5,865  4,026  1.2  371  155  439  18.1  732  39.2  Rainier  Bancorp  (Was 

50  5,822  4,495  3,062  1.0  1,777  121  352  6.9  661  26.4  BancOhio  (Ohio) 


Four-year  average  is  a  compounded  annual  rate:  l<n&'82.  2From  continuing  operations  after  security  gains  or  losses  excluding  gain  on  sale  of  operations  and  extr; 
items  3Net  interest  income  on  a  tax-equivalent  b.isis  as  .i  percent  of  average  earning  assets.  HFrom  continuing  operations  before  security  gains  or  losses  excluding  gain  i 
operations  and  extraordinary  items. 
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rage  assets 
1982  vs 
1981 


Growth 

 measures' 

Equity  per  share 
4-year         1982  vs 
average  1981 


Earnings  per  share2 
4-year  1982  vs 
average  1981 


Dividend 
4-year 
average 


Profitability 
  &  cost  measures   

Return  Net  int  Overhead 
on  equity     margin3      times  NI 

4-yr  avg        1982  1982 


Recent 
price 


1982 
EPS2 


Stock  data  - 

P/E 
ratio 


Current 
yield 


,  4.8% 

9.8% 

10.8% 

10.3% 

33.3% 

10.3% 

15.0% 

3.49% 

4.7 

39% 

$5.60 

7.1 

4.3% 

6.2 

8.6 

4.5 

-6.5 

-13.6 

10.5 

14.8 

3.10 

7.7 

20% 

2.61 

8.0 

7.3 

2.9 

9.4 

3.9 

8.7 

-33.1 

11.5 

14.5 

3.37 

6.9 

52 

7.73 

6.7 

6.7 

6.8 

8.4 

7.9 

8.6 

26.1 

8.9 

14.0 

3.10 

4.5 

43% 

7.78 

5.6 

7.0 

8.9 

10.7 

10.3 

10.8 

10.9 

11.5 

15.6 

2.69 

1.8 

72  Vi 

9.53 

7.6 

5.1 

5.8 

8.3 

7.7 

16.8 

1.6 

8.8 

14.7 

3.86 

4.7 

47% 

8.41 

5.7 

6.8 

3.8 

8.2 

-0.9 

-18.8 

-69.7 

10.3 

13.4 

2.48 

8.6 

22% 

1.95 

11.7 

8.7 

14.2 

10.7 

6.3 

5.2 

-8.2 

14.1 

16.1 

4.69 

5.7 

37% 

5.35 

7.0 

5.7 

10.2 

10.8 

10.6 

21.5 

1.2 

8.1 

16.6 

2.83 

3.6 

40% 

6.97 

5.9 

5.5 

14.3 

12.1 

11.8 

10.9 

11.2 

11.9 

17.1 

3.91 

4.7 

45 

7.84 

5.7 

5.3 

14.8 

4.4 

5.3 

0.4 

11.7 

4.0 

8.9 

2.23 

4.5 

21'/8 

3.33 

6.3 

5.7 

20.3 

10.9 

5.9 

-10.6 

-10.0 

8.0 

11.7 

3.71 

9.9 

28 1/2 

3.62 

7.9 

8.4 

2.5 

9.1 

10.0 

4.3 

9.0 

9.6 

14.5 

4.06 

6.0 

28% 

5.81 

4.9 

6.7 

16.8 

13.6 

15.0 

18.9 

22.2 

18.0 

19.7 

4.69 

2.0 

21% 

3.80 

5.8 

5.5 

15.7 

8.5 

9.1 

13.0 

16.2 

9.6 

13.2 

3.32 

2.9 

45% 

6.83 

6.7 

5.3 

5.6 

6.4 

7.5 

23.5 

7.1 

11.8 

9.8 

3.51 

5.6 

23% 

4.54 

5.3 

5.9 

3.7 

106 

7.6 

9.8 

-17.2 

10.7 

15.3 

3.15 

5.5 

46 

9.13 

5.0 

7.7 

9.9 

11.1 

13.2 

18.3 

6.7 

10.8 

15.4 

4.17 

4.4 

39% 

6.67 

6.0 

5.3 

23.8 

16.8 

18.6 

22.9 

20.5 

15.9 

21.5 

4.55 

1.9 

38% 

5.35 

7.1 

3.4 

11.3 

7.9 

3.2 

-3.6 

-20.0 

11.2 

13.6 

4.43 

6.2 

27% 

3.08 

8.8 

6.6 

16.5 

12.9 

12.7 

19.5 

11.9 

19.9 

17.1 

4.32 

2.3 

33% 

5.18 

6.5 

4.8 

14.8 

10.0 

10.5 

6.3 

20.1 

9.4 

14.5 

3.68 

3.6 

43 

7.66 

5.6 

6.5 

18.2 

15.7 

17.9 

13.8 

-13.7 

18.4 

18.5 

4.48 

3.1 

22  Va 

3.52 

6.3 

5.8 

9.0 

7.1 

9.2 

13.3 

19.8 

7.4 

14.3 

4.05 

5.0 

52 

10.18 

5.1 

6.5 

7.4 

7.8 

8.8 

4.3 

26.0 

6.1 

11.8 

3.64 

3.5 

31'/2 

6.69 

4.7 

6.6 

10.8 

10.6 

11.2 

16.8 

8.1 

NC 

16.2 

4.29 

2.7 

35l/4 

5.09 

6.9 

5.4 

9.9 

12.8 

15.2 

15.0 

23.7 

11.9 

16.0 

4.64 

3.2 

22  Vs 

3.18 

7.0 

4.5 

24.5 

14.6 

15.8 

17.9- 

27.7 

14.1 

19.3 

5.01 

2.4 

28Va 

4.15 

6.8 

4.2 

9.2 

2.6 

-20.5 

P-D 

P-D 

11.6 

8.0 

3.88 

WA 

-5.66 

def 

3.3 

27.5 

19.2 

14.1 

22.3 

-6.1 

30.7 

23.8 

2.96 

2.0 

42% 

5.26 

8.0 

3.6 

0.8 

13.5 

6.7 

21.2 

-8.7 

10.0 

3.79 

7.1 

- 

4.9 

9.4 

5.7 

1.5 

5.4 

11.0 

4.76 

8.1 

12.4 

5.8 

1.8 

-2.8 

9.5 

8.7 

11.3 

3.57 

4.8 

25  Va 

3.91 

6.5 

7.9 

10.0 

7.7 

8.0 

7.2 

-10.8 

18.9 

14.8 

5.15 

5.4 

21V8 

2.81 

7.5 

4.7 

12.6 

12.5 

8.2 

5.3 

-7.4 

12.7 

17.5 

4.54 

5.0 

19 

3.00 

6.3 

6.1 

7.3 

5.6 

5.6 

7.3 

23.7 

7.3 

9.4 

3.11 

5.7 

32 

5.42 

5.9 

6.9 

34.4 

12.1 

10.4 

17.4 

11.3 

17.9 

16.6 

6.35 

5.0 

30 

3.46 

8.7 

3.6 

16.1 

12.1 

14.6 

18.4 

28.7 

13.1 

16.7 

5.13 

2.7 

23  Vs 

4.31 

5.4 

5.9 

14.0 

9.7 

8.4 

10.5 

3.1 

18.9 

14.3 

5.51 

4.1 

36% 

3.33 

11.1 

3.8 

12.3 

7.3 

7.2 

-0.3 

10.0 

5.7 

13.1 

4.07 

3.5 

35% 

5.62 

6.3 

7.8 



14.4 

10.6 

4.9 

-1.4 

36.7 

5.4 

3.97 

11.7 

7.2 

4.7 

-0.7 

-18.0 

57.6 

5.5 

9.0 

5.19s 

3.2" 

30  Va 

1.34 

22.6 

4.3 

8.0 

6.7 

-2.7 

-46.8 

-91.0 

15.1 

10.7 

4.50 

57.3 

16'/4 

0.30 

54.2 

7.4 

2.6 

8.2 

10.7 

15.2 

58.7 

9.2 

12.9 

5.46 

4.0 

54% 

9.73 

5.67 

6.2 

6.6 

6.8 

6.0 

5.8 

-8.2 

11.0 

11.0 

3.31 

5.8 

47 'A 

6.71 

7.1 

5.7 

18.8 

10.9 

12.4 

14.6 

41.8 

8.3 

16.3 

4.88 

4.1 

28% 

4.31 

6.6 

4.3 

28.9 

18.7 

20.0 

19.6 

17.3 

29.9 

25.3 

6.38 

1.9 

22% 

2.78 

8.0 

3.6 

8.7 

13.7 

13.3 

47.8 

14.4 

NM 

15.6 

5.80 

4.6 

12% 

1.67 

7.7 

4.3 

9.0 

9.6 

6.9 

2.6 

-8.9 

13.0 

14.0 

5.31 

5.5 

28% 

4.12 

7.0 

5.5 

12.3 

4.3 

4.6 

-7.0 

-19.1 

-4.6 

7.5 

4.39 

9.0 

17 

2.76 

6.2 

5.9 

I  ludes  leases.  6Company  not  publicly  traded;  stock  data  not  available  Bank  only;  not  organized  as  a  holding  company.  "Bank  only  'Includes  results  of  nonbank 
j  jations  where  applicable  '"Three-year  average.  P-D:  profit  to  deficit.  D  P:  deficit  to  profit.  D-D:  deficit  to  deficit,  def:  deficit.  NA:  not  available.  NC:  not 
) '  sarable.    NM:  not  meaningful. 
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1983  Annual  Banking  Survey 


100  largest  bank  holding  companies:  a  statistical  profile 

 1982  size  measures  (Smillions)  


1  *»  I  fii  jjc  s  1 11 J  III 

Loan 

Standby 

Long- 

assets  % 

loss 

Total 

letters 

term 

Total 

Total 

Total 

total 

Total 

res  as  % 

invest- 

of 

Total 

debt  % 

operating 

Net 

Rank 

assets 

deposits 

assets 

loans 

of  loans 

ments 

credit 

capital 

capital 

income 

income4 

Company  and  he. 

51 

$5,756 

$4,077 

3.1% 

$3,495 

1.0% 

$  667 

$  58 

$668 

33.2% 

$690 

$  52.2 

US  Bancorp  (Ore) 

52 

5,753 

4,160 

2.6 

3,358 

1.3 

1,086 

88 

604 

0.0 

624 

56.1 

AmeriTrust  (Ohio) 

53 

5,691 

3,713 

1.4 

2,598 

1.4 

683 

147 

393 

22.1 

603 

42.8 

Mercantile  Bancor| 

54 

5,433 

3,496 

4. 1 

3,046 

1.8 

O  Q  A 

884 

Q  7 
0  f 

80  / 

7Q  £ 
/O.D 

—  18.8 

First  Pennsylvania 

55 

5,376 

3,960 

1.7 

2,896 

1.5s 

839 

65 

372 

27.1 

614 

35.4 

Shawmut  (Mass) 

56 

5,284 

4,078 

1.2 

2,970 

1.0 

794 

118 

318 

14.7 

589 

12.2 

Manufacturers  Nat 

57 

5,245 

3,955 

2.3 

2,742 

1.9 

724 

53 

336 

26.7 

438 

29.2 

Huntington  Bancs! 

58 

5,122 

3,494 

2.2 

2,495 

1.3s 

884 

200 

382 

24.2 

617 

23.2 

Centerre  Bancorp  (. 

59 

5,070 

3,691 

1.7 

2,822 

1.6 

*C  1  c 
OlD 

lit) 

1A  A 

o44 

11  1 

Zl.  1 

a  /in 
4oU 

oi.y 

t-b  1  (Conn) 

60 

5,065 

4,089 

1.0 

2,685 

1.5 

868 

165 

311 

18.7 

642 

35.4 

Bank  of  New  Engla 

61 

5,055 

2,926 

1.4 

2,770 

1.2 

538 

73 

489 

34.5 

544 

42.2 

Maryland  National 

62 

5,029 

3,896 

0.9 

2,407 

1.3 

1,096 

49 

450 

19.5 

605 

62.1 

Banc  One  (Ohio) 

63 

5,004 

4,095 

0.3 

2,265 

1.2 

1,219 

44 

369 

17.2 

529 

38.7 

Sun  Banks  of  Florii 

64 

4,868 

3,641 

U.3 

^  o  on 
2,389 

1.2 

1  TOO 

1,200 

Ly  1 

14. o 

"2/1  O 

rirst  l\atl  m  banco 

65 

4,848 

3,444 

0.9 

3,338 

1.3 

602 

211 

376 

21.5 

524 

44.4 

United  Virginia  Bs 

66 

4,836 

3,533 

2.4 

3,015 

1.1 

604 

187 

318 

21.3 

573 

29.9 

First  Wisconsin  (W 

67 

4,812 

3,171 

3.5 

3,231 

1.4 

390 

200 

397 

24.4 

573 

31.9 

Girard  (Pa) 

68 

4,717 

3,662 

0.9 

2,836 

1.1 

825 

118 

411 

31.3 

549 

43.7 

Texas  Amer  Bancsl 

69 

4,609 

3,319 

3.1 

1   T  1  A 

2,/ 14 

1.2 

COT 

582 

C  0 

oo 

«j  /  .8 

DO  2 

A  A  C 

44.  D 

First  Security  (Utal 

70 

4,536 

3,058 

2.1 

2,541 

1.5s 

399 

100 

529 

56.2 

547 

39.5 

Fleet  Financial  Grc 

71 

4,511 

3,018 

1.3 

2,109 

2.3 

632 

72 

300 

13.8 

482 

57.2 

Trust  Co  of  Georgi 

72 

4,480 

3,046 

1.0 

2,503 

1.7 

243 

36 

349 

25.5 

478 

43.3 

First  Atlanta  IGa) 

73 

4,339 

3,535 

1.4 

2,389 

1.6 

530 

45 

300 

18.7 

465 

39.1 

Midlantic  Banks  (> 

74 

4,156 

3,576 

1.1 

2,930 

1.0 

439 

139 

ion 
13. U 

a  no 
493 

16.4 

California  First  Bk 

75 

4,135 

3,507 

NA 

2,455 

0.8 

507 

106 

275 

13.8 

483 

10.3 

Bank  of  Tokyo  Tni 

76 

4,128 

3,322 

1.4 

2,078 

1.2s 

431 

102 

218 

15.9 

390 

29.1 

Hartford  National  | 

77 

4,120 

3,019 

2.1 

1,724 

1.8s 

319 

157 

278 

25.1 

444 

28.5 

Fidelcor  (Pa) 

78 

3,915 

2,483 

0.2 

1,327 

2.2 

850 

63 

269 

22.0 

469 

50.4 

State  Street  Boston 

79 

3,91 1 

3,020 

0.7 

1,820 

1.3 

907 

52 

315 

21.9 

471 

29.4 

Society  (Ohio) 

80 

3,892 

3,015 

1.9 

2,220 

1.3 

483 

117 

290 

29.1 

446 

28.2 

Lincoln  First  Bank 

81 

3,874 

3,107 

0.4 

2,153 

1.4 

733 

128 

281 

27.1 

444 

33.3 

Virginia  Natl  Bksh 

82 

3,839 

2,728 

3.8 

2,456 

1.3 

325 

90 

252 

23.0 

521 

9.7 

BanCal  Tri-State  (< 

83 

3,820 

3,293 

2.2 

2,078 

1.1 

951 

51 

276 

34.6 

443 

20.3 

First  of  America  Bl 

84 

3,716 

3,054 

1.0 

1,627 

1.2 

488 

108 

201 

0.0 

407 

21.4 

Riggs  National  (DC 

85 

3,710 

3,168 

0.4 

1,998 

1.0s 

717 

60 

256 

6.3 

437 

33.1 

BayBanks  (Mass) 

86 

3,653 

3,050 

0.6 

1,623 

1.6 

1,079 

34 

374 

22.4 

365 

43.7 

Norstar  Bancorp  (N 

87 

3,522 

2,645 

2.1 

2,259 

1.4s 

394 

117 

264 

24.2 

415 

23.9 

United  Banks  of  G 

88 

3,498 

2,719 

0.7 

1,665 

1.0 

685 

29 

271 

0.0 

342 

21.7 

Florida  Natl  Banks 

on 
8V 

O    A  AT 

3,447 

2,299 

1.3 

1,757 

1.2s 

298 

48 

269 

33.3 

398 

25.0 

First  Maryland  Bnc 

90 

3,409 

2,757 

1.4 

1,827 

1.2 

468 

86 

221 

8.4 

327 

12.6 

Fidelity  Union  Bnc 

91 

3,407 

2,569 

1.6 

1,803 

1.3s 

429 

90 

215 

3.4 

369 

30.1 

American  Security 

92 

3,392 

2,512 

0.9 

1,655 

1.45 

541 

43 

241 

13.6 

392 

31.2 

First  Tenn  Natl  (Ti 

93 

3,353 

2,530 

1.0 

2,005 

1.1s 

269 

24 

234 

22.8 

412 

24.0 

Bank  of  Virginia  (V 

O  1 

3,34.3 

2,545 

1.3 

1,569 

1.6 

587 

99 

278 

8.2 

360 

31.4 

Commerce  Bancsh 

95 

3,326 

2,203 

2.1 

1,859 

2.3 

414 

150 

256 

18.6 

368 

20.0 

First  Oklahoma  Bn 

96 

3,314 

2,489 

3.8 

1,743 

2.6s 

386 

158 

195 

16.7 

400 

-10.9 

Intra W  est  Financia 

97 

3,255 

2,450 

0.7 

1,779 

1.65 

643 

103 

297 

18.7 

374 

31.9 

AmSouth  Bancorp 

98 

3,232 

2,591 

1.0 

1,645 

1.4 

679 

32 

195 

25.8 

331 

20.2 

United  Jersey  Bank 

99 

3,225 

2,501 

1.0 

1,748 

1.3 

371 

57 

234 

20.6 

372 

22.5 

Dominion  Bankshs 

100 

3,215 

2,453 

2.1 

1,488 

1.2 

921 

80 

235 

46.6 

364 

4.5 

Equimark  (Pa) 

 L5   1.3  22.3  MEDIANS 

Four-year  average  is  a  compounded  annual  rate:  1978/82.  2From  continuing  operations  after  security  gains  or  losses  excluding  gain  on  sale  of  operations  and  extraol 
items.  3Net  interest  income  on  a  tax-equivalent  basis  as  a  percent  of  average  earning  assets.  "From  continuing  operations  before  security  gains  or  losses  excluding  gain  on| 
operations  and  extraordinary  items 
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Growth 
■  measures1 


age  assets 
1982  vs 
1981 


Equity  per  share 
4-year         1982  vs 
average  1981 


Earnings  per  share2 
4-year  1982  vs 
average  1981 


Dividend 
4-year 
average 


Profitability 
  &  cost  measures   

Return  Net  int  Overhead 
on  equity     margin3      times  NI 

4-yr  avg        1982  1982 


Recent 
price 


1982 
EPS2 


Stock  data  - 

P/E 
ratio 


Current 
yield 


10.3% 

12.2% 

8.8% 

3.1% 

—19.2% 

13.7% 

16.7% 

5.10% 

3.5 

21 

$2.91 

7.2 

4.8% 

1 

5.0 

6.2 

6.2 

4.2 

6.4 

7.7 

11.1 

4.85 

2.7 

35 

6.6'.' 

5.2 

8.2 

14.0 

9.4 

6.8 

10.7 

-5.0 

4.2 

16.1 

3.74 

3.1 

33% 

6.85 

4.9 

8.0 

-2.2 

-15.0 

-12.9 

P-D 

D-D 

-100.0 

-12.4 

2.40 

5 

-1.29 

def 

0.0 

10.7 

8.0 

8.4 

36.1 

15.4 

16.8 

11.7 

5.54 

6.4 

35 

5.39 

6.5 

5.5 

1 

i 

-2.3 

5.1 

6.1 

-36.6 

-19.9 

-10.1 

7.7 

3.79 

29.8 

30 

1.01 

29.7 

4.0 

26.1 

10.9 

11.2 

11.6 

10.7 

1 1.3 

15.4 

4.81 

4.0 

24 

5.27 

4.6 

6.2 

13.1 

7.4 

3.8 

-2.9 

-33.8 

7.8 

12.4 

3.72 

6.4 

19'/2 

3.05 

6.4 

9.2 

1 

14.6 

8.1 

4.5 

23.3 

16.3 

11.3 

16.1 

5.42 

4.5 

31 

5.36 

5.8 

5.3 

15.9 

10.9 

11.8 

19.9 

25.9 

11.9 

16.1 

4.53 

4.3 

47'/g 

7.93 

5.9 

5.5 

13.9 

9.7 

7.5 

14.6 

3.9 

12.6 

14.4 

5.95 

4.1 

27'/2 

5.11 

5.4 

4.7 

46.2 

10.4 

9.2 

12.7 

9.1 

11.9 

18.2 

5.91 

2.9 

36% 

3.60 

10.2 

3.7 

25.5 

7.5 

4.4 

13.7 

8.1 

12.8 

14.1 

5.55 

5.0 

22 

2.66 

8.3 

4.9 

6.4 

5.4 

"7  o 

7.8 

15.8 

16.4 

4.2 

14.7 

5.15 

4.1 

32V2 

6.59 

4.9 

7.4 

16.9 

11.1 

11.4 

15.0 

11.4 

14.0 

16.5 

5.62 

3.9 

48 

7.21 

6.7 

5.3 

4.7 

7.7 

9.1 

13.6 

3.3 

4.2 

13.4 

3.88 

5.5 

32% 

6.87 

4.7 

6.5 

10.4 

8.3 

5.4 

4.5 

-20.2 

9.5 

14.5 

A    C  S 

4.56 

5.C 

52% 

5.52 

9.5 

4.7 

22.1 

12.1 

12.1 

15.9 

6.9 

18.8 

16.4 

5.15 

3.3 

305/8 

4.82 

6.4 

5.0 

11.4 

11.5 

13.2 

13.0 

30.4 

6.3 

1  z'  o 

16.8 

4.97 

2.6 

22% 

4.42 

5.1 

4.8 

14.8 

10.8 

11.9 

18.8 

18.5 

11.0 

17.4 

4.83 

3.6 

38 '/4 

6.28 

6.1 

5.8 

20.0 

15.9 

16.8 

1  *7  O 

27.3 

1  "7  S 

17.6 

19.6 

22.4 

"7  Tfl 
/.2(J 

3.3 

29 

3.54 

8.2 

3.4 

16.6 

1 1.4 

13.3 

24.6 

1  c  n 

15.0 

13.3 

16.3 

6.68 

4.4 

23% 

3.61 

6.6 

4.2 

14.0 

8.6 

12.3 

23.9 

19.4 

7. 1 

21.1 

coo 

5.83 

3.5 

34'/2 

"7  "7  A 

7.74 

A  C 

4.5 

5.4 

6.3 

4.5 

-9.0 

-19.0 

-56.9 

7.2 

1 1.5 

4.34 

14.8 

16'/2 

1.10 

15.0 

6.5 

5.1 

9.9 

4.1 

-8.2 

3.3 

6.1 

NC 

3.4 

8.5 

9.4 

8.3 

19.3 

4.0 

15.2 

14.7 

5.81 

6.3 

29% 

4.46 

6.7 

6.7 

17.7 

9.2 

10.0 

D-P 

9.2 

14.4 

10.4 

4.40 

4.2 

25% 

5.47 

4.7 

6.6 

15.6 

16.9 

24.4 

59.9 

87.4 

22.0 

19.3 

5.28 

3.2 

66l/2 

1 1.75 

5.7 

2.6 

10.7 

7.5 

7.3 

4.8 

18.1 

9.7 

12.2 

4.10 

4.5 

22 

A    1  "7 

4.17 

5.3 

"7  1 

7.3 

6.6 

5.4 

7.4 

10.1 

36.6 

1.6 

12.0 

5.09 

5.6 

34% 

6.61 

5.3 

5.8 

20.5 

9.5 

9.8 

11.7 

10.4 

11.8 

16.2 

6.13 

5.0 

25% 

4.23 

6.0 

6.3 

7.2 

4.6 

1.1 

-14.3 

-21.2 

14.8 

8.1 

3.82 

16.6 

36  Vi 

1.79 

20.4 

3.3 

35.5 

8.4 

8.7 

6.0 

36.3 

7.2 

13.8 

4.68 

6.8 

19% 

4.13 

4.7 

6.8 

6.5 

8.0 

5.0 

2.9 

-16.7 

9.0 

13.6 

4.57 

4.9 

30% 

3.39 

8.9 

6.0 

8.3 

10.3 

9.2 

15.8 

7.0 

12.6 

15.4 

6.39 

5.1 

31% 

5.34 

5.9 

6.4 

48.6 

6.1 

2.7 

12.6 

14.7 

8.3 

14.8 

6.26 

2.7 

30% 

4.75 

6.4 

7.2 

12.1 

10.2 

6.2 

2.0 

-20.4 

8.6 

14.5 

6.27 

6.3 

16% 

2.19 

7.5 

6.1 

16.2 

7.0 

10.4 

3.8 

24.6 

13.9 

8.8 

5.67 

6.0 

30'/2 

2.28 

13.4 

2.9 

17.9 

6.0 

11.1 

9.8 

-1.1 

9.4 

15.1 

4.92 

5.0 

29 

4.50 

6.4 

5.2 

1.6 

3.1 

-4.2 

-39.0 

-88.7 

2.4 

9.6 

5.15 

41.9 

30% 

0.74 

40.7 

9.3 

13.0 

10.0 

9.6 

10.4 

8.6 

6.8 

15.4 

4.35 

2.3 

26  % 

3.93 

6.7 

5.3 

13.1 

9.2 

9.1 

11.1 

9.5 

20.1 

15.3 

5.22 

3.9 

19 'A 

3.24 

5.9 

6.6 

17.1 

4.6 

6.8 

7.5 

40.7 

5.2 

11.0 

5.05 

4.9 

25 

3.77 

6.6 

5.3 

10.7 

6.6 

5.0 

8.9 

193.5 

7.1 

11.4 

5.84 

3.2 

33  >/2 

6.37 

5.3 

5.5 

23.3 

10.6 

7.8 

2.9 

-26.1 

25.7 

14.5 

4.55 

4.0 

16V8 

1.87 

8.6 

4.0 

18.4 

3.6 

-11.2 

P-D 

P-D 

9.6 

10.0 

6.10 

30  Vi 

-2.11 

def 

4.6 

8.3 

9.4 

8.5 

6.2 

5.3 

8.1 

15.1 

5.54 

3.7 

27  Vi 

4.21 

6.5 

6.4 

10.5 

7.2 

7.9 

10.5 

9.3 

2.6 

13.2 

5.07 

5.9 

19% 

3.17 

6.2 

6.3 

10.8 

8.1 

4.7 

-3.0 

-21.8 

8.3 

13.6 

4.75 

6.2 

17'/2 

1.79 

9.8 

5.7 

7.7 

-12.4 

0.9 

-28.9 

D-P 

-100.0 

-7.8 

2.77 

12.5 

5% 

0.54 

10.0 

0.0 

11.4              9.3             8.1            10.3            9.2           10.4            14.5           4.57             4.5  6.5  5.6 

ides  leases.    ^Company  not  publicly  traded;  stock  data  not  available    7Bank  only;  not  organized  as  a  holding  company.  "Bank  only.    'Includes  results  of  nonbank 

ations  where  applicable.  "'Three-year  average.  P-D:  profit  to  deficit  D-P:  deficit  to  profit.  D-D:  deficit  to  deficit,  def:  deficit.  NA:  not  available.  NC:  not 
>arable.    NM:  not  meaningful 
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The  50  largest  trust  operations 


Helped  by  a  19.6%  rise  in  the  Dow  Jones  industrials,  the  money  managed 
by  the  trust  operations  below  grew  to  $444  billion  in  1982,  a  17% 
increase  over  1981.  Twenty  of  these  trust  operations  were  able  to  better 
the  DJi's  performance.  Among  the  top  five,  Bankers  Trust  moved  up  to 
the  number  two  spot  and  Citicorp  slipped  to  number  five.  J.P.  Morgan 
retains  first  place  by  a  healthy  margin. 


Market  value  — Trust  department  revenues — 
of  trust  assets'  %  change  %  of  total 


1982 

1982 

%  Increase 

total 

from 

operating 

rank 

Company 

(millions) 

over  1981 

(thousands) 

1981 

revenues 

1 

JP  Morgan 

$39,118 

11.1% 

$189,600 

15.4% 

2.8% 

2 

Bankers  Trust 

23,000E 

18.0 

90,546 

21.2 

1.9 

3 

PNC  Financial 

21,902 

17.0 

62,101 

18.0 

4.8 

4 

Mfrs  Hanover 

21,588 

20.6 

75,696 

3.2 

1.0 

5 

Citicorp 

21,436 

8.2 

132,656 

4.9 

0.7 

6 

Chase  Manhattan 

14,957 

19.4 

103,162 

16.4 

1.0 

7 

Mellon  National 

12,949 

4.7 

37,009 

17.5 

1.6 

8 

Harris  Bankcorp 

12,853 

11.0 

42,140 

0.6 

4.6 

9 

Chemical  New  York 

12,008 

23.3 

67,334 

3.5 

1.2 

10 

Wells  Fargo 

11,885 

25.4 

45,646 

17.9 

1.4 

11 

Continental  Illinois 

11,565 

-7.2 

60,428 

12.7 

1.0 

12 

Northern  Trust 

11,534 

7.1 

72,651 

23.5 

8.8 

13 

Wilmington  Trust 

10,487 

23.2 

14,902 

0.1 

7.8 

14 

US  Trust 

9,365 

2.0 

70,192 

14.8 

28.0 

15 

First  Bank  System 

9,267 

15.8 

41,902 

14.2 

2.1 

16 

Crocker  National 

8,982 

11.6 

41,123 

14.0 

1.4 

17 

BankAmerica 

8,863 

-12.0 

70,546 

3.3 

0.5 

18 

State  Street  Boston 

8,856 

71.4 

57,997 

51.4 

12.4 

19 

InterFirst 

8,500 

16.4 

34,000 

21.4 

1.4 

20 

First  Interstate  Bancorp 

8,029 

7.7 

56,134 

14.2 

1.2 

21 

Fiduciary  Trust  of  NY 

7,489 

24.8 

20,903 

4.3 

67.7 

22 

First  Chicago 

7,488 

9.8 

47,564 

3.8 

1.1 

23 

Capital  Guardian  Trust 

7,258 

30.8 

NA 

NA 

NA 

24 

Bank  of  New  York 

7,231 

15.2 

119,020 

27.3 

7.8 

25 

Girard 

7,060 

17.2 

28,976 

21.2 

5.1 

26 

AmeriTrust 

6,976 

12.6 

30,922 

10.7 

5.0 

27 

First  National  Boston 

6,745 

2.6 

51,898 

15.7 

1.9 

28 

NBD  Bancorp 

6,739 

8.1 

28,574 

-0.3 

2.0 

29 

Centerre  Bancorp 

6,289 

14.7 

25,146 

13.2 

4.1 

30 

Northwest  Bancorp 

5,812 

14.6 

34,782 

8.9 

1.7 

31 

RepublicBank 

5,729 

15.8 

32,097 

18.2 

1.7 

32 

Bank  of  New  England 

5,574 

20.1 

26,747 

14.6 

4.2 

33 

National  City  Corp 

5,363 

34.9 

20,107 

12.3 

3.0 

34 

Amer  Natl  (Chicago) 

5,212 

31.3 

12,732 

11.7 

4.0 

35 

First  City  Bancorp 

5,149 

10.7 

22,132 

23.4 

1.3 

36 

Citizens  &  Sthrn  Ga 

4,603 

34.7 

12,196 

14.2 

1.9 

37 

Tex  Commerce  Bncshrs 

4,555 

24.8 

22,278 

28.1 

1.2 

38 

Trust  Co  of  the  West 

4,496 

28.2 

NA 

NA 

NA 

39 

Boatmen's  Bncshrs 

4,344 

26.8 

8,416 

13.4 

3.3 

40 

NCNB 

4,236 

54.5 

19,244 

26.4 

1.8 

41 

Hartford  National 

4,186 

24.4 

22,613 

20.0 

5.8 

42 

Comerica 

4,111 

19.6 

21,736 

17.8 

2.9 

43 

Manufacturers  National 

4,014 

22.1 

13,645 

15.6 

2.2 

44 

First  Wisconsin 

3,945 

26.7 

17,028 

11.1 

3.0 

45 

Irving  Bank  Corp 

3,9442 

30,179 

14.7 

1.3 

46 

Trust  Co  of  Georgia 

3,936 

26.2 

20,363 

14.0 

4.2 

47 

Wachovia 

3,725 

18.3 

25,629 

20.2 

3.2 

48 

Mercantile  Bancorp 

3,604 

15.6 

13,766 

10.9 

2.3 

49 

First  Pennsylvania 

3,431 

12.1 

18,391 

3.9 

2.9 

50 

Marine  Midland 

3,371 

19.9 

23,102 

9.6 

1.0 

'Accounts  over  which  the  bank  exercises  investment  discretion.  2Market  value  as  of  12/31/81,  latest 
available  figure    E  Company  estimate.    NA:  Not  available. 


of  the  money-center  banks  have  been 
so  strong  in  spite  of  all  the  scare  sto- 
ries in  the  press  and  on  the  tube  about 
defaults  on  foreign  loans.  Citibank, 
for  example,  has  almost  doubled  from 
its  summer  low  of  last  year.  Chemi- 
cal, Manufacturers  Hanover  and  J.P. 
Morgan  are  up  almost  as  much. 
Chemical  hit  an  alltime  high  this  year 
and  some  of  the  others  could  easily  do 
so  if  the  market  continues  to  rise. 

Here  is  what  the  consensus  of  a 
group  of  analysts  is  predicting  for  the 
big  New  York  City  banks  this  year 
(net  income  per  share  before  securi- 
ties transactions): 

Citicorp:  $6.50-$6.75;  up  from 
$5.50.  Consumer  business  is  turning 
profitable  and  could  contribute  $150 
million  to  earnings,  more  than  double 
1982's  results. 

Chemical:  $9.55  to  $9.70;  up  from 
$8.69.  Chemical,  along  with  J.P.  Mor- 
gan, established  the  low  point  for  loan 
losses  in  1982. 

J.P.  Morgan:  $11.30;  up  from 
$10.67. 

Chase  Manhattan:  $1 1.50-$12.50; 
up  from  just  under  $8.  A  turnaround, 
but  still  facing  immense  problems. 

Bankers  Trust:  $8.55  to  $9;  up  from 

$8.73. 

Manufacturers  Hanover:  $8.40;  up 
from  $7.82. 

Not  that  the  banks  don't  have  plen- 
ty to  worry  about.  Consider: 

Deregulation  of  interest  rates  has 
made  the  business  a  lot  tougher  and 
more  competitive.  That  situation  is 
getting  worse  from  the  banks'  view- 
point, not  better. 

While  stockbrokers  and  others  are 
moving  into  banking,  the  banks  get  a 
hard  time  when  they  try  moving  into 
other  people's  bailiwick.  The  banks 
are  slowly  getting  their  way  but  the 
question  still  remains:  How  good  will 
bankers  be  at  insurance?  How  good  at 
stock  brokerage? 

The  price  of  oil.  The  price  of  oil? 
What's  that  got  to  do  with  banking? 
Plenty.  A  total  collapse  of  OPEC  lead- 
ing to  $19  or  $20  oil  would  be  good  for 
most  of  the  American  economy,  but  it 
would  be  a  body  blow  to  banks  who 
have  lent  heavily  on  the  expectation 
that  .the  price  of  oil  "could  only  go 
up."  As  the  price  of  oil  drops,  the 
collateral  becomes  worth  less  and 
less.  Says  one  West  Coast  lending  offi- 
cer: "At  $25  a  barrel  most  of  our  loans 
will  be  okay.  But  $22?  Please,  my 
nerves.  At  $22  a  lot  more  of  our  loans 
will  be  in  bad,  bad  trouble." 

Reported  earnings,  quite  clearly,  are 
not  what  bankers  have  to  worry  most 
about  these  days. 

And  the  band  struck  up,  "Nearer, 
my  God,  to  Thee.  .  .  ."  ■ 
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In  today's  world  of  high  risk,  your  corporate  insurance  program  should  be  absolutely 
inspirational."  That  calls  for  Frank  B.  Hall,  The  Protection  Connection  T.M  We  bring  21st  Century 
insurance  and  risk  management  technology  to  significant  corporations,  both  large  and  small, 
throughout  the  global  business  community.  Put  the  power  of  The  Protection  Connection™ 
behind  you  now,  before  things  start  to  crumble.  We're  the  creative 
force  in  our  industry,  thine  own  link  to  financial  security.  ' 

I nspmtprtion 

FRANK  E  HALL&  CO. 


The  Protection  Connection  is  a  trademark  and  service  mark  of  Hallways  Advertising,  Inc.  Copyright  ©  Hallways  Advertising,  Inc.,  1983.  All  rights  reserved.  . 


"Other  banks  cangiveyq 

Wegiveyoulnte: 


Arthur  J.  Massolo 
International  Banking 

"First  Chicago  has  a  large 
international  banking  net- 
work. Of  course.  Many  world- 
class  banks  do.  But  when  we 
make  the  distinction  be- 
tween 'network'  and  'team- 
work; we're  doing  more  than 


playing  with  words.  We're 
talking  about  our  structure. 
Our  commitment.  Our  atti- 
tude. Your  business. 

"First  Chicago  gives 
you  strong  teams  of  interna- 
tional banking  professionals. 
People  experienced  at  pull- 
ing together  every  First 


Chicago  resource  to  wort 
you.  To  work  smart  and 
while  consistently  maint 
ing  the  highest  quality  st 
ards.This  is  teamwork  tl 
has  been  helping  clients 
yearsrhrcommercial  bar 
g,  trJS&e  finance^ 


h  International  Network, 
ional  Teamwork!' 


change,  cash  management, 
istznent  banking,  and 
[jl  currency  credit. 

"Well  show  you  how 
^rnational  Teamwork 
rks  for  you.  Call  me, 
fcr  Massolo,at(312) 
[-5956: 


First  Chicago  Worldwide:  Atlanta  ■ 
Baltimore  ■  Boston  ■  Chicago  •  Cleveland  • 
Dallas  •  Denver  ■  Houston  ■  Los  Angeles  • 
Miami  •  New  York  •  San  Francisco  • 
Washington,  D  C.  Abu  Dhabi  ■  Athens  • 
Barcelona  ■  Beijing  •  Buenos  Aires  •  Cairo  ■ 
Calgary  •  Caracas  •  Dubai  •  Dublin  ■ 
Dusseldorf  •  Edinburgh  •  Frankfurt  • 
Geneva  •  Guernsey  •  Hong  Kong  •  Jakarta  • 


Kano  •  Kingston  ■  Lagos  ■  London  ■  Madrid  ■ 
Manila  •  Mexico  City  ■  Milan  •  Munich  • 
Nairobi  ■  Panama  City  ■  Paris  •  Port 
Harcourt  ■  Rome  •  Santiago  ■  Sao  Paulo  ■ 
Seoul  •  Sharjah  •  Singapore  •  Stockholm  • 
Sydney  •  Tokyo  •  Toronto  •  Warsaw  •  Zurich 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


\ihlumalBankirtjg  •  John  Coblente,  international  Service  Products  •  Bill  Curran,  International  Investment  Banking 
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1983  ANNUAL  BANKING  SURVEY 

Wall  Street  thinks  everything  is  finally  coming  up  roses  for  the 
thrift  industry  after  two  years  of  travail  Don't  be  too  sure. 

Put  the  ! 
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ine  4 o  largest  savings  ana  loan  associations 

In  an  effort  to  save  or  be  saved,  mergers  were  common-    from  last  year's  $125  billion — mainly  because  of  merg- 
place  in  the  savings  and  loan  industry  in  1982.  The  25     ers  and  acquisitions.  Profits  are  another  story.  Only  six 
largest  S&Ls  now  have  assets  totaling  $153  billion,  up     S&Ls  were  profitable. 

 1982  size  measures  (Smillions)  

Advances 

Total            Savings            Loans         Investment          from              Total  Net 
Rank            assets          accounts        receivable       securities          FHLB          revenues         income      Company  (state) 

1  $16,864       $11,815        $10,946         $1,712        $1,830         $2,015         $-44.5      HF  Ahmanson  (Cal) 

2  12,675           9,561          10,174           1,920          1,855           1,387           -74.7      Great  Western  Financial  (Ca 

3  10,415           7,635           7,809           1,126          1,154           1,153              4.8      California  Federal  S&L2  (Cal 

4  9,388           6,221           8,524             507          1,144           1,009          -61.1      First  Charter  Financial  ICal) 

5  7  869             5  959              5  710                656             1  099                 779             -1  7  D       filenrlale  Federal  S&J  2'3  ICi 

6  7,270           4,454           6,016             540          1,714             859              6.9      FN  Financial  Corp4(Cal) 

7  7,269           4,835           5,880             510            964             799           -19.8      Golden  West  Financial  (Cal) 

8  6,612           4,904           5,988             223            250             775            36.7      Financial  Corp  of  America  (» 

9  6,361           4,860           3,668             727            648             484         -107.8      Talman  Home  Federal  S&L 
10                 6  112             4  514             4  651                 6f>f)             1  179                rf^S             —  98  9       Hnmp  Federal  S&I 2  ICaW 

11  5,943           4,675           3,730             918            621             481            -8.7      Empire  of  America2  (NY) 

12  5,271           3,811           4,379             470            951             549          -61.1      Imperial  Corp  of  Amer  (Cal) 

13  5,235           3,281           3,885           1,100          1,030             484           -23.5      First  Federal  Svgs  of  Mich2  ( 

14  4,847           2,937           3,957             449          1,193             546           -26.7      Gibraltar  Financial  (Cal) 

15  4  528               3  386               3  6D7                   331                  49  7                   ^4                  13  9        Pitv  Federal  Sft  I  (Mil 

16  4,044           3,233           3,010             219            429             365          '-94.2      First  Fed  S&L  of  Chicago2'3 

17  3,888           2,661           3,416             293            491             447           -32.0      AmeriFirst  Federal  S&L2  (Fl. 

18  3,882           2,845           3,048             259            650             418           -26.7      Great  American  Federal  S&l 

19  3,748           2,724           2,782             526            428             411           -22.7      Gibraltar  Savings  (Tex) 

20  3  629              2  932              9  601                  674                 340                 31  ^                   R7        Cartprpt  SftT 1  (MT1 

21  3,573           3,171           3,110             240             159             354          -  46.2      Standard  Federal  S&L2'3  (Mi 

22  3  541           9  sifi           3  099             91^            £70             3<;t             oa  a      iikt«..  t;*! '  ifiii 

23  3,348           2,305           2,342             354            464             394           -21.4      Coast  Federal  S&L 2'3  (Cal) 

24  3,344           Z,240           1,110             466            684             308          -33.4      First  Federal  S&L  of  Roches 

25  3,223           1,949           2,011             232          1,012             263            44.5      Benj  Franklin  Federal  S&L2 

'Four-year  average  is  a  compounded  annual  rate:  1978/82.    2Mutual  savings  and  loan  association. 
'Based  on  data  from  the  Federal  Home  Loan  Bank;  figures  are  derived  for  the  period  ending  June. 
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By  Ben  Weberman 

Since  the  middle  of  1982,  sav- 
ings and  loans  have  turned  in 
one  of  the  most  spectacular  per- 
jormances  of  the  bull  market,  with 
jtock  prices  of  S&Ls  in  many  cases 
ncreasing  fourfold. 

It  isn't  hard  to  see  why.  Not  for 
'ears  have  savings  and  loans  felt  this 
:ind  of  euphoria.  Billions  of  dollars  in 
lew  deposits  have  flowed  into  their 
lew  money  market  deposit  accounts. 
The  spread  between  the  cost  of  funds 
ind  the  yield  on  loan  portfolios  has 
urned  positive  again  after  nearly  two 
'ears  in  the  red.  And  on  top  of  that 
here  are  healthy  nonrecurring  gains 
o  be  had  as  housing  recovers:  loans 
;arrying  generous  fees  up  front  that 
:an  be  counted  in  current  net  income. 

Buoyed  by  this  glittering  vista, 
hrifts  are  raising  big  money  from  the 
mblic,  a  good  deal  of  it  from  mutual 
savings  associations  converting  to 


stock  associations.  Robert  Chaut,  an- 
alyst with  A.G.  Becker,  has  been 
tracking  S&.L  conversions  since  they 
were  first  permitted  in  1975.  From 
that  year  until  this  January,  Chaut 
says,  about  129  thrifts  went  public, 
raising  about  $675  million.  In  the  cur- 
rent enthusiasm,  Chaut  thinks  the 
thrifts  will  raise  more  than  $1  billion 
in  public  offerings  this  year.  About 
half  of  that  will  come  from  two  big 
conversions,  by  California  Federal 
and  Home  Federal  of  San  Diego. 

Nor  do  the  ambitions  of  S&Ls  end 
at  public  offerings.  They  are  eyeing 
the  markets  of  the  commercial  banks. 
For  example,  Gibraltar  Financial  of 
California  is  putting  together  a  credit 
department  to  solicit  small  and  medi- 
um-size business  loans.  Gibraltar  also 
opened  a  broker/dealer  affiliate. 

Is  everything  coming  up  roses  at 
last?  Maybe.  But  remember  that  most 
of  that  new  money  raised  from  the 
public  is  not  going  for  expansion  but 


for  rescue  operations.  The  fact  is,  the 
optimists  failed  to  reckon  with  the 
huge  mortgage  delinquencies  and  de- 
faults that  have  shown  up  this  year.  In 
February,  for  example,  mortgage  de- 
faults set  an  alltime  record,  and 
March  was  running  in  the  same  direc- 
tion. Those  loans  are  mainly  ones  car- 
rying 16%  and  17%  rates  on  homes 
purchased  within  the  past  year  or  so 
at  highly  inflated  prices.  Also  in  trou- 
ble are  a  lot  of  the  famed  "creative 
financing"  devices  fashioned  in  the 
desperate  1970s. 

Take  $6  billion  (assets)  Home  Fed- 
eral Savings  &  Loan  Association  of 
San  Diego,  tenth  largest  in  the  coun- 
try. Home  Federal's  net  income  had 
been  running  about  $40  million  a  year 
until  the  disastrous  years  1981  and 
1982,  when  it  lost  nearly  $49  million. 

But  during  the  final  four  months  of 
last  year,  Home  Federal's  earnings  ab- 
ruptly turned  up.  A  good  part  of  it  was 
the  improved  net  interest  spread.  But 


Growth  measures'    Dec.  31,  1982- 


\ssets  

 Saving' 

 Revenue 

 Net 

income  

Yield  on 

Cost 

1982  vs 

4-year 

1982  vs 

4-year 

1982  vs 

4-year 

1982  vs 

earning 

of 

1981 

average 

1981 

average 

1981 

average 

1981 

assets 

funds 

Spread 

12.1% 

9.0% 

6.8% 

18.4% 

28.8% 

P-D 

D-D 

11.49% 

10.12% 

1.37% 

0.8 

4.7 

2.7 

13.0 

0.4 

P-D 

D-D 

11.07 

10.38 

0.69 

37.1 

16.4 

46.8 

26.2 

61.3 

-44.3% 

D-P 

12.50 

10.65 

1.85 

-3.7 

0.1 

-2.3 

9.1 

0.6 

P-D 

D-D 

10.34 

10.31 

0.03 

50.1 

20.4 

48.6 

29.3 

38.7 

P-D 

P-D 

NA 

NA 

NA 

3.6 

21.1 

-AA 

39.6 

71.8 

-29.9 

-40.1% 

10.98 

10.21 

0.77 

31.2 

19.0 

60.0 

31.8 

28.1 

P-D 

D-D 

12.10 

10.70 

1.40 

76.0 

71.6 

78.5 

80.6 

99.8 

50.5 

106.0 

13.59 

11.80 

1.79 

*  72.7 

31.7 

77.1 

33.1 

47.1 

P-D 

D-D 

NA 

NA 

NA 

20.7 

18.3 

35.7 

23.2 

17.8 

P-D 

D-D 

12.32 

11.20 

1.12 

109.3 

28.1 

95.8 

35.6 

95.0 

P-D 

D-D 

11.36 

11.03 

0.33 

2.0 

8.4 

4.6 

15.3 

8.8 

P-D 

D-D 

11.07 

10.88 

0.19 

31.6 

1.6 

2.2 

10.1 

22.2 

P-D 

D-D 

10.65 

10.13 

0.52 

1.6 

2.8 

12.8 

19.7 

12.7 

P-D 

D-D 

11.31 

10.50 

0.81 

35.3 

29.3 

40.9 

46.1 

68.6 

9.9 

D-P 

13.05 

11.53 

1.52 

11.9 

13.6 

14.5 

20.1 

7.5 

P-D 

D-D 

NA 

NA 

NA 

16.1 

9.0 

4.8 

26.6 

25.5 

P-D 

P-D 

NA 

NA 

NA 

41.2 

22.6 

48.6 

32.6 

42.7 

P-D 

P-D 

NA 

NA 

NA 

11.4 

12.1 

8.5 

24.5 

14.6 

P-D 

P-D 

11.99 

12.84 

-0.85 

88.0 

33.3 

93.5 

39.6 

63.0 

14.9 

D-P 

12.10 

10.73 

1.37 

4.9 

11.1 

7.1 

20.5 

9.8 

P-D 

D-D 

NA 

NA 

NA 

8.6 

5.9 

10.9 

14.8 

7.7 

P-D 

D-D 

10.99 

10.26 

0.73 

8.3 

7.3 

7.6 

21.3 

24.7 

P-D 

D-D 

NA 

NA 

NA 

179.8 

26.1 

126.5 

37.7 

186.0 

D-D 

D-D 

NA 

NA 

NA 

183.5 

24.0 

129.9 

31.6 

160.6 

41.1 

D-P 

13.24 

11.59 

1.65 

•  of  National  Steel. 

^Subsidiary  of  Sears,  Roebuck 

NA:  not  available 

P-D:  profit  to  deficit.  D- 

-D:  deficit  to  deficit 

D-P:  deficit  to  profit. 
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BUSINESS  CLIMATE 


LOUISIANA  DOES  MORE 
THAN  TALK  ABOUT  IT 

Louisiana's  actions  on  "business  climate"  speak 
louder  than  words.  Check  our  record:  Reasonable 
Tax  Policies;  Revenue  Bond  Financing;  State-Sup- 
ported Job-Specific  Training  Programs;  Enterprise 
Zones;  Businesslike  Government;  Fair  Workmen's 
Compensation  and  Unemployment  Laws. 

LOUISIANA 

For  i^ore  reasons  why  Louisiana  works, 
^T^tl  M m^r  write:  Jim  Harris,  Louisiana  Office  of 

S^vl|r  Commerce  &  Industry,  P.O.  Box  44185, 

mffT  ■  Dept  B53,  Baton  Rouge,  LA  70804, 

or  call  (504)  342-5361 

Because  our  actions  speak  louder  than  words. 


much  of  it  also  came  from  upfront 
points  on  new  mortgages  or  the  appli- 
cation of  book  benefits  from  purchase 
accounting  methods  on  the  acquisi- 
tion of  ailing  S&Ls.  Without  the 
mergers,  in  fact,  Home  Federal's  in- 
terest spread  would  have  been  a  nega- 
tive 0.25%  rather  than  a  positive 
0.34%  in  1982. 

Despite  the  improved  earnings, 
Home  is  far  from  out  of  the  woods.  In 
its  most  recent  reporting  period,  1% 
of  its  mortgage  portfolio  was  one 
month  late  in  payments,  0.27%  was 
two  months  behind  and  1.9%  was  be- 
hind by  three  months  or  longer.  Of 
$109  million  in  slow  loans,  more  than 
half  consisted  of  residential  mort- 
gages and  about  one-quarter  was  on 
commercial  properties. 

Moreover,  Home's  ratio  of  "sched- 
uled items"  (like  slow  loans  and  real 
estate  owned  due  to  foreclosure)  to 
assets  was  over  2.2% — close  to  the 
danger  zone  of  2.5%  set  by  the  Federal 


The  thrifts'  ambitions  to  in- 
vade commercial  banking 
may  put  them  up  against 
their  bigger  rivals  in  a  way 
that  highlights  their  long- 
time disadvantages. 


Home  Loan  Bank  Board.  If  the  ratio 
reached  2.5%,  the  government  agency 
could  order  the  thrift  to  draw  in  loans 
from  outside  parties  for  its  subsidiar- 
ies, a  costly  move.  In  addition  to  seek- 
ing external,  expensive  financing,  the 
association  could  be  forced  to  sell  off 
some  of  the  scheduled  items  at  a  deep 
discount  from  book  carrying  cost. 

What  about  the  thrifts'  ambitions 
to  invade  commercial  banking?  In  ef- 
fect, it  may  put  them  up  against  their 
bigger  rivals  in  a  way  that  highlights 
their  longtime  disadvantages.  Some 
bankers  contend  that  the  thrifts  lack 
the  experience  in  credit  evaluation — 
let  alone  the  cash— to  attract  top-dol- 
lar lending  officers. 

With  all  these  problems  remaining, 
why  is  mighty  Citicorp  acquiring  ail- 
ing Fidelity  Savings  &  Loan  of  Oak- 
land, Calif.?  Not  because  it  is  dying  to 
get  into  the  S&.L  business,  but  be- 
cause it  wants  a  tap  into  the  rich 
California  consumer  market  from 
which  it  is  barred  by  law-as  Citibank. 
Today,  Citicorp's  worldwide  consum- 
er loans  total  more  than  $23  billion, 
up  from  $18  billion  a  year  ago,  and 
account  for  27%  of  total  assets.  Citi- 
bank wants  even  more  consumer 
loans  and  apparently  views  the  S&JLs 
more  as  an  additional  entry  point  than 
as  an  acquisition  of  a  going  business. ■ 
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VE'RE  STRENGTHENING  THE  MOST  EFFECTIVE 

MEANS  OF  CONTAINING  COSTS  TO  MEET 
I         YOUR  NEEDS  FOR  THE  FUTURE. 

As  the  cost  of  health  care  continues  to  rise,  so  does  the  need  for  effective  control.  And  that's 
why  Blue  Cross  and  Blue  Shield  Plans  continue  to  add  new  strength  to  the  industry's  most  effective 
cost  containment  program.  For  instance,  we're  broadening  special  arrangements  with  doctors  and 
hospitals  to  help  contain  the  cost  of  basic  services.  And  we're  working  with  medical  and  hospital 
organizations  to  expand  specific  programs  that  avoid  the  use  of  obsolete  or  unnecessary  procedures. 
We're  strengthening coordination-of-benef  its  programs,  too. 

All  told,  these  and  other  improvements  mean  greater  value  and  lower  costs  wherever  you 
have  a  plant  or  office.  Last  year  alone,  in  fact,  we  saved  our  customers  over  $4,500,000,000. 

But  effective  cost  control  is  only  one  dimension  of  our  new  approach  to  meeting  your 
specific  needs--The  Blue  Cross  and  Blue  Shield  Metamatrix  System.  With  increased  benefit  flexibility, 
flexible  financing,  paperless  claims  processing,  and  uniquely  trained  professional  representatives,  the 
Metamatrix  System  represents  the  latest  innovation  in  health  care  protection  from  the  largest,  most 
experienced  source. 

For  more  information  on  America's  leader  in  health  care  coverage,  contact  your  local 
Blue  Cross  and  Blue  Shield  Plan. 

AMERICA'S  *1  GET  WELL  CARD. 

Blue  Cross  s 
Blue  Shield® 

'Registered  Service  Marks  of  the  Blue  Cross  Association 
*'Registered  Service  Marks  of  the  Blue  Shield  Association 


"Reindustrialization  "  makes  about  as  much  sense  as  an  antidote 
to  our  current  economic  woes  as  back-to-the-land  does  as  a  cure 
for  our  long-term  agricultural  problems. 


You  mean  we've 
been  speaking  prose 
all  these  years? 
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By  James  Cook 


G 


ood  Heavens!"  M.  Jourdain  exclaimed  in  Moliere's 
Le  Bourgeois  Gentilhomtne.  "For  more  than  40  years 
I  have  been  speaking  prose  without  knowing  it?" 
You  could  say  much  the  same  thing  about  those  who 
worry  about  the  consequences  of  the  U.S.'  becoming  a 
service  economy:  It  has  been  predominantly  a  service 
economy  for  at  least  40  years. 

Last  year,  for  example,  services  generated  67%  of  the 
U.S.  gross  national  product  and  employed  seven  out  of 
every  ten  Americans  with  jobs.  While  manufacturing  em- 
ployment has  remained  steady  at  around  25  million  for  a 
decade  now,  services  have  gone  from  47  million  to  65 
million,  and  the  trend  is  certain  to  continue — especially 
after  last  year's  slump. 

Not  since  World  War  II  has  the  goods-producing  sector  of 
the  economy  come  even  close  to  providing  as  much  as  50% 
of  U.S.  employment.  Even  if  you  count  transportation  and 
utilities  as  "goods,"  we  have  been  chiefly  a  service  econo- 
my since  1950.  The  production  of  goods — raw  materials, 
manufactures  and  construction — is  no  longer  the  prime 
mover  of  the  U.S.  economy.  The  factory  has  given  way  to 
the  office,  the  smokestack  to  the  skyscraper. 

Does  this  mean  that  we  will  become  a  nation  of  clerks? 
That  we  will  come  to  depend  on  other  nations  for  our 
manufactured  goods?  Certainly  not.  The  eminent  British 
economist  Colin  Clark  saw  the  change  as  an  inevitable 
progression  in  economic  development.  As  an  economy 
evolves,  the  work  force  shifts  from  one  segment  of  the 
economy  to  another.  Agriculture  doesn't  die,  but  much  of 
its  work  force  shifts  into  manufacturing.  Now  the  same 
thing  is  happening  as  manufacturing  employment 
shrinks  and  the  work  force  moves  to  services.  The 
supremacy  of  the  services  will  not  eliminate  U.S. 
manufacturing.  Quite  the  contrary.  You  need 
goods  to  provide  services — from  railcars  to 
communications  satellites.  You  need  ser- 
vices to  produce  goods — from  insurance 
brokers  to  patent  lawyers  to  retailers. 
There's  a  synergy  at  work  here,  even 
though  it  is  painful  for  people  in 


traditional  industries  who  are  displaced  by  the  change. 

In  the  U.S.  the  manufacturing  economy  enveloped  the 
old  agricultural  economy  and  transformed  it.  With  the 
introduction  of  fertilizers,  pesticides  and  large-scale 
mechanization,  U.S.  agriculture  was  industrialized,  just  as 
manufacturing  had  been,  and  became  the  most  productive 
in  the  world.  Today  the  U.S.'  2.4  million  farmers  grow 
170%  more  agricultural  products  than  7  million  farmers 
did  50  years  ago. 

Almost  precisely  the  same  process  has  been  under  way 
as  the  services  envelop  the  old  manufacturing  economy. 
Manufacturing  is  being  transformed  by  the  new  electronic 
information-processing  technologies.  The  importance  of 
materials  is  being  minimized.  We  are  at  a  stage  where  it 
requires  fewer  and  fewer  human  beings  to  produce  a  given 
volume  of  manufactured  goods.  The  demand  for  manufac- 
tured goods  is  not  shrinking:  Only  the  labor  and  materials 
input  is  shrinking.  It  is  thus  clear  that  most  of  the  breast- 
beating  about  our  industrial  decline  is  a  kind  of  masoch- 
ism— much  like  the  hysteria  in  18th-century  Britain  that 
building  roads  fit  for  stagecoaches  would  weaken  the  na- 
tional fiber  and  lead  to  a  decline  in  equestrian  skills.  A 
more  proper  worry,  as  management  theorist  Peter  F. 
Drucker  has  pointed  out,  is  whether,  in  the  aftermath  of 
change,  the  U.S.  manufacturing  economy  will  remain  the 
world's  most  productive,  as  its  agricultural  economy  con- 
tinues to  be.  "Instead  of  ringing  in  the  decline  of  our 
economic  power,"  says  Ronald  K.  Shelp,  "a  service-driven 
economy  signals  the  most  advanced  stage  of  economic 
development."  Shelp  is  an  American  International  Group 
vice  president  and  author  of  a  book  on  the  international 
services,  Beyond  Industrialization:  Ascendancy  of  the  Global 
Service  Economy  (Forbes,  Aug.  30,  1982). 

But  politicians  and  economists,  no  less  than  business- 
men, are  frightened  by  change.  "I  think  we're  in  trouble," 
one  mining  company  executive  said  a  while  back,  "if  we 
lose  the  wealth-producing  segments  of  our  economy." 

Wealth-producing?  Communications,  transportation, 
food  preparation,  vacations,  entertainment,  information. 
Are  these  services  not  wealth-producing?  And  what  is  a 
manufactured  good  but  a  service  in  packaged  form?  An 
automobile,  a  Boeing  747  are  useful  only  for  the  services 


The  economic  universe 


In  the  traditional  view,  the  goods-producing  industries 
rest  at  the  center  of  the  U.S.  gross  national  product,  like  the 
sun  at  the  center  of  the  solar  system,  with  ancillary 
services  revolving  around  them.  Certainly  the  economy  is 
all  of  a  piece.  The  distribution  and  general  business  ser- 
vices extend  the  manufacturing  economy's  reach,  while  the 
consumer  and  community  services  provide  the  social  and 
human  organization  without  which  no  economy  can  func- 
tion. But  the  distinction  between  goods  and  services  has 
become  increasingly  blurred.  Many  of  the  services — from 
transportation  to  television — can  be  provided  only 
through  the  medium  of  goods,  while  the  service  content  of 
goods  production — from  accounting  and  law  to  engineer- 
ing and  research — has  been  expanding  steadily. 
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that  they  actually  provide. 

In  the  end,  the  wealth-producing  forces  of  any  economy 
are  its  immaterial  resources— not  oil  or  gas,  copper  or  iron 
ore,  but  rather  the  intellectual  and  organizational  skills 
that  are  the  very  core  of  the  services.  It's  no  accident  that 
resource-poor  island  nations  like  Britain  and  Japan  at  var- 
ious times  have  become  world  economic  and  political 
powers.  Or  that  postwar  Germany  and  Japan  were  able  to 
rebuild  their  broken  economies  in  less  than  a  decade.  As 
Andrew  Carnegie  once  put  it:  "Take  away  our  factories, 
take  away  our  trade,  our  avenues  of  transportation,  our 
money.  Leave  us  nothing  but  our  organization,  and  in  four 


years  we  shall  have  reestablished  ourselves."  Carnegie 
understood  how  the  world  works  better  than  most  of 
today's  doomsayers. 

Services — To  union  leaders  the  term  conjures  up  mini- 
mum-wage jobs  dishing  out  hamburgers.  They  forget  the 
computer  systems  analysts,  brain  surgeons,  bureaucrats. 
Everyone  talks  as  if  the  services  were  a  single  phenom- 
enon, and  they're  not.  Some  are  capital-intensive — like 
electric  power.  Some  are  not — like  advertising  or  consult- 
ing. Some  are  labor-intensive — like  auto  repair.  Some  are 
not — like  natural  gas  transmission. 

To  a  large  extent,  the  proliferation  of  services  reflects 
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the  continuing  division  of  labor  that  has  been  under  way 
since  the  Industrial  Revolution — a  process  whose  implica- 
tions Forbes  detailed  some  years  ago  in  "The  Great  Ham- 
burger Paradox"  (Sept.  15,  1977).  As  an  economy  develops, 
specialized  functions  inevitably  emerge.  One  man  shoes 
horses,  another  peddles  housewares,  still  another  lends 
money.  In  an  industrialized  economy,  specialized  firms 
wind  up  supplying  services  more  cheaply  and  more  effi- 
ciently than  the  manufacturers  can  themselves — you 
name  it:  advertising,  construction,  testing,  research.  To 
lament  this  trend  is  to  lament  human  progress.  Did  society 
lose  something  when  a  nation  of  yeoman  farmers  was 


transformed  into  a  nation  of  city  dwellers?  Yes,  but  it 
gained  more  in  health,  nutrition,  culture  and  leisure. 

Goods  versus  services?  In  a  real  economy,  the  elements 
are  interdependent  and  mutually  supportive. 

As  the  economy  has  evolved,  the  services  have  grown 
more  and  more  important.  Expand  your  manufacturing 
business,  from  a  local  to  a  regional  market,  from  a  national 
to  an  international  market,  and  services  like  transporta- 
tion and  communications  are  likely  to  expand  dispropor- 
tionately. The  business  becomes  more  service-  and  less 
manufacturing-oriented.  A  simple  business  becomes  more 
complex,  requiring  a  far  larger  service  element:  finance 
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Between  the  pressures  of  inflation  and 
fluctuations  in  demand,  the  shape  of  the 
U.S.  gross  national  product  has  changed 
considerably  over  the  past  decade.  Thus,  in 
current  dollars,  the  mining  sector,  which 
includes  oil,  has  piled  up  some 
breathtaking  growth  in  recent  years,  but 
when  projected  in  constant  dollars  its 
performance  is  distinctly  under  par. 
Dollars,  inflated  or  otherwise,  aren't  the 
whole  story,  however:  Mining — or  at 
least  oil — is  a  far  more  powerful  force  in  the 
economy  than  it  was  a  decade  ago.  You 
can't  tell  an  industry  by  its  sector,  either. 
The  growth  in  manufacturing  is  only 
average,  but  both  electronics  and 
instrumentation  are  among  the 
economy's  best  performers.  So  is  business 
services,  which,  except  for  mining,  is  the 
star  of  the  economy.  The  table  on  these 
pages  shows  the  percentage  change 
between  1970  and  1981  in  both  current  and 
constant  dollars,  according  to  the 
arrangement  of  the  various  segments  and 
subsegments  of  the  GNP  discussed  in 
this  article.  The  numbers  in  parentheses 
indicate  the  Standard  Industrial 
Classifications  included  within  each 
category. 
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and  insurance,  law,  accounting,  advertising,  public  rela- 
tions, data  processing,  equipment  rental,  management 
consulting.  Even  the  wide-ranging  community  services 
play  a  role:  the  nonprofit  health  and  educational  services 
and  government  itself,  which,  along  with  everything  else, 
provides  for  the  common  defense  and  ensures  the  domes- 
tic tranquility  without  which  no  economy  can  function. 

Services  unproductive?  Far  from  it.  Synergistic -is  more 
like  it.  Two  plus  two  making  ten.  Economist  Simon  Kuz- 
nets  has  described  how  the  development  of  transportation, 
financial  and  communications  services  made  possible 
large  productivity  gains  in  geographically  specialized 
large-scale  agriculture  and  manufacturing.  Meaning? 
Meaning  that  you  can  feed  New  York  from  Iowa  and 
supply  Iowa's  entertainment  needs  from  New  York.  Re- 
member "Prices  slightly  higher  in  the  West"?  The  end  of 
that  label  was  symptomatic  of  what  had  been  accom- 
plished. Imagine  trying  to  get  a  breakfast  food  or  a  deter- 
gent to  market  without  advertising,  a  tractor  into  interna- 
tional trade  without  insurance  or  a  high-technology  com- 
pany into  business  without  bankers,  accountants  and 
lawyers.  You  might  as  well  try  to  sell  autos  or  housing 
without  credit. 

The  line  blurs  between  goods  and  services.  Ten  percent 
of  the  agricultural  sector  of  the  GNP  is  already  generated 
by  service  activities:  soil  preparation,  — — — ^ mmm 
veterinary  and  forest  services,  for  ex- 
ample. Services  probably  account  for 
20%  or  more  of  minerals  and  mining: 
coal  mining,  oil  and  gas  drilling  and 
exploration  services.  The  service  ele- 
ments even  within  manufacturing 
have  been  growing.  In  1950  produc- 
tion workers  comprised  82%  of  the 
manufacturing  work  force.  By  1980 
the  number  had  dropped  to  70% . 

In  one  sense,  manufacturing  has 
also   unquestionably   powered  the 
growth  of  services.  As  New  York  Uni- 
versity service  economist  Thomas 
Stanback  points  out,  the  really  dynamic  sectors  of  the 
service  economy  have  been  those  that  also  depend  heavily 
on  manufacturing:  the  distribution  and  general  business 
services  (see  chart,  pp.  144,  145). 

Is  it  surprising,  really,  that  U.S.  society  is  increasing  its 
use  of  services  faster  than  its  use  of  things?  There's  a  limit 
to  how  many  cars  a  customer  can  use,  how  much  he  can 
eat  or  drink  or  smoke.  But  his  appetite  for  services  is 
almost  infinite.  Among  the  services  in  present-day  de- 
mand are  those  that  cater  to  humanity's  sense  of  its  social 
responsibilities:  environmental  protection,  social  securi- 
ty, health  and  welfare. 

Those  who  fear  the  growth  of  services  as  a  threat  to  blue- 
collar  prosperity  would  do  well  to  remember  this:  Many  of 
the  poorest  paying  and  most  personally  demeaning  forms 
of  service  have  been  shrinking  in  their  relative  impor- 
tance. Remember  the  live-in  housemaid,  that  standby  of 
the  middle-class  home  of  a  generation  or  two  ago?  Remem- 
ber the  low-paid  handyman?  To  satisfy  needs  for  this  kind 
of  service  we've  substituted  things  for  people — automatic 
washers  and  dishwashers,  safety  razors  and  hair  driers, 
lawn  mowers  and  snow  blowers,  disposable  diapers. 

In  the  early  Sixties,  women  began  moving  into  the  labor 
force  in  large  numbers  for  the  first  time  and,  as  a  result, 
transferred  all  sorts  of  private  functions  into  the  market 
economy.  Day-care  centers  multiplied,  and  so  did  the 
demand  for  fast  foods  and  fast-food  restaurants,  laundro- 
mats and  dry  cleaning  establishments.  In  a  very  real  sense 
we  not  only  began  taking  in  each  other's  laundry  but  also 
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began  doing  each  other's  cooking.  Did  the  service  indus- 
tries grow?  They  sure  did.  But  so  did  human  satisfaction. 

Such  changes  also  produced  a  considerable  expansion  in 
the  so-called  underground  economy,  estimated  by  some 
observers  to  run  upwards  of  $300  billion,  to  more  than 
10%  of  the  GNP.  Most  of  that  $300  billion  is  in  services. 
Tax-free  cash  payments  housewives  make  to  part-time 
housekeepers,  cleaning  women  or  baby  sitters.  Tax-free 
cash  payments  made  to  an  army  of  repairmen,  consul- 
tants, entertainers  and  professional  chiselers.  Tax-free  ex- 
changes made  in  a  whole  range  of  illegal  services  created 
by  legislative  folly — the  old  underground  services  like 
prostitution  and  gambling,  the  new  ones  like  loansharking 
and  drug  distribution.  Drugs,  in  fact,  cocaine  and  marijua- 
na in  particular,  is  one  of  America's  biggest  growth  busi- 
nesses, sopping  up  as  much  as  3%  of  the  GNP. 

So,  what's  all  the  screaming  about?  Well,  unemploy- 
ment and  declining  communities  make  good  newspaper 
and  TV  copy;  good  news  never  sells  as  well  as  bad  news. 
What  has  caused  an  unacceptable  degree  of  human  suffer- 
ing is  the  occurrence  of  a  severe  recession  on  top  of  these 
truly  long-range  changes.  This  has  led  to  tremendous 
confusion,  as  these  different  factors — the  short-term  and 
the  long-term — combined  to  produce  a  serious  depression 
in  the  old  manufacturing  industries  while  leaving  many 
^^^^mmm^^^^  service  industries  unscathed.  What 
few  seem  to  have  paid  much  attention 
to  is  this  fortunate  fact:  The  services 
have  emerged  as  a  self-sustaining  and 
productive  activity  in  themselves,  ca 
pable  of  sustaining  both  the  economy 
and  the  work  force  at  a  remarkably 
high  level.  Isn't  it  remarkable  that) 
while  unemployment  rose  to  nearly 
1 1  %  of  the  labor  force,  the  total! 
number  of  people  employed  dropped 
by  only  2%.  This  is  one  of  the  favor 
able  trends  that  emerged  during  the 
recession  now  ending. 

Services  are  inherently  more  reces 
sion-resistant  than  manufactures.  You  produce  and  con- 
sume a  service  more  or  less  instantaneously,  so  you  can't 
build  up  inventories  and  live  off  them.  Production  is  a  lotj 
more  stable,  and  so  is  employment.  If  business  is  bad,  real 
estate  offices  don't  shut  down,  though  commissions  may 
drop.  Restaurants  keep  running  pretty  much  with  full 
staffs,  and  so  do  barber  shops,  laundries  and  beauty  par 
lors — though  tips  may  fall  off.  Hospitals  keep  running  full 
out,  and  so  do  law  offices  and,  usually,  government.  In  real 
estate,  insurance,  the  security  business  and  accounting, 
for  example,  profit-sharing  may  drop,  but  hardly  anyone  is 
out  of  work.  The  self-employed — who  account  for  9%  ol 
the  work  force — remain  self-employed. 

And  yet  the  Cassandras  still  wail.  "We  can't  live  by 
taking  in  each  other's  washing"  is  the  way  half  the  world 
puts  the  problem.  But  metaphorically  that's  all  an  econo 
my  ever  does:  exchange  one  set  of  things  people  value  foi 
some  other.  "The  purpose  of  production  is  to  add  tc 
people's  utility,"  says  Victor  R.  Fuchs,  the  Stanford  Uni- 
versity economist  who  a  decade  or  so  ago  wrote  the  pio 
neering  book  The  Service  Economy ,  "and  if  people  want  theii 
hair  cut  or  false  teeth,  that's  as  much  production  as  mak- 
ing cars."  An  economy  gains  nothing  if  it  produces  widgets 
that  pile  up  unsold  while  there  is  an  acute  shortage  of,  say, 
hairdressers.  Yet  that  is  what  happens  in  "planned"  econo 
mies  like  the  U.S.S.R. 

Part  of  the  problem,  Fuchs  argues,  is  that  people  accus 
tomed  to  manufacturing  industries  don't  understand  the 
services.  In  services,  what  you  produce  doesn't  result  ir 
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easily  quantifiable  units  of  output,  and  quality  often  mat- 
ters as  much  as  quantity.  Body  counts  were  never  much  of 
an  output  measurement  in  Vietnam.  How  many  patients  a 
doctor  sees  in  a  day  tells  you  little  about  how  productive 
he  is;  what  matters  is  how  much  pain  he  alleviates  and 
how  many  lives  he  saves.  What  matters — in  accounting  or 
advertising  or  law,  laboratory  testing,  computer  program- 
ming or  entertainment — is  the  effectiveness  of  whatever  is 
done.  Says  Fuchs:  "If  we'd  measured  Detroit's  productivity 
in  terms  of  quality  rather  than  units  of  output,  the  auto 
industry  might  not  be  in  the  position  it's  in  today." 

Anyone  who  has  ever  run  a  business  knows  full  well 
that  the  productivity  factor  in  services  is  at  least  as  uncer- 
tain as  in  manufacturing.  Surly  sales  help  are  unproduc- 
tive; eager,  friendly  ones  are  highly  productive.  It's  why 
one  army  will  fight  better  than  another  even  when  the  two 
are  equal  in  equipment  and  manpower.  Listen  to  Albert 
Tahmoush,  chairman  of  Frank  B.  Hall  &  Co.,  the  big 
insurance  brokerage  firm.  "Managing  highly  entrepreneur- 
ial people  is  an  art,  and  your  whole  basis  of  profit  and  loss 
is  completely  contingent  on  that — what  your  compensa- 
tion systems  are.  You've  got  to  train  people  and  motivate 
them,  and  with  us  it's  100%  of  our  operation."  So  a  good 
15%  of  Hall's  7,000  employees  are  motivated  to  earn 
more  than  $50,000  a  year,  but  for  every  dollar  they  make, 
Tahmoush  explains,  the  company  makes  four. 

We  are  also  learning  that  scale  and  systems  are 
as  productive  in  services  as  in  manufacturing. 
"More  and  more  services,"  says  Stanback,  "are 
beginning  to  be  organized  in  the  same  way  that 
manufacturing  is,  and,  as  a  result,  larger  corpora- 
tions have  come  into  the  picture  and  learned  to 
operate  efficiently."  In  the  factory,  economies  of 
scale  come  from  producing  hundreds  of  thou- 
sands of  standardized  units.  In  services,  the  stan- 
dardized units  aren't  there,  so  you  get  your  scale  econo- 
mies by  forming  dozens  of  individual  units  into  chains 
and  providing  centralized  functions,  often  by 
computer,  from  a  head  office — inventory  con- 
trols, purchasing,  advertising,  promotion  and  so 
on — standardizing  the  production  of  the  units, 
that  is,  rather  than  the  units  themselves.  That's 
the  pattern  adopted  by  most  of  the  big  service 
chains:  hotels  and  restaurants,  car  rental  agen- 
cies, movie  theaters,  real  estate  brokers,  funeral 
parlors — Hertz  and  McDonald's,  Hilton  and  Mi- 
das, Century  21  and  SCA  Services. 

The  really  big  gains  come  from  the  way  you  organize  and 
manage  the  work.  Henry  Ford  did  it  by  putting  auto 
production  on  an  assembly  line.  Ray  Kroc  did  it  by 
standardizing  the  hamburger  and  everything  else  in- 
volved in  getting  it  to  the  customer.  Albert  Tahmoush 
and  other  great  people-managers  do  it  by  understanding 
the  art  of  motivation. 

Looking  back  it  seems  obvious,  but  it  took  real  indus- 
trial genius  for  Ray  Kroc  to  see  that  you  could  realize 
vast  economies  of  scale  by  organizing  food  preparation,  a 
la  McDonald's.  It  was  done  by  standardizing  every 
element  that  went  into  the  system — from  ovens 
and  deep  fry  pans  to  service  counters  and  dispos- 
al bins — and  in  the  process  breaking  down  the 
work  involved  in  such  a  way  that  it  could  be 
performed  by  low-cost  workers  without  any  spe- 
cial skills. 

Nobody  has  been  more  skillful  at  exploiting  such  strate- 
gies than  William  S.  Fishman,  chairman  of  Philadelphia's 
ARA  Services.  ARA  had  the  advantage  of  starting  out  as  a 
vending  machine  company.  "Vending  machines  are  really 
a  form  of  service  automation,"  Fishman  says,  and  by 


Three  in  one 


The  manufacturing  share  of  GNP  has  remained 
remarkably  steady  over  the  last  three  decades,  and  so, 
at  the  opposite  end  of  the  spectrum,  have  the 
government  and  consumer  services.  Overall, 
however,  the  goods  sector  has  fairly  steadily 
declined,  thanks  to  the  declining  importance  of  raw 
materials  and  construction.  The  result  is  that  goods 
now  provide  only  a  third  of  the  GNP.  Another  third 
comes  from  various  intermediary  or  amphoteric 
services — general  business  and  distribution  services, 
which  depend  very  nearly  as  much  on  the  consumer 
as  they  do  on  manufacturing.  The  remaining  third 
comes  from  the  consumer  and  community 
services,  whose  strength  rests  not  on  manufacturing 
but  on  the  consumer  himself. 
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automating  its  food  services,  ARA  was  able  to  boost  pro- 
ductivity significantly.  "We  cut  the  time  it  takes  to  deliver 
a  cup  of  coffee  from  14  seconds  to  6  or  7,"  Fishman  says, 
"and  as  a  result,  we  could  double  the  turnover  during  the 
coffee  break. 

"What  we've  discovered,"  Fishman  goes  on,  "is  that  the 
techniques  of  food  service  are  transferable  to  other  kinds  of 
personal  or  consumer  services."  The  list  is  long.  Hospital 
food  service  led  ARA  step  by  step  on  into  hospital  house- 
keeping, laundry  and  maintenance  services.  In-flight  food 
services  led  it  into  baggage  handling,  aircraft  maintenance 
and  security  services.  The  skills  acquired  in  running 
trucks  for  its  vending  machine  business  led  ARA  into 
school  busing.  ARA's  experience  in  running  nursing 
homes  led  it  into  operating  day-care  centers. 

At  the  moment,  the  services  seem   

poised  to  make  a  major  advance  in 
productivity,  thanks  to  the  increas- 
ing spread  of  the  new  information- 
processing  technology.  The  effect  on 
services  like  banking,  insurance  and 
retailing  has  already  been  consider- 
able, and  it's  just  getting  under  way. 
One  sign  is  those  scanning  devices 
popping  up  everywhere  at  supermar- 
ket checkout  counters,  devices  that 
record  the  sale  and  can  be  used  to 
keep  inventories  current. 


Inflation  does  it 


The  decline  in  the  goods-producing 
sector  of  the  economy  is  much 
worse  than  it's  usually  said  to  be. 
In  constant  dollars,  the  goods 
share  of  the  GNP  is  off  less 
than  6  points  over  the  past 
30  years.  In  current  dollars, 
the  drop  is   11   points — 
nearly  twice  as  far. 


The  technology  is  moving 
rapidly  wherever  inventory 
control  really  matters — in 
everything  from  auto-parts 
distribution  to  wholesale 
trade. 

"A  wholesaler  can  update 
his  price  list  the  instant  a 
supplier  decides  to  increase 
his  prices,"  says  William 
Davidow,  senior  vice  presi- 
dent at  Intel,  the  micropro- 
cessing pioneer.  "And  the 
result  is  that  the  whole  dis- 
tribution system  becomes 
more  efficient  and  more 
profitably  managed." 

Davidow  points  to  one 
supermarket  chain  that 
kept  all  its  inventories  on- 
line. It  discovered  one  day 
that  it  had  only  two  days' 
supply  of  peanut  butter  in 
stock  and  no  hope  of  getting  more  inside  of  a  week. 
Solution?  It  decided  to  jack  up  its  prices  and  so  keep  supply 
and  demand  profitably  in  balance.  Davidow  says:  "Having 
the  information  available  enabled  them  to  implement  a 
business  strategy  of  tremendous  value." 

Some  of  the  most  striking  gains  could  come  from  the 
tens  of  thousands  of  smaller  service  businesses.  For  the 
first  time,  such  companies  are  gaining  access  to  the  sophis- 
ticated management  skills  they  need  to  manage  their 
businesses  effectively.  Outside  firms  sell  the  services  that 
enable  them  to  manage  cash  flow,  accounts  receivable, 
business  planning,  budgets,  regular  financial  and  statisti- 
cal information  and  so  on.  In  the  old  days,  companies  had 
to  become  big  in  order  to  gain  access  to  such  information. 
Information-processing  technology  has  changed  all  that. 
"Information  processing,"  says  Intel's  Davidow,  "is  going 
to  produce  economies  of  scale  in  many  service  industries. 
The  question  is  whether  you  are  a  large  enough  insurance 


or  real  estate  broker  to  be  able  to  afford  the  system."  For 
many  small  service  men,  the  answer  is  probably  not. 
Hence,  large  outfits  are  beginning  to  take  over  insurance 
brokerage  just  as  big  computerized  personal  real  estate 
combines  like  Trans  World  Corp.'s  Century  21  and  ERA 
are  also  taking  bigger  and  bigger  pieces  of  the  real  estate 
business. 

There  may  be  huge  political  implications  in  all  this. 
Lacking  the  discipline  of  either  the  market  or  the  profit 
system,  government  productivity  is  likely  to  remain  low. 
Says  Intel's  thoughtful  Gordon  Moore:  "I  don't  know  what 
a  government  bureaucracy  does  to  increase  its  efficiency 
dramatically.  They  can't  get  rid  of  people,  so  they  have  to 
make  the  job  bigger." 
Bureaucrats  can't  demonstrate  their  effectiveness  as 
moneymakers,  so  they  demonstrate 
it  by  building  an  empire,  and  where 
productivity  gains  might  be  possi- 
ble, politics  constantly  thwarts  the 
effort.  You  can't  cut  the  work  force, 
there  are  too  many  constituencies 
involved,  and  you  can't  cut  your 
spending  without  jeopardizing  next 
year's  budget  appropriation.  Public 
policy  can,  of  course,  arbitrarily  set 
limits  on  costs  and  force  the  bu- 
reaucracy to  get  by  with  less.  But 
such  cutbacks  tend  to  be  made 
along  the  path  of  least  resistance 
and  don't  necessarily  do 
much  for  productivity. 

All  this  lends  force  to 
those  who,  like  President 
Reagan,  want  to  cut  down 
the  size  of  government  and 
return  some  of  its  functions 
to  the  private  market. 
Luckily,  government's  di- 
rect share  of  the  real  GNP 
has  been  shrinking  for  more 
than  a  decade  and  will  con- 
tinue to  narrow  in  the 
Eighties  as  school  enroll- 
ments drop  off  as  the  baby 
boom  tails  off. 

The  entry  of  private  prof- 
it-making firms  into  com- 
munity-service areas  for- 
merly reserved  for  govern- 
ment— garbage  collection, 
education,  law  enforce- 
ment and  health  care — may  offer  the  best  hope  of  disci- 
plining costs.  Some  300  government-owned  or  nonprofit 
hospitals  are  already  contracting  their  management  out  to 
private  firms.  For-profit  health  care  is  no  model  of  produc- 
tivity either;  its  economies  come  from  the  formation  of 
chains  and  the  centralization  of  functions — finance,  pur- 
chasing, accounting.  Yet  such  organization  is  enough 
more  efficient  to  cover  both  taxes  and  a  hefty  return  on 
investment.  Hence  the  hospital  chains  have :  turned  into 
some  of  the  most  dazzling  growth  companies  in  U.S. 
business,  with  outfits  like  Humana,  Hospital  Corp.  of 
America  and  National  Medical  Enterprises  piling  up  rec- 
ords that  most  of  the  high-flying  technology  companies 
would  envy. 

For  200  years  now,  the  industrial  world  has  balanced 
productivity  and  employment  by  paying  more  for  less 
work — confounding  both  Karl  Marx  and  the  machine- 
smashing  Luddites.  There  is  absolutely  no  reason  to  be- 
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;ve  things  will  be  much  different  in  the  future,  when 
anufacturing  can  be  expected  to  employ  as  few  people  as 
rriculture  does  now. 

What  the  recession  has  made  clear  is  that  the  services  are 
)  longer  merely  the  passive  instruments  of  the  manufac- 
ring  economy.  They  are  not  only  productive  in  their  own 
*ht,  but  the  source  of  much  of  the  strength  of  the  manu- 
i  cturing  economy.  Far  from  filling  the  parasitic  role  econo- 
jists  from  Adam  Smith  to  Karl  Marx  have  assigned  to 
i  em,  the  services  stimulate  the  demand  for  goods  and  draw 
e  economy  forward  like  Dr.  Dolittle's  Pushmi-Pullyu. 
i3U  buy  an  auto  because  GMAC  or  Beneficial  will  extend 
je  credit  on  favorable  terms.  You  buy  a  Chrysler  instead  of 
j  Volkswagen,  or  a  Toyota  rather  than  either,  because  you 
lxi  count  on  the  local  repair  and  maintenance  services.  In 
ie  end,  a  product  is  not  a  product;  it  is  a  service, 
i  The  same  principle  applies  to  industry  itself.  It's  obvi- 
is  the  transportation  and  communications  services  alone 
:nerate  a  heavy  demand  for  all  sorts  of  manufactured 
>ods — from  rail  cars  and  highway  trucks  to  power  plants 
id  communications  cable.  Equally  important,  an  Interna- 
ional  Trade  Commission  study  last  fall  indicated  as  much 
,  $48  billion,  or  close  to  25%  of  the  U.S.'  1982  merchan- 
'se  exports,  may  have  been  generated  by  demand  from 
a  .S.  service  businesses  overseas.  This  would  include  office 
rniture  and  computers,  bulldozers  and  airline  reserva- 
ions  equipment,  food  provisions  and  hospital  supplies. 
.S.  companies  are  inclined  to  order  equipment  that's 
miliar  to  them,  whether  it's  a  U.S.  hospital  management 
)mpany,  a  U.S.  engineering  and  construction  company  or 
fen  a  U.S.  insurance  company  specifying  U.S.  goods  in 
jriting  a  policy.  Less  directly,  U.S.  motion  pictures  and 
it  levision  have  been  promoting  U.S.  goods  worldwide  for 
iterations,  and  they  still  do,  as  the  anti-American  Mit- 
;  rrand  government  bitterly  complained  at  February's  Par- 
i  Conference  on  culture. 

There's  no  doubt  that  the  services  play  a  major  role  in 
.suring  the  U.S.'  position  in  world  trade.  Instead  of  fol- 
ijiwing  the  flag,  trade  now  follows  the  likes  of  Bechtel, 
i.uor  and  Morrison-Knudsen.  In  most  years  out  of  the  last 
•n — 1982  was  one  exception — services  helped  keep  the 
.S.'  overall  balance  of  payments  in  surplus. 
•  Instead,  then,  of  following  the  Pied  Piper  of  "reindus- 
ialization,"  the  U.S.  should  be  concentrating  its  efforts 
:i  strengthening  the  services.  Tax  policy  provides  incen- 
ves  for  manufacturing — investment  tax  credits  and  de- 
'eciation  allowances,  for  instance,  but  it  offers  virtually 
athing  comparable  to  the  services,  not  even  writeoffs  for 
:search  and  development  expenses.  U.S.  export  promo- 
on  and  finance  policies  are  similarly  biased  toward  man- 
acturing  and  agriculture.  Instead  of  badgering  the  Japa- 
!ese  about  beef  and  oranges,  the  U.S.  might  better  concen- 
ate  on  services  that  involve  many  more  American  jobs. 
None  of  this  means  that  the  U.S.  will  not  in  the  future 
lake  steel  and  autos  or  mine  copper  or  coal.  Not  at  all:  A 
5%  shrinkage  in  the  agricultural  work  force  did  not  make 
ie  U.S.  dependent  on  foreign  meat  and  grain.  It  suggests, 
owever,  that  most  American  capital  and  management 
•ould  be  better  invested  in  newer,  service-directed  indus- 
ies,  and  a  partial  dependence  on  imports  would  not  hurt 
ur  economy.  In  short,  mindless  reindustrialization  isn't 
ie  way  to  go. 

If  we  do  right  by  our  growth  industries,  we  may  well  end 
p  doing  right  by  the  traditional  manufacturing  industries 
>  well.  To  paraphrase  Moliere's  M.  Jourdain:  "You  mean 
ie  U.S.  has  been  a  service  economy  all  these  years  and  I 
ldn't  even  know  it?"  That's  right,  you  didn't.  And  nei- 
ler,  unfortunately,  did  most  of  our  politicians  and  busi- 
essmen  and  liberal  economists.  ■ 


They 
have  seen 
the  future 

Aware  of  the  power  of  the  new  electronic  technologies, 
«most  people  today  have  an  intense  sense  of  "tomor- 
row"— and  not  a  little  anxiety  about  it.  Tomorrow  seems 
almost  here,  but  it's  not  at  all  clear  how  pleasant  most 
people  will  find  it.  The  new  technologies  may  be  dazzling, 
but  are  they  leading  us  toward  a  heaven  on  earth  or  a  hell? 

Men  have  been  erecting  ideas  of  justice  or  order  or  peace 
or  freedom — building  Utopias — at  least  since  the  moment 
God  drove  Adam  and  Eve  eastward  from  Eden  lest  they  eat 
of  the  tree  of  life  and  live  forever.  The  Biblical  Paradise,  the 
Platonic  Republic,  the  Augustinian  City  of  God,  the  Marx- 


Eden,  man's  first  vision  of  Utopia 
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ian  classless  society — the  vi- 
sions have  changed  as  human 
life  and  human  possibilities 
have  changed.  But  the  most 
enduring  visions  all  bear 
something  of  the  same  heart- 
stopping  vision  that  moved 
John  in  the  Apocalypse: 

"And  I  saw  a  new  heaven 
and  a  new  earth.  .  .  .  And  I 
heard  a  great  voice  out  of  heav- 
en saying,  'Behold,  the  taber- 
nacle of  God  is  with  men  .  .  . 
and  there  shall  be  no  more 
death,  neither  sorrow,  nor  cry- 
ing, neither  shall  there  be  any 
more   pain,   for  the  former 
things  are  passed  away.'  And 
— — am         i  i  — —   he  that  sat  upon  the  throne 
said,  'Behold,  I  make  all  things  new.'  " 
Below,  some  notable  visions  past  of  Utopias  to  come. 

Sir  Thomas  More 
Utopia 
1516 

The  term  "utopia"  was  coined  by  Thomas  More — pun- 
ning on  the  Greek  for  "no  place"  and  "good  place" — in  his 
account  of  an  island  discovered  by  shipwrecked  sailors. 
Poverty  and  injustice  no  longer  exist.  All  adults  work  six 
hours  a  day  for  the  common  good,  and  all  children  receive 
schooling.  There  is  no  money  or  private  wealth — iron  is 
valued  more  than  gold — and  all  citizens  are  treated  equally 
and  elect  their  political  and  religious  leaders  by  vote. 

To  modern  temperaments,  More's  Utopia  seems  a  highly 
regulated  society,  just  as 
Plato's  Republic  does. 
Complete  religious  free- 
dom prevails,  but  not  for 
those  who  deny  Provi- 
dence and  the  immortality 
of  the  soul.  It  is  puritan- 
ical— "no  wine-taverns, 
no  ale  houses,  no  brothels, 
no  opportunities  for  seduc- 
tion, no  secret  meeting 
places.  Everyone  has  his 
eye  on  you.  ..."  The  chief 
pleasures  are  good  behav- 
ior and  a  clear  conscience. 

More  wrote  Utopia  part-  mmmmmmmmmmm9mawmmmmmmmmmmmwmm 
ly  as  a  critique  of  the  repressive  institutions  of  his  time. 
The  work  caused  an  uproar  in  the  Church  and  helped  feed 
the  religious  unrest  that  was  soon  to  ignite  in  the  Reforma- 
tion. A  considerable  irony,  that,  since  More,  who  became 
Lord  Chancellor  of  England,  was  later  executed  by  Henry 
VIII  for  defending  the  Church  against  the  state. 

Sir  Francis  Bacon 
New  Atlantis 
1627 

Francis  Bacon's  New  Atlantis,  published  a  century  after 
Utopia,  reflects  the  dawning  of  the  modern  era.  Bacon's 
Utopia  is  built,  not  upon  law,  as  in  Plato  or  More,  but  upon 
science  and  human  achievement.  Bacon  saw  science  as  the 
complement  of  religion,  not  as  a  substitute  for  it. 

As  in  More,  sailors  come  upon  an  island,  this  one  called 
Bensalem,  "The  Son  of  Peace."  Bensalem  is  dominated  by 
Salomon's  House,  a  gigantic  laboratory  devoted  to  "the 


Bacon 


effecting  of  all  things  possible."  Salomon's  House  is  dedi 
cated  to  the  study  of  "the  Works  and  Creatures  of  God,' 
and  scientific  knowledge  is  not  only  the  possession  of  tha 
state,  it  is-the  possession  of  the  elite  that  controls  it.  Bacorj 
describes  an  elaborate  system  in  which  "mystery  men,' 
"merchants  of  light"  and  other  scientists  gather  biologica 
samples,  conduct  experiments  and  monitor  researcn 
abroad,  with  the  object  of  expanding  human  knowledge 
and  power.  The  result  is  a  society  committed  to  progress) 
comfort  and  even  luxury,  one  in  which  modern  man  might 
feel  at  home. 

Bacon's  Utopia  was  a  radi- 
cal assertion  of  the  impor- 
tance and  legitimacy  of  sci- 
ence. It  proved  to  be  a  pow- 
erful influence  in  the 
process  by  which  church 
doctrine  began  to  accom- 
modate science.  A  genera- 
tion later  it  provided  the  in- 
spiration for  the  foundation 
of  the  Royal  Society. 


Edward  Bellamy 
Looking  Backward 
1888 

Edward  Bellamy's  Look- 


Bellamy 


ingBackward offered  a  socialist  view,  late  Victorian  vintage 
of  progress.  A  wealthy  Bostonian  falls  asleep  in  1887  and 
awakes  in  the  year  2000  to  find  all  industrial  problems  haw 
been  solved  in  an  era  of  "unexampled  intellectual  spleni 
dor."  The  triumph  of  monopoly  capitalism  has  led  to  itj 
takeover  by  the  state.  Hunger  is  no  more,  technology  haj 
been  harnessed  for  the  benefit  of  all,  and  industries  havj 
been  nationalized.  Money  no  longer  exists,  and  the  statf 
governs  all  enterprises,  from  dining  halls  to  dormitories 
Workers  share  equally  in  the  nation's  resources,  but  everw 
one  is  thoroughly  regimented.  A  citizen  is  schooled,  hj 
joins  the  industrial  army,  in  time  he  retires  and  is  the! 
permitted  to  vote.  A  sense  of  mutual  responsibility,  na 
self-interest,  motivates  workers.  "Each  man  is  a  member  a 
a  vast  industrial  partnership  ...  as  large  as  humanity." 

Bellamy's  book  became  an  immediate  bestseller  ani 
sparked  the  founding  of  thousands  of  societies  to  debate 
his  ideas. 

I 

William  Morris 
News  from  Nowhere 
1890 

As  convinced  a  socialist  as  Bellamy,  but  with  less  faitj| 
in  industrial  progress, William 
Morris  in  News  from  Nowhere 
rejected  the  regimentation  im- 
plicit in  Looking  Backward. 
Morris  envisioned  instead  a 
Utopia  nostalgically  based  on 
the  preindustrial  era. 

Both  Morris  and  Bellamy 
foresaw  the  coming  of  a  class- 
less society,  but  where  Bellamy 
expected  peaceful  transition, 
Morris  foresaw  the  system's 
destruction  by  revolution. 
Morris  portrays  life  after  a 
bloody  civil  war  in  1952,  when 
government,  private  property 
and  money  have  withered  Morris 
away.  "This  is  not  an  age  of  mmmmm 
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Show  her  she's  the  reason 


its  never  been  lonely  at  the  top. 


1  he  extraordinary  diamond 
of  a  carat  or  more. 

Show  the  world  you  couldn't  have  made 
it  without  her. 

A  diamond  is  forever.  De  Beers 


A  carat  or  more— one  in  a  million. 

Everv  diamond  is  rare. 
But  of  alf  diamonds  found,  a  solitaire  of 
a  carat  or  more  is  only  one  in  a  million. 

And,  like  love,  becomes  more  precious 
with  time. 

A  miracle  among  miracles. 
Born  from  the  earth.  Reborn  on  a  woman. 

The  extraordinarv  diamond 


Butler 


inventions.  The  last  epoch 
did  all  that  for  us." 

Like  Samuel  Butler  in  his 
1872  satire,  Erewhon  (no- 
where spelled  backward), 
Morris  rejected  technology. 
He  fantasized  about  dis- 
carding machines  and  re- 
turning to  creative  hand 
workmanship.  His  eco- 
nomic schemes  strike  read- 
ers today  as  hopelessly  na- 
ive, but  they  presciently  an- 
nounce a  concern  for  the 
quality  of  life:  "Thus  at  last 
and  by  slow  degrees  we  got 

pleasure  into  our  work  .  .  .  and  then  all  was  gained  and  we 
were  happy." 

H.G.  Wells 
Things  to  Come 
1936 

In  his  celebration  of  science  and  technology,  Herbert 
George  Wells  was  a  descendant  of  Bacon,  and,  in  many 
ways,  Bellamy.  A  socialist,  propagandist  and  novelist, 
Wells  trained  in  biology  under  the  eminent  T.H.  Huxley. 

He  nursed  notions  of  Utopia  all  his 
life,  infusing  them  with  his  faith  in 
science  and  his  commitment  to  the 
idea  of  progress.  Half  science  fiction, 
half  Utopian  tract,  Wells'  vision  was 
embodied  in  Alexander  Korda's  1936 
film,  Things  to  Come.  The  movie  of- 
fers a  vision  of  life  as  unending 
struggle,  made  meaningful  by  man's 
quest  for  knowledge  and  power.  In 
Wells'  story,  engineers  and  mechan- 
ics— "the  brotherhood  of  science" — 
save  the  world  from  meaningless 
warfare,  ushering  in  the  "triumph  of 
human  invention  and  human  will." 
Everyone  shares  equally  in  the  work 
and  abundance  of  the  nation. 

But  unlike  earlier  Utopias,  from 
Plato's  to  More's  to  Morris',  life  in 
Wells'  21st  century  is  neither  simple 
nor  stable.  "For  man  no  rest  and  no 

■i-    ii    i    ending.  He  must  go  on — conquest 

beyond  conquest.  .  .  .  And  when  he  has  conquered  all  the 
deeps  of  space  and  all  the  mysteries  of  time — still  he  will 
be  beginning." 

Aldous  Huxley 
Brave  New  World 
1932 

Aldous  Huxley  turned  the  technological  visions  of  Bacon 
and  Bellamy  upside  down  in  Brave  New  World.  Science  has 
made  all  26th-century  men  happy  and  equal,  but  by  destroy- 
ing their  individuality.  To  T.H.  Huxley's  most  famous 
grandson,  Utopia  becomes  dystopia — a  Utopia  gone  awry. 

In  a  world  state  where  Henry  Ford  is  God,  people  are 
scientifically  conditioned  to  ensure  "Community,  Identi- 
ty &  Stability."  The  principle  of  mass  production  has  been 
applied  to  biology:  One  fertilized  human  egg  produces  96 
identical  twins,  some  alphas  (leaders)  and  others,  gammas 
(drudges).  Children  are  taught  through  electroshocks  and 
dream  hypnosis.  Adults  are  pacified  through  pleasure — 
narcotics,  casual  sex,  the  pornographic-movie-like  "feel- 


Wells 
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ies."  Intellectual  life?  The  mind  has  become  an  accumula 
tion  of  "Suggestions  from  the  State." 

George  Orwell 
1984 
1948 

Orwell,  like  Huxley,  turned  science  into  nightmare,  bu 
moved  up  the  date  considerably.  In  the  bleak,  hopeles 
dystopia  of  1984  technology  exists  only  in  the  service  a 
political  manipulation  and  repression.  A  socialist  himsell  | 
a  journalist  as  well  as  a  novelist,  Orwell  attacks  th 
totalitarian  impulses  of  Soviet  collectivism  and  Westeri 
technology  alike. 

Possessed  of  Huxley's  dark  vision  but  unrelieved  h 
Huxley's  humor  ("Ford's  in  his  flivver,  all's  well  with  th 
world"),  Orwell  in  1984  posits  a  world  without  truth 
peace,  love  or  plenty.  Big  Brother  is  everywhere,  watching 
Telescreens  spy  out  people's  every  word  and  movement 
Thought  police  hunt  down 
the  most  dangerous  criminals 
of  all — those  who  stray  in 
their  thoughts.  Rebels  soon 
become  "unpersons,"  and  in- 
formation technology  permits 
all  records  of  their  very  exis- 
tence to  be  erased. 

"Technological  progress 
only  happens  when  its  prod- 
ucts can  in  some  way  be  used 
for  the  diminution  of  human 
liberty,"  charges  a  manifesto 
against  the  state. 

1984  may  be  an  almost 
phobic  response  to  20th-cen- 
tury technological  and  politi- 
cal trends,  but,  like  Brave 
New  World,  it  has  set  the  con- 
text within  which  many  of  the  political  and  technologi 
cal  developments  of  today  are  assessed. 

The  Bearers  of  Tomorrow 

Clearly  it  has  always  been  true  that  the  very  future  tha  | 
exhilarates  one  observer  terrifies  another.  How  shall  w~ 
find  our  way? 

As  a  guide  to  steer  by,  the  late  computer  scientis 
Christopher  Evans  recommended  looking  to  slave  soci 
eties — ancient  Greece  or  Rome,  Czarist  Russia,  the  ante 
bellum  South  (perhaps  even  South  Africa)— and  being  c 
good  cheer,  or  at  least  keeping  an  open  mind.  For  us,  he  saic 
the  burden  of  labor  will  be  assumed  by  machines,  no 
slaves.  Unemployment?  Leisure?  The  difference  betweei 

these  two  states  of  being  is  no 
absolute.  Rather,  it  may  ex 
press  a  point  of  view.  Evan 
expected  people  to  be  commit 
ted  to  sport  and  exercise,  cul 
tural  and  artistic  activities 
even  worshipping  gods  cen 
tered  on  the  computer.  Not  fo 
Evans  is  Wells'  vision  of  man' 
unending  aspiration.  "Twenty 
first  century  homo  sapiens,"  h 
theorized,  "will  immerse  him 
self  totally  in  TV,  leaving  th 
twin  challenges  of  space  an 
time  to  the  computers." 

"Behold,  I  make  all  thing 
new." — Jill  Andresky 


Orwell 
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Allied's  got  a  good  business  sense. 


0 1983  Allied  Corp 


Three  years  ago,  we  smelled  an  opportunity  to  grow. 
In  Electronics. 

Just  look  at  us  now.  We're  into  Financial  Transaction  Systems, 
Satellite  Computer  Data  Transmission, Telecommunications,  Military  Data  Systems,  Industrial  Lasers 
still  with  us?),  Military/ Aerospace  Connectors, Electronic  Engine  Controls, 
wiation  Electronics  and  Oceanics  (whew!). 

All  this  gives  us  a  sizable  and  significant  presence  in  one  of  the 
astest-growing  industries  in  the  world.  And  in  just  three  short  years. 
How's  that  for  good  business  sense? 

We  mean 
business. 


^ALLIED 

.±^pA^  Corporation 


Chemicals/Fibers  &  Plastics/Oil  &  Gas/Electronics/Aerospace/Automotive/lndustnal/Health  &  Scientific 


YOU'RE  THE  MOST  IMPORTANT 
SAFETY  FEATURE  IN  EVERY  CAR. 


Every  GM  car  and  truck  is 
designed  with  your  safety  in 
mind. 

Safety  is  a  goal  from  the  first 
sketches  of  a  new  car,  through 
design  models  and  prototypes, 
up  to  final  production— and  even 
beyond.  Hundreds  of  our  best 
engineers,  test  drivers,  and 
mechanics  are  working  full-time 
to  help  protect  the  driver  and 
passengers. 


Leadership  in  safety  testing. 

The  GM  safety  team  has 
developed  most  of  the  technology 
for  crash  testing  and  research 
in  the  industry.  That  includes 
an  advanced 


anthropomorphic  dummy,  called 
Hybrid  EI,  which  helps  increase 
our  understanding  of  how  much 
force  a  human  body  might  be 
subjected  to  during  a  crash. 

For  the  design  process,  we 
developed  a  variety  of  computer 
modeling  techniques  to  describe 
a  car's  structure.  Many  of  these 
techniques  are  as  sophisticated 
as  those  used  in  the  space 
program.  And  we've  also  devel- 
oped static  crusher  tests  to 
determine  how  different  struc- 
tures respond  to  stress. 

Let's  get  it  together. 
Buckle  up. 

No  matter  how  advanced 
our  science  and  engineering, 
to  a  great  extent  you  determine 
your  own  safety.  Nothing  can 
take  the  place  of  driving  care- 
fully and  using  your  seat  belt. 
So  please  do  your  part  and 
buckle  up. 

The  bottom  line: 
built-in  safety. 

Meanwhile,  we'll  keep  on 
doing  our  part  by  continuing  to 


do  extensive  research  on  safety 
research  that  includes  analysis 
of  actual  accidents  as  well  as 
efforts  to  discover  even  better 
ways  to  measure  human  impac 
tolerance. 

Over  the  years,  GM's 
commitment  to  safety  has  pro 
duced  many  built-in  safeguard^ 
including  energy -absorbing 
steering  columns  and  instrumen 
panels,  laminated  safety -glass 
windshields,  inertial  seat  back 
latches,  and  lap  and  shoulder 
belts  with  comfort  and  conven- 
ience features. 

A  new  kind  of  excellence. 

We  believe  GM  stands  for 
something  special  in  the  eyes  o: 
the  American  public. 

It  stands  for  excellence.  Anc 
continuing  excellence.  So  that 
now,  next  year  and  the  years 
after  that,  we  want 
always  to  be: 
the  best  GM  ever. 


Chevrolet 
Pontiac 
Oldsmobile 
Buick 
Cadillac 
GMC  Truck 


WE'RE  THE  BEST  GM  EVER 


Technology 


;  Foreign  invaders,  cheap  imports  and  poor 
[productivity  have  made  the  U.S.  honey  in- 
dustry anything  hut  the  bees  knees. 


Commie  bees, 
killer  bees 


By  Robert  Teitelman 


T (here's  enough  melodrama  in 
the  plight  of  the  U.S.  honey  in- 
dustry these  days  to  make  a  good 
B"  movie.  Not  only  is  it  reeling  un- 
der swarms  of  cheaper,  foreign  honey, 
but  there  is  a  low,  ominous  drone 
coming  out  of  Washington,  the  sound 
of  bureaucrats  threatening  to  yank 
(away  price  supports.  Even  worse:  The 
African,  or  killer  bee,  really  is  coming. 

What  brings  the  honey  industry  to 
such  a  precarious  state?  Ironically,  it 
iwas  a  sweet,  brief  taste  of  success. 
Americans  have  tradi- 
tionally consumed  less 
honey  than  Europeans — 
less  than  a  pound  per 
{person  per  year  to  West 
Germany's  four  to  five — 
so  honey  production  re- 
mained low,  and  the  in- 
dustry has  tended  to  re- 
(main  in  the  hands  of 
hobbyists.  But  in  the  ear- 
ly 1970s,  American  con- 
3  jsumers  went  on  a  natural-foods  kick. 
That  forced  up  demand  at  a  time 
when  honey  production  had  begun  a 
decade-long  decline,  for  reasons  still 
unknown  to  scientists.  Raise  demand 
and  lower  supplies  and  prices  natural- 
fly  go  up:  from  15  cents  a  pound  in 
1969  to  50  cents  a  pound  in  1974. 
That  jump  was  more  than  enough  to 
;  attract  hungry  producers  from  Mexi- 
jco,  Argentina  and  the  People's  Repub- 
lic of  China. 

With  so  much  foreign  honey  oozing 
into  the  American  market,  pricing 
:  started  to  get  sticky.  By  1980  the  parity 
;  price,  which  is  partly  based  on  a  ten- 
year  average  of  market  prices,  had  ris- 
en above  the  market  price.  U.S.  pro- 
ducers then  began  selling  their  honey 

III  to  the  government  instead  of  trying  to 
fight  it  out  in  the  open  market.  Like 


Winnie  the  Pooh,  the  U.S.  Department 
of  Agriculture  found  the  honeypot 
stuck  on  its  head,  to  the  tune  of  some 
39  million  pounds  in  1981  alone. 

But  parity  is  no  solution.  If  prices 
stay  low,  the  parity  price  will  inevita- 
bly drop.  Meanwhile,  a  debt-burdened 
Administration  is  trying  to  pull  the 
honeypot  off  its  head  by  having  the 
support  price  set  at  the  discretion  of 
the  Secretary  of  Agriculture. 

Fighting  over  parity  is  silly.  The 
honey  industry  could  deal  with  the 
problems  of  imports  by  improving 
their  lackluster  marketing  to  increase 
consumption.  The 
American  Beekeeping 
Federation,  the  largest 
trade  group,  has  mount- 
ed several  voluntary 
marketing  campaigns  in 
the  past,  but  each  time 
they  fizzled,  as  contribu- 
tions dried  up.  The  in- 
dustry has  also  failed  to 
tend  to  the  bottom  line. 
In  most  regions,  bee- 
keepers provide  pollination  service  to 
farmers  for  free.  That  service  ought  to 
be  worth  something,  given  the  esti- 
mated $18  billion  pollination  adds  to 
the  U.S.  fruit  and  nut  crop.  "Part  of  it  is 
tradition, "  says  Troy  Fore,  the  editor  of 
The  Speedy  Bee,  a  trade  newsletter. 
"Beekeepers  would  rather  make  mon- 
ey off  honey  than  pollination.  And 
many  farmers  figure  they  can  do  with- 
out." Beekeeping  hobbyists  can  afford 
not  to  charge  for  pollination,  but  com- 
mercial beekeepers  cannot.  In  Califor- 
nia and  Washington,  where  large  fields 
are  common,  beekeepers  typically  get 
$20  per  colony  to  pollinate,  taking  in 
about  50%  of  their  revenues  in  fees, 
compared  with  10%  nationwide. 

Using  those  fees,  the  undercapital- 
ized industry  could  increase  produc- 
tivity. In  the  past  20  years,  mechani- 
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cal  honey  extractors  have  become 
common,  though  little  else  has 
changed.  Although  some  plastic  hives 
are  now  used,  most  beekeepers  still 
use  wooden  hives.  One  insulated  plas- 
tic hive,  developed  by  Rotoplas,  an 
Israeli  company,  reduces  the  bees' 
consumption  of  their  own  honey.  But 
David  Cale,  purchasing  manager  of 
Dadant  &.  Sons,  Inc.,  a  beekeeper  sup- 
plies firm,  is  gloomy  about  the  hive's 
prospects  in  the  U.S.  The  Rotoplas 
hive  is  more  expensive  than  wood  and 
round,  and  U.S.  beekeepers  are  set  up 
to  service  square  hives.  It  is  molded  in 
one  piece,  so  it  can't  be  knocked  apart 
for  transport.  Moreover,  claims  Cale, 
U.S.  bees  don't  like  it.  "They'll  only 
accept  it  during  the  most  intense  hon- 
ey flow,  when  they  don't  have  any 
choice." 

But  plastic  hives  are  not  the  only 
weapon  of  the  research  lab.  Geneti- 
cists are  hard  at  work  on  honeybees 
that  are  both  more  manageable  and 
productive.  And  entomologists  have 
been  seeking  to  increase  the  efficien- 
cy of  the  hive.  One  recent  example: 
Dr.  Alfred  Dietz  of  the  University  of 
Georgia  has  devised  a  way  to  allow  a 
queen  larva,  or  egg,  to  emerge  within 
the  hive  itself.  Usually  this  virgin 
queen  would  be  killed  while  the  old 
queen  was  still  alive.  By  segregating 
the  virgin  but  allowing  it  some  social 
contact,  the  virgin  can  begin  repro- 
duction immediately  upon  the  death 
of  the  queen.  The  result:  88%  more 
queens  can  be  produced. 

The  real  excitement,  however,  lies 
with  pheromones,  chemical  com- 
pounds that  bees  use  to  communicate, 
to  mark  trails  or  indicate  danger.  The 
possibilities  are  enormous:  Sub- 
stances in  beeswax  combs,  for  exam- 
ple, may  be  used  to  stimulate  honey 
production.  "The  emphasis  is  on  pro- 
ductivity and  management,"  says  Ha- 
chiro  Schimanuki  of  the  Bioenviron- 
mental  Bee  Laboratory.  "We  need 
ways  to  control  bees,  to  attract  them 
when  we  want  them,  to  send  them  to 
certain  areas  and  keep  them  from 
swarming." 

Pheromone  research  has  taken  on  a 
real  urgency,  not  only  to  save  the  US. 
industry  from  imports  but  to  beat  back 
the  African  bees,  which  are  slowly 
heading  toward  the  U.S.'  major  bee- 
keeping regions.  These  bees,  brought 
to  Brazil  in  1956  in  a  breeding  experi- 
ment that  went  awry,  are  smaller  than 
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Beelines 

The  beehive  consists  of  several  stacked  chambers.  In  the  brood  chamber, 
male  drones  continually  fertilize  the  egg-laying  queen.  The  female  work- 
ers scout  foi  food  and  fill  beeswax  cells  full  of  honey  in  the  super. 
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the  European  honeybee,  meaner  and, 
so  far,  uncontrollable.  When  they  in- 
vade a  hive,  they  kill  the  queen  and 
substitute  their  own,  thereby  dooming 
the  remaining  worker  population  to 
extinction.  While  stories  of  killer  bee 
ferocity  are  a  tad  exaggerated,  econom- 
ic fear  of  them  is  real.  In  Venezuela, 
honey  production,  zooming  along  at 
700  tons  in  1976,  dropped  to  100  tons 
in  1978  after  the  killer  bees  buzzed  in. 
Today  the  nasty  invaders  are  in  Pana- 
ma; by  1990  they  could  be  in  the  south- 
ern U.S. 

This  melodrama  isn't  over  yet.  Can 
the  U.S.  honey  industry  get  its  own 
hive  in  order?  Can  swarms  of  imports 
be  beaten  off?  Can  new  technology 
take  the  sting  out  of  the  killer  bees? 

Stick  around. 

The  sleep  disease 

Consider  this:  At  a  major  corpora- 
tion's annual  meeting,  in  the  pres- 
ence of  hundreds  of  stockholders  and 
the  entire  board,  the  CEO  suddenly 
slumps  over  in  his  chair.  Heart  attack? 
No,  worse.  Stockholders  might  be  will- 
ing to  forgive  a  CEO's  death,  but  they 
are  apt  to  be  merciless  when  the  man  of 
the  hour  falls  asleep  at  the  podium. 

Implausible?  Not  according  to  Dr. 
David  Rapoport,  assistant  professor  of 
medicine  at  New  York  University, 


who  works  at  New  York's  Bellevue 
Hospital.  For  the  executive  who  falls 
asleep  at  the  wheel  of  his  car  or  who 
has  to  give  up  his  job  because  he  can't 
keep  awake,  "Pickwickian  Syn- 
drome," named  after  Charles  Dick- 
ens' first  complete  description  of  the 
affliction  in  Pickwick  Papers,  is  no 
yawning  matter. 

For  many  years,  medical  researchers 
ascribed  the  problem  of  sudden  and 
recurring  somnolence  to  "under- 
breathing.  "  Patients  could  not  oxygen- 
ate their  blood  sufficiently  to  main- 
tain alertness  when  they  wanted  to. 
But  since  the  mid-1970s  doctors  have 
increasingly  linked  Pickwickian  Syn- 
drome to  a  little  under- 
stood but  relatively  com- 
mon disorder  called  "ob- 
structive sleep  apnea." 

Unlike  breathing  too 
little,  sleep  apnea,  as  its 
name  denotes,  is  a  tempo- 
rary cessation  of  breathing 
during  sleep.  Apnea  is 
Greek  for  "no  breathing." 
While  most  laymen  as- 
sume that  breathing  is 
automatic,  researchers 
have  discovered  that 
breathing  is  a  complex 
neuromuscular  activity. 
Normally,  when  a  person 
inhales,     the  muscles 
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around  the  airway  above  the  vocal 
chords  stiffen  to  keep  the  airway 
open.  When  a  person  sleeps,  those 
muscles  relax  a  bit  and  airflow  is  re- 
stricted. When  the  relaxation  is  too 
severe,  the  airway  closes,  and  breath- 
ing ceases. 

According  to  Rapoport,  this  pro- 
cess, wrhen  it  is  occasional,  is  neither 
abnormal  nor  harmful.  "Most  people 
have  ten  apneas  a  night  for  a  duration 
of,  say,  up  to  20  seconds,"  says  Rapo- 
port. "A  victim  of  severe,  obstructive 
sleep  apnea,  however,  may  stop 
breathing  twice  every  minute.  Over 
an  eight-hour  spell,  that's  almost 
1,000  apneas."  And,  adds  Rapoport, 
people  with  Pickwickian  Syndrome 
almost  invariably  have  the  worst,  and 
most  frequent,  sleep  apneas. 

To  illustrate  more  clearly  how  the 
disorder  manifests  itself,  Rapoport 
plays  a  tape  recording  of  a  sleep  apnea 
victim.  One  hears,  in  repeated  succes- 
sion: nothing  for  25  seconds  or  so, 
then  five  or  six  quick  breaths  preced- 
ed by  an  implosive  grunt  or  snort, 
then  nothing  again.  During  the  silent 
phase  of  the  cycle,  the  victim's  chest 
heaves  as  if  he  were  breathing,  but 
because  the  airway  has  temporarily 
collapsed,  no  air  can  actually  reach 
the  lungs.  The  victim  may  be  un- 
aware of  the  cycle,  which  can  go  on 
for  hours  of  apparent  sleep. 

However,  as  recordings  of  brain 
waves  show,  victims  actually  wake 
up  each  time  they  start  breathing 
again  and  then  fall  back  asleep  after 
taking  a  few  breaths.  Says  Rapoport: 
"A  victim  might  think  he  has  been 
asleep,  but  he  has  really  been  waking 
up  twice  or  more  every  minute. 
That's  hardly  a  restful  experience." 
Which  explains  why  those  suffering 


Apnea  researchers Drs.  Rapoport,  Goldringand Garay 
Examining  the  mysteries  of  a  bad  night's  sleep. 
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Kyou  don't 
evaluate 
Wing  computers, 
you  run  the  risk 
of  automating 
your  office 

too  late, 

for  too  much, 

with  too  little. 

This  isn't  the  time  to  mince  words.  Office 
automation  is  coming.  It's  inevitable.  Because 
computer  technology  can  help  your  people  do 
their  jobs  so  much  better,  so  much  easier.  But 
every  day  your  company  puts  off  the  decision  to 
automate,  you  risk  falling  behind  your  increas- 
ingly productive  competition. 

That's  why  you  should  talk  to  Wang. 

Wang  is  the  only  computer  company  that 
can  fully  automate  your  office  today.  We  have 
the  systems  to  handle  all  kinds  of  information: 
words,  numbers,  images  and  voice.  The  tech- 
nology to  let  your  people  share  all  that  informa- 
tion effectively.  Products  so  easy  to  use  everyone 
can  use  them.  And  the  resources  to  serve  you 
anywhere  in  the  world. 

Remember,  sooner  or  later  you'll  automate. 
But  the  sooner  the  better  with  Wang. 

For  a  presentation  on  Wang  office  auto- 
mation, call  1-800-225-9264.  Or  write  to 
Wang  Laboratories,  Inc.,  Business  Executive 
Center,  One  Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation  Computer  Company 
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g  Switch:  A  complex,  widely  dispersed  telephone 
stem  demands  the  best  of  its  managers, 
exibility.  Pragmatism.  Efficiency.  And  most  of 
,  a  willingness  to  pioneer.  In  1976,  Continental 
lecom's  Telephone  Group  became 


the  first  Ameri- 
telephone  company  to  apply  digital  switching 
the  network.  Today,  Contel  is  still  "more  digital" 
an  any  other  phone  company  in  the  nation, 
the  end  of  the  decade,  100%  of  the  system  will 
stored  program  computer  controlled.  Another 
.  By  solving  problems  on  a  small  scale,  we 
ve  broken  through  in  a  big  way.  From  telephony 
satellites.  Architects  of  telecommunication. 

TO  CONTINENTAL  TELECOM  INC  ,  DEPT.  202.  245  PERIMETER  CENTER  PARKWAY.  ATLANTA  GA  30346  .^m*-     in*  —  — —  Bam 
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severe  apneas  can  involuntarily  nod 
off  at  totally  inappropriate  moments. 

What,  then,  causes  airway  obstruc- 
tion during  sleep?  Medical  research- 
ers don't  know,  although  they  do 
point  to  a  number  of  conditions  that 
seem  to  be  associated  with  the  disor- 
der. For  example,  children  with  big 
tonsils  are  apparently  more  prone  to 
apneas  than  those  without;  men — es- 
pecially the  overweight,  middle-aged 
variety — are  more  likely  to  suffer  ap- 
neas than  women  of  any  age  or  size. 
Also,  studies  suggest  that  people  who 
have  suffered  traumas  to  the  face  or 
nose  are  prone  to  apneas,  and  drugs 
and  alcohol  may  predispose  a  person 
to  the  disorder.  Additionally,  aside 
from  excessive  daytime  sleepiness, 
there  are  a  number  of  clinical  features 
associated  with  sleep  apnea:  noisy 
snoring,  sexual  impotence,  morning 
headache,  bedwetting,  hypertension, 
intellectual  and  personality  changes 
and,  worst  of  all,  unexplained  noctur- 
nal death.  Says  Rapoport:  "It  seems 
that  sleep  apnea  might  be  a  minor 


disease  which  causes  major  problems, 
or  it  may  be  an  important  component 
of. a  lot  of  other  diseases." 

There  is,  fortunately,  one  definitive 
cure  for  obstructive  sleep  apnea — a 
tracheostomy,  which  creates  a  bypass 
below  the  upper  airway  obstruction. 
But  a  tracheostomy  is  not  very  cos- 
metic: Breathing  through  an  opening 
in  one's  throat  is  not  too  appealing, 
and  there  is  a  danger  of  infection. 

More  important,  sudden  relief  from 
the  apneas  can  have  an  unpleasant 
psychological  impact.  Rapoport 
points  out  that  some  patients,  after 
relief,  suddenly  discover  they  have 
been  hamstrung  for  years — perhaps  a 
good  portion  of  their  adult  lives — by 
what,  in  retrospect,  seems  a  fairly 
simple  ailment.  It  is  as  if,  says  Rapo- 
port, they  suddenly  wake  up  and  dis- 
cover they  have  lost  a  good  chunk  of 
their  lives,  or  time  that  might  have 
been  lived  more  fully  and  effectively. 
Severe  depression,  therefore,  can  oc- 
casionally be  one  result  of  a  cure. 

The  problem,  says  Rapoport,  is  that 
most  patients  don't  have  apneas  se- 
vere enough  to  warrant  a  tracheosto- 
my. For  them,  Rapoport  and  his  col- 
leagues are  experimenting  with  an  ap- 
proach initially  tried  in  Australia:  a 
mask  that  fits  over  the  nose  and  is 


No  yawning  matter 

Researchers  can  map  the  duration  and  effects  of  obstructive  apneas  with 
graphs.  The  apnea  tracked  in  the  charts  below  lasted  for  18  seconds.  The 
abdominal  and  chest  movements  show  that  the  victim  tried  to  inhale  or 
exhale,  but  the  obstruction — the  collapsed  windpipe — blocked  the  flow 
of  air.  As  a  consequence,  oxygen  saturation  of  the  blood  was  beiow 
normal  levels  half  the  time  the  victim  tried  to  sleep.  This  victim  actually 
had  60  apneas  every  hour. 
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worn  at  night  to  provide  a  positive 
pressure  on  the  airway  and  thus  keep 
it  open.  It  works,  says  Rapoport.  He 
tells  the  story  of  a  public  school  ad- 
ministrator in  New  York,  who  says 
the  device  saved  him  from  a  pink  slip. 
Taking  a  deep  breath,  Rapoport  says: 
"In  a  sense,  it  just  about  saved  his 
life." — Martin  Love 


The  bad  seed 

Do  people  have  the  right  to  get 
sick?  It  sounds  like  a  foolish 
question,  yet  it  may  emerge  as  the  key 
issue  in  occupational  health  in  the 
years  ahead.  That's  because,  increas- 
ingly, doctors  are  discovering  that 
many  diseases  are  not  simply  the  re- 
sult of  germs,  chemicals  or  hazardous 
substances  but,  at  least  in  part,  a  re- 
sult of  the  genetic  composition  of  the 
person  who  gets  sick.  And,  as  scien- 
tists have  learned  to  identify  which 
genes  are  linked  to  which  illnesses, 
genetic  screening  has  become  a  hotly 
debated  jobs  issue. 

The  reasons  are  simple.  If  people 
vary  in  their  genetic  susceptibility  to 
disease,  the  theory  goes,  then  some 
will  have  a  higher  probability  of  get- 
ting ill  from  exposure  to  chemicals 
and  dust  in  the  workplace.  Screen  out 
those  workers  and  you  cut  occupa- 
tional illness.  The  benefits  could  be 
large.  In  1981  alone,  doctors  diag- 
nosed over  126,000  cases  of  work-re- 
lated disease,  and  industry  spent  an 
estimated  $5  billion  on  employee 
safety  and  health. 

But  organized  labor  is  leery  of  ge- 
netic screening,  which  the  unions 
think  will  create  genetic  untouch- 
ables, workers  who  cannot  get  jobs 
because  of  their  heredity. 

"The  issues  under  discussion  are 
social  and  not  scientific,"  says  Shel- 
don Samuels,  director  of  health,  safe- 
ty and  environment  for  the  AFL- 
CIO's  Industrial  Union  Department. 
Samuels  and  other  labor  officials  wor- 
ry that  screening  will  encourage  in- 
dustry to  use  such  tests  as  a  legali 
defense  against  cleaning  up  the  work- 
place and  against  compensating  any 
sick  workers.  "There's  a  tendency  to 
concentrate  on  who  is  susceptible," 
says  Dr.  Rafael  Moure,  industrial  hy- 
gienist  for  the  Oil,  Chemical  &  Atom- 
ic Workers  Union,  "rather  than  on 
controlling  exposure  in  the  work- 
place. We  see  that  as  very  dangerous." 

That  charge  is  flatly  denied  by  Dr. 
Bruce  Karrh,  director  of  medicine, 
safety  and  fire  at  Du  Pont,  which  does 
not  currently  do  screening.  "If  we  ever 
do  use  genetic  tests,"  he  says,  "it 
won't  be  because  they  screen  people 
out.  If  the  tests  have  any  use,  they 
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OPT  word  processors 
speak  15  human  languages. 


Arabic 


Spanish 


English 


erman  Portuguese* 


Dutch  Modern  Danish  Afrikaans*  Norwegian 

Greek* 


French  Finnish  Italian*  Swedish  fCatakana 

Japanese* 

And  Telectronic  ones. 


PL/ 1-8" 


BAS1C  80/ 
BASIC  Compiler 


CB  80" 


This  astounding  linguistic 
>ertise  means  there  are  millions 
>n  millions  of  people  who  could 
ce  their  jobs  easier  with  a  CPT 
"d  processor 

:  If  you're  one  of  the  390  million 
>ple  who  speak  English,  you'll 
jlad  to  know  that  a  CPT  word 
cessor  does,  too. 

All  keys  are  simply  labeled, 
l  words  like  Up,  Down,  and 
ve.  That  simplifies  even  the 
st  complicated  editing  tasks 
For  those  who  don't  speak 
jlish,  a  CPT  word  processor 
aks  another  14  languages, 
iguages  spoken  by  1 .01  billion 
re  people  around  the  world 
And  for  the  growing  number 

ware  only  Uses  English  keyboard 
CPT  Corporation  All  nghts  reserved 


of  people  whose  jobs  require  them 
to  speak  the  universal  languages  of 
the  computer,  CPT  offers  seven  to 
choose  from.  So  a  CPT  word  pro- 
cessor can  be  used  in  place  of  a 
personal  or  micro-computer. 

CPT  word  processors  even 
speak  the  languages  of  other  office 
machines. 

With  CPT's  planned  Office 
Dialog  Link™  network,  CPT  word 
processors  will  talk  to  computers, 
electronic  mail  and  data  networks, 
typesetters,  and 
more 

No  wonder 
CPT  Corpora- 
tion is  one  of  the 
fastest  growing 
word  processor 


manufacturers  in  the  world. 

Everywhere  we  go,  we  speak 
the  language. 


Get  a  free  28-page  copy  of 
Word  Processing — A  Step  At  A 
Time"  Packed  with  useful  advice 

Mail  to  CPT  Information  Service, 
PO  Box  3900,  Peoria,  IL  61614 
Or  call  800-447-4700  (In  Alaska, 
77-3527  In  Hawaii,  808-488-7781 ) 


907-; 


Name. 


Title, 


ii 


Company. 
Ai  lc  In-- 
City  


.State. 


.Zip. 


Phone  ^ 

FS-36  W~  K 

The  easy  way  to  automate  your  office 


Technology 


will  make  sure  people  can  do  their 
jobs  without  risking  their  health." 

Screening  itself  isn't  new.  An  Of- 
fice of  Technology  Assessment  study 
found  that  five  major  industrial  com- 


at  the  beginning,"  says  Conner. 
"There  should  be  a  rapid  explosion  of 
information  available  soon." 

Soon  may  be  sooner  than  anyone 
thinks,  and  when  genetic  screening  is 
fully  developed,  industrial  workers 
aren't  the  only  ones  who  may  have  to 
wrestle  with  the  problem.  What  about 
the  young  corporate  executive  who 
has  a  gene  linked  to  a  high  incidence 
of  heart  disease?  Or  the  brand-new 


director  of  the  University  of  Washing 
ton's  Center  for  Inherited  Diseases, 
"is  of  people  being  assigned  what's 
best  for  them.  But  take  the  reverse 
You  test  for  your  strengths  and  weak 
nesses.  Based  on  your  own  volition, 
you  choose  a  career  that's  best  foi 
your  makeup  and  stay  away  from  ex 
ternal  agents  that  cause  you  prob 
lems."  Recognizing  genetic  differ 
ences  between  people  doesn't  have  tc 


Mutant 


Below,  a  segment  of  the  gene  for  betaglobin,  a  com- 
ponent of  blood.  The  arrangement  of  the  nucleo- 
tides, the  four  building  blocks  of  DNA,  determines 
the  production  of  specific  amino  acids,  such  as  va- 


line or  histidine,  in  a  gene.  But  note  the  mutation  in 
the  first  glutamic  acid  shown,  where  thymine  has 
replaced  adenine.  That  single  mutation  triggers  a 
disease  of  the  blood — sickle-cell  anemia. 
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Hospital 

panies  already  screen  for  biochemical 
symptoms  of  genetic  traits.  More  sig- 
nificant, 54  others  said  they  may  be- 
gin genetic  screening  in  the  future. 
What's  new  is  the  ability  to  look  di- 
rectly for  the  genetic  mutations  that 
lead  to  disease. 

How  that  works  is  illustrated  by  a 
new  procedure  developed  by  the  City 
of  Hope  Hospital  in  Duarte,  Calif.  Ac- 
cording to  Dr.  Brenda  Conner,  scien- 
tists there  have  made  probes  of  syn- 
thetic DNA  that  search  for  genetic 
mutations.  Probes  exist  for  sickle-cell 
anemia  and  four  related  diseases,  and 
Conner  expects  to  double  that 
number  by  year-end. 

Basic  genetics  underlie  City  of 
Hope's  tests.  Human  DNA  consists  of 
3  billion  nucleotides,  sequenced  to- 
gether in  individual  genes.  Sickle-cell 
anemia  stems  from  a  single  nucleo- 
tide change,  called  a  point  mutation, 
out  of  the  1,450  nucleotides  in  the 
gene  for  betaglobin,  a  component  of 
blood.  The  City  of  Hope  probe  locates 
that  point  mutation. 

For  now,  such  tests  have  limited 
applicability  because  specific  point 
mutations  are  known  for  only  a  few 
diseases.  But  half  a  dozen  other  labs 
around  the  country  are  working  on 
similar  tests,  and  intense  research  is 
currently  going  into  identifying  the 
genetic  aberrations  that  lead  to  dis- 
ease. Many  hereditary  illnesses  stem 
from  unknown,  single  point  muta- 
tions, while  others  result  from  com- 
plex series  of  mutations.  "We're  just 


M.B.A.  who  carries  the  gene  for  Hunt- 
ington's disease,  a  neurological  illness 
that  doesn't  appear  until  middle  age? 
Will  a  company  hire  him,  knowing 
there  is  a  high  probability  that  he  will 
become  fatally  ill  at  the  height  of  his 
career? 

Screening  also  hits  on  several  tricky 
legal  issues.  If  tests  did  accurately  pre- 
dict future  illness,  an  employer  who 
placed  susceptible  workers  in  a  high- 
risk  environment  might  be  charged 
with  negligence.  Yet  employers 
whose  screening  tests  only  affect  one 
race — and  genetic  diseases,  by  their 
very  nature,  tend  to  concentrate  with- 
in ethnic  groups — may  be  guilty  of 
discrimination  under  the  Civil  Rights 
Act.  And  how  about  this — does  a  ge- 
netic predisposition  to  illness  consti- 
tute a  handicap?  If  so,  will  screened 
workers  be  protected  by  statutes  bar- 
ring discrimination  against  the  handi- 
capped? Under  any  of  these  laws,  it's 
likely  that  an  employer  would  have  to 
demonstrate  that  screening  is  the 
only  safe,  effective  way  of  eliminating 
exposure  risks. 

Still,  despite  all  the  controversy, 
there's  no  denying  the  benefits  that 
could  come  from  screening.  No  one 
knows  how  many  will  be  affected,  or 
even  how  widespread  screening  will 
be.  But  by  the  end  of  the  decade,  sci- 
entists, in  all  likelihood,  will  be  able 
to  warn  many  people  away  from  jobs 
that  endanger  their  health. 

There  is  another  possibility.  The 
fear  now,  says  Dr.  Arno  Motulsky, 


lead  to  a  Brave  New  World  of  geneti 
cally  slotted  Alphas,  Betas  and  Gam- 
ma Minuses. — Jane  Sasseen 


Hardball 
in  software 

V  f  you  want  to  become  a  market 
Jl  leader  in  anything,  you  have  toi 
work  harder  than  anyone  else,  and 
more  imaginatively,  if  you  don't  be- 
lieve that,  ask  John  Imlay  Jr.,  CEO  of 
Management  Science  America,  the 
nation's  leading  software  company. 

"Back  in  1971,"  he  recalls,  "while 
MSA  was  in  reorganization  because  of 
previous  management's  blunders, 
there  was  a  software  users'  conven- 
tion we  wanted  to  attend,  to  pick  up 
some  orders.  We  went  to  the  bank- 
ruptcy judge  and  asked  permission  to 
spend  $5,000  at  the  convention,  a  pit- 
tance compared  to  other  firms." 

After  some  haggling  the  court  gave 
him  the  money,  and  Imlay  went  to 
the  show,  passing  out  buttons  that 
read  "Thanks  to  Banks."  Says  Imlay: 
"We  were  telling  the  banks,  our  larg- 
est customers,  that  they  did  us  a  favor 
by  supporting  us  in  hard  times.  They 
understood  what  we  meant."  The 
bankers  also  took  a  fancy  to  Imlay's 
display  booth,  where  a  Southern  belle 
bounced  around  on  a  waterbed.  Such 
tomfoolery  paid  off.  By  convention's 
end  MSA  had  attracted  more  interest 
than  any  other  firm. 

That  was  when  Imlay's  pared- 
down  software  accounting  applica- 
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"Heard  about  Modvue?  Factory  automation  can't  get 
much  easier.  Ifs  a  man-machine  interface  that  gives 
a  plant  manager  total  control  of  a  production  process. 
He  just  touches  the  Modvue  video  display  to  monitor 
or  change  the  process.  Know  who  originated  Modvue?' 


"Gould." 


Gould  is  concentrating  its  interrelated  technologies  and  products  in  six  rapidly  expanding 
electronics  markets:  high-performance  32-bit  minicomputers,  factory  automation,  test  and 
measurement,  medical  instrumentation,  defense  systems,  and  electronic  components  and 
materials.  Over  the  next  decade,  these  worldwide  jr  . 

markets  should  outpace  the  rest  of  the  electronics  ym         V  ■ 

industry.  For  more  information  about  our  growth  mmrm  :  €~\  III  17) 

strategy,  write:  Gould  Inc.,  Department  A,  '^iJ^  \3  i,  M\  I  I  I  .X 

10  Gould  Center,  Rolling  Meadows,  I L  60008.  -.    .  TJT 


Electronics 


Technology 


tions  company  had  only  about  $2  mil- 
lion in  revenues,  so  those  orders 
helped  his  struggling  software  com- 
pany survive. 

Imlay  has  a  flair  for  the  dramatic. 
He  once  brought  a  tiger  into  a  sales 
meeting.  Another  year  he  brought  in  a 
racehorse,  then  a  shark  in  a  tank.  He 
once  wheeled  a  coffin  into  a  users' 
meeting  to  symbolize  "the  death  of 
the  minicomputer." 

But  Imlay  also  backs  up  his  show- 
manship with  savvy  marketing  that 
has  made  MSA  the  leading  indepen- 
dent software  firm  in  the  country, 
with  $101  million  in  revenues  and  $9 
million  in  profits  last  year. 

That  success  hasn't  deterred  Imlay 
from  buttonholing  potential  custom- 
ers. Esther  Dyson,  editor  of  RELease 
1.0,  an  electronics  newsletter,  relates 
how  Imlay,  spotting  a  big  customer 
exchanging  niceties  with  several  of 
Imlay's  competitors,  strode  over, 
"grabbed  the  man  by  the  shoulders, 
lifted  him  up,  slapped  him  on  the 
back  and  asked,  'Are  my  salesmen 
giving  you  good  service?  How's  the 
business  going?  Are  we  doing  all  we 
can  for  you?'  "  Imlay  knows 
who  his  clients  are. 

He  has  100  other  equally  ag- 
gressive salesmen  out  beating 
the  bushes  for  general  ledger, 
payroll,  accounts  payable  and 
receivable  software  orders.  Im- 
lay motivates  his  salespeople 
with  a  large  customer  base, 
sizable  bonuses,  profit  sharing 
and  stock  purchase  plans.  Says 
William  Graves,  MSA's  presi- 
dent, "Up  until  five  years  ago 
it  wasn't  unusual  for  a  top 
salesman  to  be  earning  more 
than  Imlay  or  myself.  In  this 
company  the  revenue  produc- 
ers earn  the  big  salaries."  How 
much  can  a  good  salesperson 
earn?  Well  over  $100,000  a 
year  with  bonuses.  And  that  excludes 
profit  sharing  and  stock. 

Imlay  also  takes  good  care  of  his 
1,400  other  employees.  They  all  share 
in  company  profits  and  many  are 
stock  owners.  Employees  hold  9%, 
worth  $25  million,  of  MSA  shares  (top 
officers  hold  52% ).  In  an  industry  not- 
ed for  high  employee  turnover,  MSA's 
annual  turnover  is  only  15%. 

MSA's  software  sells  well  because 
there's  so  much  of  it.  MSA  was  the 
first  company  to  market  a  family  of 
software  programs  successfully.  While 


other  software  companies  specialized 
in  one  or  two  applications  programs, 
MSA  salesmen  went  to  companies 
with  sales  of  $40  million  and  up  and 
offered  them  the  convenience  of  ^sin- 
gle source  for  seven  programs  that 
could  work  on  any  computer  and  could 
be  added  as  needs  grew. 

In  addition,  claims  Imlay,  "an  MSA 
software  package  represents  roughly  a 
10-to- 1  price  savings  over  what  it  costs 
to  do  it  yourself.  Second,  it  takes  two 
years  to  develop  your  own  program. 
But  you  can  have  it  up  and  running  in 
three  months  when  you  buy  from  a 
software  company.  Third,  with  payroll 
programs,  taxes,  accounting  needs  and 
rules  change  all  the  time.  That  re- 
quires lots  of  maintenance  people  on 
hand  in  an  in-house  program.  We  up- 
date the  changes  for  them  and  the 
companies  send  us  a  yearly  fee." 

But  in  the  fast-moving  computer 
industry,  five  years  is  a  lifetime.  Big 
companies  are  moving  in — Dun  & 
Bradstreet  just  agreed  to  buy  McCor- 
mack  &  Dodge — and  other  software 
companies  like  University  Comput- 
ing have  become  sizable  competitors 
and  have  learned  to  market  like  MSA. 

At  the  same  time,  the  very  rapid 
growth  is  slowing  down  for  the  ac- 
counting and  financial  application 
programs  used  by  big  mainframe  com- 
puters. It  was  45%  to  50%  a  year  in 


MSA  Chairman  John  Imlay  Jr. 
A  flair for  the  dramatic. 

the  late  1970s;  now  it's  about  30% .  As 
a  result,  profit  margins  have  started  to 
come  under  some  pressure  recently. 

To  try  to  offset  the  gradually  slow- 
ing growth  in  his  central  marketplace, 
Imlay  has  pushed  into  three  areas. 
First,  he  has  built  up  his  overseas  soft- 
ware direct  sales  operations  (others 
use  agents)  more  than  any  other  com- 
pany. Last  year  that  spending  began 
paying  off,  when  overseas  revenues 


jumped  75%,  to  $24  million,  and  prof- 
its moved  solidly  into  the  black. 

Second,  Imlay  realized  that  person- 
al computers  would  rapidly  result  in  a 
huge  software  market,  so  in  1981  he 
acquired,  for  $5.5  million,  Atlanta- 
based  Peachtree  Software,  a  tiny  ($2 
million  sales)  outfit  with  a  core  of  PC 
products.  Last  year  Peachtree  racked 
up  sales  of  $9.4  million. 

MSA  recently  acquired  another 
software  company — Arista — from 
Xerox,  for  $4  million  in  cash.  Arista 
was  Imlay's  move  in  yet  another  di- 
rection— into  industry-specific  soft- 
ware like  manufacturing,  banking  or 
health  care.  Specific  industry  applica- 
tion programs  are  growing  much  fast- 
er than  general  application  software. 

All  this  product  improvement  and 
new  development,  spurred  by  in- 
creased competition,  is  costing  MSA 
lots  of  bucks.  Last  year  22%  of  its 
$101  million  sales  went  into  R&D. 
That  commitment  is  likely  to  remain 
at  about  20%  of  sales  for  some  time. 
Thus,  despite  the  fact  that  MSA  had 
$25  million  in  cash  last  year  and  no 
long-term  debt,  it  doesn't  mean  that 
MSA  is  anywhere  on  its  way  to  be- 
coming a  cash  cow. 

Imlay  is  looking  to  acquire  yet  an- 
other software  company,  probably  in 
the  specialty  applications  area.  The 
only  problem  is  there  are  lots  of  other 
companies  today  with  high 
stock  prices,  and  almost  every 
small,  privately  owned  soft- 
ware company  is  looking  to 
go  public  at  incredibly  high 
price/earnings  multiples. 

Imlay  can  afford  to  be  pa- 
tient. He  figures  either  the 
right  company  will  opt  to  join 
with  MSA  at  a  reasonable  price 
or  he  will  wait  for  a  shakeout. 

A  shakeout  in  the  software 
industry?  There  have  been 
shakeouts  before.  Some  ana- 
lysts are  worried  that  inves- 
tors are  overpaying  for  the  in- 
dustry's growth,  which  in 
some  cases  is  40%  to  50%  a 
year.  But  a  number  of  software 
companies  are  selling  at  50 
times  earnings  and  up. 

MSA  is  vulnerable,  too.  It  has  to 
grow  at  least  35%  a  year  to  justify 
its  current  price.  That  won't  be  easy 
for  a  $100  million  company.  One 
stumble  and  MSA's  stock  would 
tumble.  But  Imlay's  people  have 
been  through  hard  times.  If  MSA 
runs  into  any  problems,  they  more 
than  likely  won't  be  fatal.  That  much 
can't  be  said  for  some  hotshot  soft- 
ware companies  that  haven't  been 
tested. — Howard  Rudnitsky 
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.EARjFT. 

WE  DIDN'T  JUST 
NVENT  THE  BUSINESS  JET 
WE  PERFECTED  IT. 


Two  decades  ago,  we  introduced  the  first 
Et  designed  specifically  for  business  —  the 
earjet.  It  was  the  only  aircraft  of  its  kind  in 
ie  world.  A  jet  truly  in  a  class  by  itself. 

It  still  is. 

Even  though  nearly  a  score  of  other  jets  are 
iow  being  offered  for  business  use,  none  has 
iqualled  the  Learjet  standards  of  excellence, 
•ecause  our  program  of  product 
mprovement  keeps  setting  those  standards 
ligher  and  higher.  In  performance.  In  . 
ifficiency.  In  technology.  And  in  comfort. 

So  it  isn't  surprising  that  newcomers  to  the 
>usiness  jet  race  may  never  catch  up  with 
.earjet.  We  had  a  20-year  head  start. 

We  invite  you  to  find  out  more  about  why 
he  original  business  jet  is  still  the  only 
>usiness  jet.  Ask  today  for  a  free  brochure. 

nO.  Box  1 1 186  /  Tucson,  AZ  85734 

Telephone:  602-294-4422  /  Telex:  666408 


Photographed:  Learjet  3  5 A. 

540  mph  speed  with  transcontinental  range. 

Comfortable  seating  for  up  to  8  passengers. 


in 

Gates LearjetCorporatiom 


To  some,  publishing  is  a  glamorous  busi- 
ness, but  not  to  Bob  Marbut  of  Harte- 
Hanks  Communications. 

Forget  glamour, 
he  will  deliver 
the  mail 


By  Thomas  O'Donnell 

T |  here's  nothing  cornball  or 
cowboy  about  those  guys,"  says 
an  analyst  describing  Harte- 
Hanks  Communications  Inc. 
"They're  sophisticates  who  would  be 
just  as  much  at  home  in  Cambridge  as 
in  San  Antonio." 

Robert  Marbut  and  most  of  his  top 
managers  don't  fit  the  image  of  Texas 
swashbucklers.  White  shirts  are  their 
preferred  corporate  uniform,  and  they 
work  out  of  a  new,  antiseptic  bank 
building  near  the  outskirts  of  San  An- 
tonio. The  talk  is  B-school  bland  rath- 
er than  Texas  twangy. 

Nonetheless,  Harte-Hanks  is  one  of 
the  most  aggressive,  competitive 
companies  in  an  industry  so  conserva- 
tive that  running  Doonesbury  on  the 
editorial  page  is  often  considered  a 
major  innovation.  Since  taking  the 
company  public  in  1972,  Marbut,  a 


Georgia  native  who  holds  an  engi- 
neering degree  from  Georgia  Tech, 
has  built  revenues  from  $70  million 
to  nearly  $400  million.  Along  the 
way,  earnings  have  jumped  even  fast- 
er, from  $4.7  million  to  an  estimated 
$27.3  million.  Earnings  have  grown 
for  42  consecutive  quarters — al- 
though it  was  a  close  call  last  year. 
This  year  promises  to  be  a  banner 
year,  leveraged  by  cost-cutting  plus 
1982's  consumer-led  recovery. 

A  big  reason  for  this  success  is  that, 
despite  his  conservative  manner, 
Marbut  is  a  Texas-style  risk-taker.  In 
the  early  1970s  he  realized  small 
newspapers  without  strong  competi- 
tion would  best  be  able  to  maintain 
high  profit  margins.  It  was  fast  be- 
coming a  business  where  one  is  com- 
pany and  two  is  bankruptcy.  Harte- 
Hanks  raised  the  number  of  such 
"monopoly"  papers  in  its  fold  from  1 1 
to  28.  All  of  them  are  small  papers; 


less  prestige  that  way,  but  fatter  profit 
margins. 

Harte-Hanks  papers  stretch  from 
Yakima,  Wash,  to  Framingham,  Mass. 
But  today  there  are  few  newspapers 
left  to  acquire;  everybody  is  on  to  the 
game.  "The  days  when  small,  profit- 
able newspapers  were  just  waiting  to 
be  discovered  are  gone,"  Marbut  ex- 
plains. Broadcast  media  are  logical 
supplements,  and  Harte-Hanks  owns 
4  television  stations,  1 1  radio  stations 
and  9  cable  systems.  But  here,  too, 
acquisitions  are  hard  to  come  by  and 
expensive.  So,  the  real  hopeful  in  its 
stable  is  a  grab-bag  division  called 
Consumer  Direct  Marketing. 

This  labor-intensive  operation  ac- 
counts for  28%  of  revenues.  CDM 
runs  a  private  mail  system  that  deliv- 
ers sample  products  to  consumers.  It 
operates  a  computerized  message  sys- 
tem that  competes  with  telegrams.  It 
also  has  created  a  system  that  enables 
retailers  to  pinpoint  their  advertising 
messages.  Many  retailers  have  been 
shifting  from  full-run  to  targeted 
newspaper  ads,  or  to  home-delivered 
fliers.  Harte-Hanks  designs,  writes, 
prints  and  delivers  such  fliers,  even 
hanging  them  from  doorknobs. 

All  this  seems  to  hark  back  to  the 
old  newspaper  delivery  boy  and 
doesn't  sound  very  exciting  in  this 
high-tech  age.  But  Marbut,  a  man 
whose  thinking  cuts  through  the  usu- 
al cliches,  expects  that  very  little  of 
Harte-Hanks'  growth  will  come  from 
so-called  glamour  businesses.  He  is 
planning  to  sell  three  radio  stations, 
and  his  toehold  in  cable  is  partly  de- 
fensive. (In  cable  he  kept  his  entry 
costs  low  through  a  savvy  option  and 
minority-interest  buying  strategy.) 

Marbut  gets  excited  about  the  pros- 
pects of  CDM,  the  business  seeming- 
ly so  lacking  in  excitement.  "Sure,  it's 
grubby  and  it's  hard  to  manage,"  says 
Marbut,  "but  we're  willing  to  put  in 
the  work  and  we're  making  money." 
CDM  also  fits  the  Harte-Hanks  phi- 
losophy: It's  small,  it  doesn't  cost 
much  to  get  in  and  full-line  newspa- 
per-chain competition  isn't  around. 

In  the  same  way,  Harte-Hanks  has 
been  able  to  invade  such  highly  profit- 
able" metropolitan  markets  as  Los  An- 
geles and  Miami  not  by  taking  large 
newspapers  head-on  but  by  surround- 
ing their  territory  with  low-cost,  ad- 
filled  papers  called  pennysavers. 

That  cold-blooded  philosophy 
prompted  Marbut  to  make  his  first 
tough  decision  shortly  after  he  arrived 
at  the  company  in  1970.  He  had 
worked  seven  years  for  the  Copley 
newspaper  chain  and  asked  Harte- 
Hanks  to  back  him  in  his  own  pub- 
lishing venture.  Instead,  the  owners 
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Are  you  serious  about 
xiying  a  personal  computer 

far  your  office?  Or  do  you 
want  to  play  games? 


We  started  building  compu- 
ters and  word  processing  sys- 
tems for  the  office  when  most 
computer  companies  were  still 
building  computers  forthe 
backroom.  And  ever  since, 
Wang  has  been  the  leader  in 
office  automation. 

Now  we've  put  all  that  experi- 
ence to  work,  with  the  introduc- 
tion of  the  Wang  Professional 
Computer-a  computer  so 
advanced  in  capability  and  de- 


sign, it's  like  no  other  personal 
computer  you've  seen. 

In  data  processing,  the  Wang 
Professional  Computer  is  faster 
than  any  other  personal  com- 
puter we've  tested*  Fasterthan 
IBM.  Faster  than  Apple  lie. 
Faster  than  DEC  Rainbow. 

What's  more,  with  the  Wang 
Professional  Computer  you 
can  have  unsurpassed  commu- 
nication capabilities  and  up  to 
640KB  in  memory.  It  even  gives 


you  more  "help"— a  feature  that 
lets  you  access  computer-aided 
instruction  right  in  the  middle  of 
any  operation  and  then  go  right 
back  to  where  you  left  off. 

Wang  also  gives  you  a  choice 
of  the  most  popular  software - 
including  Wang  Word  Process- 
ing, the  number  one  word 
processing  in  the  world. 
The  Wang  Professional  Com- 


mation,  it  makes  the  competition 
look  like  they  haven't  even  started. 

For  more  information  on  the 
Wang  Professional  Computer, 
call  1-800-225-9264. 
Or  write  to  Wang 
Laboratories,  Inc., 
Business  Executive 
Ctr,  One  Indus- 1 
trial  Avenue, 
Lowell,  MA  01851. 


puter.lntheracerp,    lir  tn 

to  office  auto    1  ne  Wang  rToiessional  Computer. 


©  1983  Wang  Laboratories,  Inc. 
'Benchmarks  using  CPU-intensive,  interpretive  basic  programs. 


The  Office  Automation  Computer  Company' 


This  is  all  you  need  to  underwrite  insurance. 


1 


Big  business  is  not  only  getting  bigger 
all  the  time,  but  more  sophisticated  and 
complicated.  An  insurance  company  with 
a  future  has  to  keep  up  with  the  complex- 
ity of  modern  business. 

For  many  insurance  companies  this 
presents  bigger  problems.  For  The  Travelers 
it  offers  greater  opportunities  to  develop 
innovative  solutions.  Handling  challeng- 


ing problems  is  what  separates  a  front 
runner  from  the  run  of  the  mill. 

A  good  example  of  this  innovative 
reaction  to  modern  complexity  is  Th 
Travelers  team  approach  for  large  con 
mercial  accounts.  As  required,  this  cat 
include  bringing  in  experts  on  markel  \i 
underwriting,  finance,  and  computer 
technology. 


Fhis  is  what  you  need  to  underwrite  it  right. 


this  area,  for  example,  The  Travelers 
Iveloped  CAPJV1A  (Client  Access 
Management  Analysis),  a  direct 
1  reporting  system  that  offers,  among 
things,  customer  access  to  ongoing 
j  status  information, 
r  an  explanation  of  how  our  modern 
)ds  can  make  your  life  easier  and 
profitable,  have  your  agent,  broker 


or  financial  consultant  call  Chuck  Clark 
at  (203)  277-4451. 

Or  if  you've  got  the  time,  give 
him  a  call  yourself.  iL^AJ 

If  all  you're  getting  from  your  insurance 
company  is  insurance,  get  in  touch  with 
The  Travelers.  _ 

TheTraveler^ 

The  Travelers  Corporation  and  its  Affiliated  Companies,  Hartford,  CT  06115 


of  the  San  Antonio  chain  asked  him  to 
come  aboard  as  president.  Within 
three  years  he  sold  two  flagship  papers 
to  Australian  publisher  Rupert  Mur- 
doch for  $19.5  million.  Marbut  used 
the  cash  to  pay  down  debt,  and  ac- 
quire smaller  papers  and  other  proper- 
ties. The  switches  may  not  have  done 
much  for  the  company's  image,  but 
they  proved  highly  profitable. 

All  this  is  done  coolly  and  unsenti- 
mentally.  Under  Marbut,  the  com- 
pany has  acquired  or  launched  40  pub- 


By  Lawrence  Minard 

T|hese  are  good  days  for  Yuri 
Andropov — that  well-publi- 
cized student  of  Americana — to 
think  about  baseball,  or  anything  but 
Russia's  prospects  for  earning  con- 
vertible currency.  Gold  dropped  $100 
an  ounce,  a  swing  worth  $500  million 
based  on  estimated  Soviet  gold  sales 
last  year.  With  crude  oil  at  $27  a  bar- 
rel, Russian  oil  exports  of  around  75 
million  tons  last  year  would  be  worth 
$3.5  billion  less  this  year. 

And  now  there  are  doubts  about  the 
export  earnings  ability  of  Siberian 
natural  gas,  which  Moscow  counts  on 
for  currency  through  this  decade  and 
next.  Three  years  ago  Western  Euro- 
peans were  climbing  over  each  other 
to  sign  up  for  gas  from  Russia's  huge 
new  Urengoy  pipeline  (Forbes,  June 
7,  1982).  The  pipeline  was  to  be 
capable  of  delivering  up  to  50  billion 
cubic  meters  (bcm)  a  year  to  Europe 
by  the  late  1980s.  That  would  be  on 
top  of  the  25  bcm  of  Russian  gas 
Western  Europe  already  buys.  At  ca- 
pacity throughout,  the  Urengoy  line 
would  have  provided  Russia  with 
around  $10  billion  annually  in  West- 
ern currency.  Or  so  Moscow  hoped 
and  Washington  fea 


lications.  But  it  has  also  gotten  rid  of 
15.  "We  are  not  afraid  of  making  mis- 
takes," says  Marbut,  "but  when  we 
see  one,  we  correct  it  fast." 

That  same  aggressiveness  .has  re- 
cently been  applied  to  costs.  Since  the 
recession  began  and  advertising  rev- 
enue softened,  Harte-Hanks  has  cut 
expenses.  As  a  result  there  are  no  frills 
such  as  pictures  or  houseplants  in  ex- 
ecutives' offices,  and  the  company 
kitchens  are  not  staffed.  "Yesterday,  I 
made  four  cups  of  coffee  for  visitors," 


Unless  the  current  oil  glut  disap- 
pears quickly,  however,  Yuri  Androp- 
ov can  count  on  far  less  than  $10 
billion  a  year  from  the  Urengoy  line. 
To  date,  the  Europeans  have  signed 
contracts  to  purchase  barely  21  bcm  a 
year  of  new  Russian  gas  (10.5  bcm  for 
West  Germany,  8  for  France,  1.5  for 
Austria,  0.7  for  West  Berlin,  0.6  for 
Switzerland).  Italy  has  said  it  will  take 
8  bcm,  but  it  has  yet  to  sign  a  con- 
tract. Even  if  Italy  takes  its  full  share, 
as  things  stand  now  the  Urengoy  line 
could  earn  roughly  $6  billion  a  year  by 
1988  or  1989,  when  deliveries  are  sup- 
posed to  reach  their  peak. 

In  fact,  Russia's  hard  currency  gas 
earnings  could  be  far  less  than  $6  bil- 
lion. Europe  is  now  awash  in  natural 
gas.  And  as  oil's  price  has  fallen,  Euro- 
pean consumers  have  begun  switch- 
ing from  gas  to  oil. 

Also,  say  knowledgeable  sources, 
the  Europeans'  gas  contracts  contain 
several  kinds  of  flexibility.  The  Uren- 
goy gas  has  a  base  price,  delivered,  of 
$4.65  per  mcf  and  a  minimum  price, 
when  deliveries  commence  next  year, 
of  $5.75  per  mcf.  But  the  price  is  also 
pegged  to  competing  fuel  oils.  Should 
the  minimum  price  be  above  the  fuel 
oil  price,  German  industrial  and  gov- 
ernment sources  told  Forbes,  the  con- 


says  Marbut  proudly. 

This  Spartan  style,  plus  Marbut's 
fondness  for  monopoly  newspapers 
leads  to  regular  comparisons  betweerj 
Harte-Hanks  and  Gannett.  That  isn'j 
something  Marbut  enjoys,  because  hfl 
doesn't  regard  Harte-Hanks  as  a  newsi 
paper  company  but  as  a  consumer  in 
formation  service  company.  "The 
analogy,"  he  says  of  comparisons  witrj 
Gannett,  "will  be  less  accurate  in  five 
years.  We  like  to  do  things  our  way.  We 
think  we're  unique."  That  they  are.  ■ 


sumers  will  insist  that  the  minimum 
price  be  reduced. 

There  is  also  flexibility  on  volumesi 
Under  "take  or  pay"  clauses,  Mosj 
cow's  European  customers  can  take  as; 
little  as  80%  of  contracted  amounts.  II 
all  consumers  took  full  advantage  ol 
this  flexibility,  Russia  could  lose  sales 
of  nearly  6  bcm  a  year. 

The  German  contract,  according  tc 
informed  outsiders,  contains  an  added 
degree  of  flexibility  that  could  in  the- 
ory reduce  German  purchases  of  Sovin 
et  gas  to  as  little  as  6.72  bcm  a  year) 
36%  below  contracted  amounts. 

Italy  has  signed  a  new  three-yeaj 
contract  to  take  19.7  bcm  of  Algerian1 
gas.  The  price  is  purely  political — | 
about  $5.40  per  mcf,  landed,  vs.  less 
than  $5  per  mcf  for  Russian  gas — and 
the  Italian  government  has  agreed  tq 
rebate  53  cents  per  mcf  to  the  Italian; 
gas  companies.  So  there  is  clearly  an 
incentive  for  Italy  to  average  down 
with  relatively  cheap  Russian  gasj 
Equally  clearly,  however,  the  new  AW 
gerian  gas  limits  Italy's  demand  foi 
additional  Urengoy  supplies. 

France,  too,  has  been  buying  morel 
Algerian  gas  and  probably  will  notl 
need  extra  Soviet  supplies.  The 
French  government  now  believes  that 
Russia  will  account  for  no  more  than 
11.5  bcm  of  the  38  bcm  a  year  that  the 
country  will  consume  by  1990. 

So,  unless  the  energy  glut  evapo- 
rates, Russia  will  probably  remain 
hard  pressed  for  energy-based  foreign 
currency  earnings  throughout  the 
1980s.  That,  of  course,  is  bad  news  for 
European  businessmen  and  American 
farmers  hoping  to  penetrate  the  poten- 
tially vast  Russian  market.  It  is  still 
worse  news  for  NATO  member  Nor- 
way, which  would  like  to  sell  more  gas 
to  Western  Europe  (Forbes,  Sept.  27, 
1982).  But  Norway's  gas  is  costly  to 
develop,  and  there  is  scant  hope  Nor- 
wegian gas  will  compete  with  Russian 
gas  in  a  glutted  energy  market. 

So  Washington's  reaction  to  Mos- 
cow's pipeline  disappointments  may 
not  be  unalloyed  joy,  but  there  is  sure 
to  be  quiet  satisfaction.  ■ 


American  diplomacy  couldn't  cut  Russian 
export  earnings  from  natural  gas,  but  it 
looks  like  the  market  can. 


The  pipeline 
revisited 
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A  gift  of  intimacy. 


Ted  Thai 


No  grand  theories-just  a  striving  to  communicate  the  specifics  that  put 
an  audience  into  a  characters  shoes. 


Of  all  the  theories  about  act- 
ing one  might  expect  from 
Laurence  Olivier,  perhaps  the 
least  expected  one  is  the  real  one:  that 
acting  theories,  and  theorists,  are 
sham. 

The  essential  thing,  Lord  Olivier 
recently  told  a  TIME  writer,  is  specif- 
ics: not  the  abstraction  of  what  a 
character  feels,  but  how  he  looks, 
how  he  walks,  that  involves  an 
audience  with  the  figure  on  the  stage. 

It  is  the  gift  of  intimacy;  and  it's 
as  important  to  good  journalism  as  it 
is  to  good  theater.  Indeed,  it  probably 


accounts  for  the  perennial  contempo- 
raneity of  TIME  Magazine. 

When  TIME  was  invented  in 
1923,  it  systematically  noted  the  snip- 
pets of  gossip,  the  size  of  noses,  the 
habits  of  speech  and  gesture  that 
helped  make  the  news  alive  and  im- 
mediate that  involved  TIME  readers 
not  only  intellectually  but  also  emo- 
tionally. It's  more  than  a  matter  of 
style;  there  can  be  no  style  without 
substance.  Essentially  it's  a  matter  of 
knowing  people  firsthand  instead  of 
merely  knowing  about  them;  of  get- 
ting news,  as  often  as  possible,  from 


the  people  who  make  it;  of  habitually 
dealing  not  with  abstractions  but  with 
specifics.  It  is  the  carefully  nurtured 
rapport  between  TIME  and  its  sub- 
jects that  created  the  long-standing 
rapport  between  TIME  and  its  read- 
ers: a  gift  of  inti- 
macy that  persuades 
29  million  men  and 
women  around  the 
world  to  read  TIME 
each  week.  They  get 
more  out  of  TIME, 
because  more  goes 
into  it. 


TiMlU 


More  goes  into  it. 


©  1983  Time  Inc. 


Race  walker  in  Neit>  York's  Central  Park 
The  only  gear  needed:  comfortable  shoes 


Race  walking  cant  be  knocked.  Its  easy  on 
your  legs,  a  snap  to  master  and  can  do  as 
much  to  condition  you  as  jogging  can. 


Personal 
Affairs 


Take  a  walk 


By  Kevin  McManus 


As  running's  popularity  contin- 
ues to  grow,  so  do  the  ranks  of 
b  injured  runners.  Many  hob- 
bled athletes,  reluctant  to  aggravate 
their  injuries,  are  turning  to  a  safer 
form  of  exercise — walking. 

Recreational  walking  is  at  least  as 
old  as  Socrates,  of  course,  and  walking 
races,  at  distances  of  10,  20  and  50 
kilometers,  have  been  an  Olympic 


event  since  1908.  What  is  new  in  our 
time  is  the  emergence  of  clubs  whose 
sole  purpose  is  to  organize  pleasure 
walks  and  races.  Broken-down  run- 
ners aren't  the  only  recruits.  They  are 
probably  outnumbered  by  the  health- 
conscious  who  love  the  outdoors  and 
whose  legs  and  feet  can't  take  the 
punishment  that  jogging  can  inflict. 

Most  race  walking  coaches  advo- 
cate a  peculiar-looking  gait  that  in- 
volves a  swinging  of  the  arms  and  a 


Edited  by  William  G.  Flanagan 

bouncing,  vigorous  stride.  It's  called 
race  walking,  speedwalking,  health- 
walking  or  PowerWalking.  Though 
the  techniques  differ  slightly,  the 
benefits  are  the  same:  stronger  mus- 
cles and  bones,  improved  heart  and 
lung  reserves,  reduced  risk  of  heart 
attacks,  more  efficient  digestion  and  a 
flatter  stomach.  According  to  fitness 
consultant  Howard  Jacobson,  author 
of  Raceivalk  to  Fitness  (Simon  &  Schus- 
ter, $11.95),  a  race  walker  actually 
bums  more  calories  than  a  jogger 
when  both  are  moving  at  between  5 
and  7  miles  per  hour. 

Experts  on  the  subject  strive  might- 
ily to  mint  fresh  superlatives.  "Walk- 
ing improves  the  quality  of  life,  and  it 
improves  man's  life  span,"  says  Al- 
bert Marchetti  in  Dr.  Marcbetti's  Walk- 
ing Book  (Stein  a  Day,  $10).  Steve 
Reeves,  a  former  Mr.  Universe  and  the 
star  of  Hercules  and  other  films,  enliv- 
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CJRPRISE!  Belgium  is  practically  a 
pn-stop  festival.  So  anywhere  you 
jander,  you're  liable  to  come  face  to 
*iees  with  one  of  our  festive  folklore 

ants. 


URPR1SE!  Bruges  is  the  most 
iautiful,  most  romantic  city  in  the 
lorld.  Since  the  Middle  Ages,  it 
isn't  changed  by  a  cobblestone. 


SURPRISE!  You  can  fly  Sabena  non- 
stop to  Brussels  from  New  York, 
Chicago  and  Atlanta  and  direct  from 
Detroit  via  Montreal. 


SURPRISE!  Mussels  in  Brussels  are 
a  must.  But  be  warned:  In  Belgian 
restaurants,  a  serving  for  one  is  more 
than  enough  for  two. 


SURPRISE!  Did  you  know  that 
Rubens  was  a  Belgian?  And 
Breughel?  And  Van  Eyck?  You  can 
see  and  savor  their  masterpieces  in 


SURPRISE!  There  are  castles  every- 
where. In  fact,  Belgium  probably  has 
more  castles  per  square  mile  than 
any  other  country  in  Europe. 


The  surprises  begin  on  your  SABENA  widebody 
ght.  You'll  enjoy  old  world  charm,  new  world  comfort 
id  a  meal  that  is  nothing  short  of  a  Belgian  banquet 
hj'II  land  in  beautiful,  beautiful  Brussels— the 
iart  of  Europe. 

This  is  the  time  of  year  that  Europeans  love 
jrope  best— for  shopping,  for  theatre, 
r  opera,  for  ballet.  There's  so  much 
do  and  it  costs  so  much  less.  v  -w 

fact,  right  now  your  dollar  buys  more- 
ore  Belgian  chocolate,  more  Belgian 
ce,  more  Belgian  crystal,  more  Belgium! 
than  ever  before. 

Ask  your  travel  agent  about  special 
urs  to  Belgium;  one  more  reason 
say,  "Put  me  on  Sabena." 


^Tve  put  you  on  Sabena." 

Belgian  National  Tourist  Office 

745  Fifth  Avenue,  New  York,  N.Y  10151 

Please  send  me  your  full-color  brochure, 
"The  Surprise  Package  of  Europe." 


.State. 


beigian  worM  aarttrws 

Nw'¥ork,  iMlarita  Ofaicago  Detroit  1 
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ens  his  book  PowerWalking  with  a  sto- 
ry about  a  neighbor  to  whom  Reeves 
introduced  his  discipline: 

"After  several  months  and  many 
conversations,  he  at  last  agreed  to 
meet  me  at  my  home  one  Saturday 
morning  to  give  PowerWalking  a  try.  I 
handed  him  a  pair  of  three-pound 
hand  weights  and  grabbed  a  pair  of 
five-pounders  for  myself.  We  took  off 
on  a  three-mile  PowerWalk  through 
the  hills.  He  assured  me  that  he 
wouldn't  have  any  trouble  keeping  up 
with  me  on  the  walk  since  he  was  20 
years  younger  than  I  and  had 
been  faithfully  jogging  five 
miles  a  day  for  two  years.  By 
the  time  we  returned  to  my 
house,  it  was  a  different  sto- 
ry. His  legs  were  quivering 
and  his  complexion  had  a 
greenish  tinge  to  it.  After  a 
short  rest,  he  recovered.  The 
advanced  PowerWalk  I  had 
taken  him  on  was  more  de- 
manding than  he  had  bar- 
gained for.  Today,  this  pre- 
viously skeptical  neighbor  is 
one  of  the  most  avid  Power- 
Walkers  I  know." 

And  listen  to  Sal  Corrallo, 
a  52-year-old  Department  of 
Education  executive  in 
Washington,  D.C.,  who  race 

walks  between  40  and  50   

miles  a  week:  "It  does  more  for  your 
body  than  running  does.  It  shifted 
weight  to  my  shoulders  and  chest  and 
slimmed  my  hips  considerably  and 
hardened  my  body  all  over."  Corrallo, 
who  took  up  the  sport  eight  years  ago 
after  two  sedentary  decades,  is  now 
one  of  the  premier  over-50  race  walk- 
ers in  the  world. 

As  Corrallo  and  other  aficionados 
point  out,  race  walking  is  easy  to  do. 
It  requires  no  special  gear  other  than  a 
pair  of  comfortable  shoes.  Thus 
equipped,  find  an  open  space,  do  some 
stretching  exercises  and  you  are  ready 
to  go.  Take  easy  strides,  planting  your 
foot  at  the  heel  and  rolling  it  forward 
to  the  toe.  Keep  the  heel  of  your  driv- 
ing foot  down  as  long  as  possible  and 
use  your  buttocks  muscles  to  help 
you  push  off.  Swing  your  arms  like 
pendulums — right  arm  forward  when 
left  foot  is  planted  and  vice  versa. 
This  motion  assists  in  i  asing  your 
stride  length  and  helps  counterbal- 
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ance  the  powerful  force  exerted  by 
your  legs. 

.  Experienced  race  walkers  pay  atten- 
tion to  such  things  as  breathing 
rhythm,  walking  speed,  the  angle  at 
which  the  arms  are  carried  and  so  on. 
As  a  beginner,  however,  you  need  be 
concerned  only  with  developing  a 
comfortable  gait. 

Where  and  when  you  walk  are  en- 
tirely up  to  you.  How  many  miles  you 
go  and  your  number  of  weekly  work- 
outs depend  on  your  condition  when 
you  begin.  Sore  arms  and  legs  are  to  be 
expected  after  the  first  few  walks,  es- 
pecially if  you  have  underused  those 
muscles  for  a  long  time.  Excessive 
pain  is  a  signal  that  something  is 
wrong,  and  probably  means  you 
should  see  your  doctor.  (If  you  have 
had  any  heart  problems,  check  with 
your  physician  before  launching  even 
a  modest  race  walking  program.) 


A  good  way  to  figure  out  how 
much  walking  is  enough — and  tq 
keep  tabs  on  your  improving  fit- 
ness— is  to  maintain  a  heart  rate 
during  your  training  periods  of  75% 
of  your  maximum  rate,  according  tc 
Albert   Marchetti.    The  maximum 


Regular 

Cardiac 

Maximum 

rate 

rate 

Age 

rate 

(75%) 

(70%) 

28 

192 

144 

134 

32 

189 

142 

132 

36 

186 

139 

130 

40 

182 

137 

127 

45 

179 

134 

125 

50 

175 

131 

122 

55 

171 

128 

120 

60 

160 

120 

112 

65  + 

150 

113 

105 

Warming  up 

"It  does  more  for  your  body  than  running  does 


rate  is  the  fastest  at  which  your  hear 
can  beat  under  normal  conditions  (set 
table). 

To  take  your  pulse,  use  either  the 
radial  artery  in  the  wrist  o: 
the  carotid  artery  in  th« 
neck.  Never  use  your  thumb 
since  it  has  a  detectabh 
pulse  of  its  own  that  call 
throw  off  your  count.  To  ge 
as  accurate  an  exercise  rat« 
as  possible,  Marchetti  adl| 
vises,  take  your  pulse  as  soor 
as  you  stop  walking.  Coun 
the  number  of  beats  in  su 
seconds  and  multiply  by  ten 
Note:  If  you  have  a  histor 
of  heart  disease — a  previou 
heart  attack  or  any  other  car 
diac  abnormality — exercis 
ing  at  75%  of  maximun 
might  be  too  much  for  you 
Instead,  set  70%  as  your  tar 
get.  The  same  thing  goes  i 
you  have  a  low  resting  puis' 

IT 


The  New  \  ork  Walkers  Club  bits  the  road 
With  practice,  a  suh-6-minute  mile. 
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(ft/hile  we 
Im  no  monopoly 
jluxury,  the  Buick 
fctra  Park  Avenue  is 
jply  endowed  with 
gance  and 
rnement.  And  while 

|3uicks  imply  a  certain  amount  of  prestige, 
I  Park  Avenue  is  the  most  prestigious  of  all 
fcks.  Its  sophisticated  design  enhances  any 
^ironment.  Its  accommodations,  as  you 


*  to 


can  see, 
are  not 


Official  Car  of  the  XXIIIrd  Olympiad 
Los  Angeles  1984 


merely 
luxurious,  but 
genuinely  sumptuous.  And  its 
niceties  are  very  nice  indeed.  Power  brakes, 
power  seats,  power  steering,  power  windows, 
power  door  locks,  and  air  conditioning,  for 
example,  are  not  optional  add-ons.  They  are 
standard  equipment.  We  invite  you  to  advance 
to  your  Buick  dealer,  for  a  close  inspection 

of  the  Electra  Park  Avenue.  Then,       1  COTl 
buckle  up  your  seat  belt  and  Pi )  y  L  j J | 

pass  "Go."  Very,  very  comfortably.     Wouldn't  you  really  ratlier  have  a-Buick? 


Personal 
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(the  average  is  about  78  beats  per  min- 
ute; 50  to  60  is  low). 

You  can  design  a  good  training  pro- 
gram and  improve  your  style  by  join- 
ing a  club.  Walking  clubs  are  usually 
headed  by  coaches  or  other  fitness 
experts,  who  can  offer  all  sorts  of  prac- 
tical advice  about  technique,  mileage, 


diet,  etc.  Race  walking  clinics  are  held 
weekly  by  clubs  in  many  cities.  To 
inquire  about  clubs  in  your  area,  write 
to  Howard  Jacobson,  New  York  Walk- 
ers Club,  445  E.  86th  St.,  Dept.F,  New 
York,  N.Y .10028.  For  additional  infor- 
mation on  the  sport,  Metamucil,  the 
laxative  maker,  offers  a  free  booklet. 
Write  to:  Keeping  Fit  Over  Fifty  Years, 
Box  5110,  Chicago,  111.  60680. 

Race  walking  may  never  catch  on 
the  way  running  has,  if  only  because 
people  are  self-conscious  about  form. 
"Because  of  the  movement  of  the 
body,  a  lot  of  people  make  fun  of  it," 
says  Sal  Corrallo.  "You've  got  to  be- 
come immune  to  that.  You've  got  to 


smile  at  them,  wave  to  them,  invite! 
them  along." 

But  once  they  try  it,  they  will  dis- 
cover it  isn't  child's  play.  And  top 
competitors  can  really  move  out.  Ray 
Sharp  proved  it  at  the  Millrose  Games 
at  Madison  Square  Garden  in  New) 
York  this  past  January.  The  23-yearj 
old  race  walker,  who  is  headed  for  the 
1984  Olympics,  caught  up  and  passed 
the  field  after  bending  to  adjust  his 
shoe,  accidentally  jarred  loose  from 
behind  by  another  racer.  Sharp  fin 
ished  the  1-mile  race  in  a  record  5 
minutes  46.21  seconds,  a  time  thai 
vast  numbers  of  accomplished  joggers 
will  never  achieve. 


■ 


There's  one  at  every  cocktail  party. 
No  matter  how  good  a  deal  you 
think  you  got  on  the  car  you  just 
bought,  he  can  top  you.  Or  anyone 
else  in  the  room.  But  do  people  ever 
talk  about  the  loan  rates  they  are  pay- 
ing on  the  cars  they  buy?  A  few  per- 
centage points  may  not  seem  like 
much,  but  over  the  course  of  a  three- 
year  loan  they  can  amount  to  $1,000 
or  more  (see  box,  p.  1 78).  And  if  you 
borrow  money  from  yourself— using 
your  portfolio,  cash  or  insurance  as 
collateral — that  figure  can  easily  top 
$1,500  over  the  life  of  a  loan.  Moral: 
While  interest  rates  have  supposedly 
been  dropping  over  the  last  year,  take 
a  look  at  what  banks  are  charging 
consumers.  The  rates  are  still  sky- 
high  (see  table).  If  you  need  a  chunk  of 
cash  for  anything  from  buying  a  car  to 
paying  a  tuition  bill,  don't  beat  a  path 
to  your  trusty  bank. 

The  reasons  consumer  rates  have 
not  dropped  along  with  the  prime  rate 


Points  of  interest 

are  matters  of  speculation.  Banks  can 
cite  the  high  interest  rates  they  now 
have  to  pay  on  money  market-type 
accounts  and  other  new  types  of  ac- 
counts. Cynics  will  point  to  their 
portfolio  of  foreign  loans.  Whatever 
the  reasons,  the  rates  seem  out  of 
whack  with  the  times.  Here  are  some 
alternatives. 

Insurance.  Your  whole-life  or  other 
cash-value  policy  can  provide  the 
cheapest  loan  to  be  found — if  it's  old 
enough.  In  most  policies  dating  back 
to  the  1970s  and  before,  the  annual 
rate  ranges  from  6%  to  8%.  Since 
1981,  policies  have  been  sold  with  a 
variable  interest  rate,  based  on 
Moody's  corporate  average  yield  on 
seasoned  bonds.  Currently  that  rate  is 
around  12.75%.  Most  recent  policy- 
holders, of  course,  won't  have  accu- 
mulated enough  cash  to  make  tapping 
that  source  worthwhile. 

Auto  financing  ageticies.  Thanks  to 
sagging  sales,  the  major  auto  compa- 


nies have  been  offering  loans  of  1 1 .9% 
to  qualified  buyers.  But  as  sales  picfe 
up,  as  expected,  the  auto  credit  agen- 
cies are  likely  to  increase  rates,  prob- 
ably close  to  the  levels  of  what  banks 
are  charging.  It's  a  good  time  to  ar- 
range a  new  car  deal. 

Brokerage  houses.  Thanks  to  dereg- 
ulation, the  lines  between  banks  and 
brokerage  houses  have  blurred  sq 
much  it  is  hard  to  tell  which  is  whichl 
You  can  buy  stock  at  many  banks 
(sometimes  at  discount  rates)  and  you 
can  borrow  money  through  man> 
brokers  (often  at  less  than  what  bank 
charge).  Merrill  Lynch  pioneered  th 
Cash  Management  Account,  and  oth 
er  major  brokers  have  been  forced  ti 
imitate  it,  among  them  Paine  Webber 
E.F.  Hutton,  Prudential-Bache  am 
Shearson/ American  Express.  To  ope: 
a  typical  account,  you  must  hav 
$10,000  or  more  in  cash  or  securitie 
on  deposit.  (At  both  Prudential-Bach 
and  Shearson/ American  Express,  yo 


I 
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In  whose  best  interest? 


Brokers  or  bankers? 


Here  are  recent  loan  rates  offered  by  five  large  banks.  Where  there  is  a 
spread,  it  exists  because  of  one  of  the  following:  the  customer  discount, 
the  term  of  the  loan,  as  with  Bank  of  America,  or  the  amount  of  the  loan. 
The  greater  the  amount,  generally,  the  lower  the  rate. 


Type  of  loan 


Ban* 


Home 

Personal    improvement  Auto 


Overdraft 


Credit 
card 


Bank  of  America 


Chemical  Bank 


Citibank 


Continental  Illinois 


Amalgamated  Bank  \NY) 


141/4-22% 


18-19 


141/2-20% 


16-17% 


17-19    I  17-19 


17 


1  f<  'A 


14% 


14% 


15V4-21% 


15V4-16 


16-18 


16>/4-16Vi 


12%- 13% 


19.8% 


19  lA 


19  V* 


19.8 


NA 


19.8% 


19.8 


If  you  open  a  cash  management- 
type  account,  you  can  borrow  cash 
against  your  stock  and  bonds  at 
very  reasonable  rates.  But  it  takes 
at  least  $10,000  to  open  most  ac- 
counts (only  $1,000,  however,  in 
the.  case  of  Schwab  &  Co.)  You  can 
"borrow"  that  cash  simply  by  writ- 
ing a  check  or  using  your  Visa  or 
MasterCard,  which  automatically 
debits  your  account. 


19.8 


Broker 


19.8 


Merrill  Lynch 


Prudential-Bache 


19.8 


E.F.  Hutton 


NA:  Not  applica! 


Schwab  &  Co. 


Margin  rate 


9%  to  11% 


10  to  11 


9Vz  to  11% 


10  to  11 


It 
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TO  BUY 
GOLD. 


To  many,  the  gold  price  these  days  looks  attractive, 
id  thus  it  is  not  surprising  to  see  a  renewed  interest  in 
e  metal. 

But  what  is  also  not  surprising  is  that  investors  might 
5  overlooking  something  as  they  once  again  move  into 
>ld. 

In  the  past,  many  have  bought  gold  for  the  short  term 
lly—  buying  it  low  and  selling  at  a  higher  price  in  a  few 
onthsorso,  or  maybe  a  few  years  or  so  And,  if  it  didn't 
jrform  right  away  they  dumped  it 
This  has  sometimes  been  a  good  tactic,  but  it  also 
nores  the  classic  reason  to  own  gold. 

AN  INVESTMENT  IN  GOLD  IS 
A  KIND  OF  INSURANCE. 
Gold  is  not  like  other  investments.  It  is  not  like  stocks 
ibonds.  It  is  not  like  collectibles,  it  is  not  like  options,  it 
\not  like  real  estate  It  is  not  even  like  silver,  which  is 
ailable  in  larger  quantities,  and  is  also  stockpiled  for 
Wary  and  industrial  uses 

Gold  is  man's  classic  hedge—  whether  against  inf la- 
in ,  a  stock  market  crash,  a  devaluation,  a  bank 
ilure— against  almost  any  monetary  crisis.  It  has  been 
s  way  historically;  the  hedge  that  moves 
dependency  of  paper  investments.  And 
3  wise  investor  uses  it  as  such  with  10 
15  percent  of  his  long  term  port- 
io  or  savings  in  gold  You,  after 
,  insure  your  life,  your  home, 
•ur  car-  why  not  insure  your 
ktfolio? 

Once  you've  made  a  commit- 


ACFUAL  SIZE 


ment  to  gold,  you'll  find  there's  only  one  coin  that  really 
stands  out:  The  Krugerrand 

No  other  gold  coin  offers  you  so  many  of  the  good 
investment  attributes  of  the  South  African  Krugerrand:  Its 
four  sizes  offer  exactly  one  ounce,  1/2  ounce,  1/4  ounce, 
and  1/10  ounce,  of  pure  gold.  So  you  can  easily  relate  them 
to  the  daily  gold-ounce  price. 

NO  OTHER  COIN  GIVES  YOU 
MORE  PURE  GOLD. 
The  Krugerrand's  gold  content  is  absolutely  accurate- 
each  coin  contains  its  full  designated  gold  content.  The 
gold  used  in  Krugerrands  is  .9999  gold  — which  is  the 
purest  gold  you  can  buy.  An  extra  alloying  metal  is  added 
to  Krugerrands  to  make  them  hard  enough  to  resist 
scratching  and  denting  -a  feature  not  offered  in  all  gold 
coins.  (It's  harder  to  sell  back  a  damaged  coin.) 

Minted  in  volume  and  therefore  sold  at  a  low  premium 
over  the  gold  price,  you  buy  Krugerrands  at  many  local 
coin  dealers,  precious  metals  companies  and  at  some 
selected  banks  and  brokerage  firms 
And  you  now  know  the  real  reason  to  buy  them. 
For  information  and  dealers  near  you  call  800-526- 
7843  Ext.  5163  (in  New  Jersey,  800-522-4503)  or  send 
the  coupon  below 


KRUGERRAND  INFORMATION  SERVICE  5163 
PO  Box  5544  Clifton  N  J  07015 

Please  senu  free  brochure  and  a  list  ot  Krugerrand  dealers 
Name  


.Z.p- 


Home  telephoned- 


Business  telephone! 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


©  1983  International  Gold  Corporation  Ltd 


Personal 
Affairs 


need  $25,000.)  You  can  write  checks, 
write  your  own  loans  and,  using  Visa 
of  MasterCard,  even  withdraw  cash 
from  cash  machines.  Discount 
brokers  Charles  Schwab  &.  Co.  and 
Fidelity,  not  to  be  outdone,  have  simi- 
lar accounts  but  with  lower  mini- 
mums — $10,000  for  Fidelity;  and  for 
Schwab,  $1,000  in  cash  or  $5,000  in 


securities. Typically,  you  can  borrow 
up  to  half  the  value  of  your  securities 
at  will,  without  prior  approval.  Sim- 
ply write  a  check,  or  use  your  Visa  or 
MasterCard.  And  the  amount  of  mon 
ey  you  borrow — with  no  time  limit— 
is  charged  to  you  at  a  few  points  above 
the  broker  call  rate,  which  is  now  9% 
to  9.5%.— W.G.F. 


Union-made 


At  least  one  bank  laughs  out  loud  at  the  high  rates 
charged  by  others — and  tries  to  make  hay  out  of  them. 
Amalgamated  Bank  of  New  York,  the  only  surviving 
union-owned  bank  in  the  U.S.  (it  is  headquartered, 
appropriately,  on  dreary  Union  Square  in  downtown 
Manhattan),  offers  rates  on  personal  and  auto  loans 
that  are  as  much  as 
6.25%  below  those 
charged  by  other  lending 
institutions. 

Ed  Katz,  president  and 
CEO  of  the  60-year-old, 
plain-Jane  bank  that  is 
wholly  owned  by  the 
Amalgamated  Clothing 
&  Textile  Workers 
Union,  loves  to  rub  it  in 
to  his  rivals.  In  a  series 
of  ads  appearing  on  the 
op-ed  page  of  the  New 
York  Times,  Katz  appeals 
to  the  small  customers 
and  savers  other  banks 
seem  to  eschew.  One 
recent  ad  read:  "A  senior 
official  of  New  York's 
largest  bank  managed  to 
turn  the  clock  back  at 
least  50  years  with  a 
statement  made  recent- 
ly to  the  Times:  'A  person 
with  only  $200  or  $300 
in  savings  should  not  be 
in  a  bank,'  he  said, 
apparently  because 
these  small  accounts  are 
unprofitable.  Where 
should  such  a  person 
keep    funds,    he  was 


ULY  LABOR  BANK 

IK  BANK  T»««T  WORKS 
THE  WC      U  PERSON 


Amalgamated  Bank's  Ed  Katz 
No  loans  to  Peru,  thank  you. 


deposit  funds  there,  although  customers  need  not  be 
union  members. 

"The  spread  on  what  we  charge  and  what  the  other 
banks  charge  has  never  been  so  great,"  says  Katz.  "The 
banks'  cost  of  money  is  around  9%,  yet  their  rates  on 
consumer  loans  are  as  much  as  19%.  The  consumer  is 

getting  the  business." 

Katz  fairly  preens  as 
he  points  out  the  cost 
differences  on  auto 
loans  recently  offered  by 
Amalgamated  and  com- 
peting banks  in  New 
York  City.  Assuming 
that  $10,000  is  needed 
to  purchase  a  new  car, 
and  the  term  is  for  36 
months,  a  borrower 
would  have  to  take  out 
an  installment  loan  at 
$12,084.59  from  Amal- 
gamated, at  an  annual 
rate  of  12.7%.  The  dollar 
savings  versus  that  at 
other  banks  ranges  from 
$173.31  (Bank  of  New 
York,  at  13.75%)  up  to 
$929.46  (European- 
American  Bank,  at 
18%).  Amalgamated's 
rates  were  about  to  be 
cut  even  further  as 
Forbes  went  to  press: 
1 1 .9%  for  American- 
made  cars,  12.9%  for 
foreign  cars  and  14.5% 
for  personal  loans  (from 
143/4%). 
"Ours   is  the 


same 


asked.  'Back  under  the  mattress,'  he  replied.  We  at 
Amalgamated  emphatically  disagree."  Such  ads  have 
earned  it  the  nickname  "the  hippie  bank"  and  have 
won  it  lots  of  blue-collar  depositors. 

Amalgamated  is  no  giant,  but  it's  far  from  puny — its 
assets  of  over  $1.25  billion  rank  it  approximately  170th 
in  size  in  the  U.S.,  among  the  top  1.5%.  Many  unions 


money  as  Citibank's,"  quips  Katz.  "It's  a  mystery  to 
me  why  people  will  shop  like  crazy  to  save  $50  on  a 
car's  price,  then  throw  $1,000  away  on  the  financing." 

Katz  is  also  proud  of  the  fact  that  Amalgamated  is 
indeed  a  profitable  bank,  earning  0.9%  on  its  assets  last 
year.  "And,"  he  adds,  "we  don't  have  any  loans  to 
Peru."— W.G.F. 


Quick,  what  is  the  best  way  to  fi- 
nance your  child's  education?  If 
you  reply  a  Crown  loan,  a  Clifford 
trust  or  using  the  Uniform  Gift  to 
Minors  Act,  congratulations.  You 
have  been  paying  attention  to  legiti- 


Not  so  fast,  Clifford 

mate  ways  of  transferring  cash  or  oth- 
er property  to  minors  while  they  are 
very  young,  so  those  assets  can  accu- 
mulate with  little  or  no  tax  penalty 
each  year.  And,  in  the  case  of  the 
Clifford  trust  and  Crown  loans,  you 


even  get  your  principal  back  afte 
your  youngster  graduates. 

But  that  is  not  necessarily  the  bes 
way  to  go,  in  the  view  of  Robei 
Leider,  publisher  of  Octameron  Pres; 
which  produces  a  series  of  guides  fc 
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the  college-bound  and  their  parents. 
"I  think  Crown  loans  are  a  lousy  way 
to  save  for  college  unless  mom  and 
dad  get  a  psychic  satisfaction  out  of 
saving  some  taxes/'  he  says. 

Why  is  that?  Well,  Leider  points  out 
that  colleges  nowadays  use  formulas 
to  determine  how  much  money  par- 
ents and  students  have  to  come  up 
with  to  pay  tuition,  room  and  board 
and  fees.  The  family  payments  are 
based  mainly  on  the  parents'  income. 
But  the  portion  based  on  their  assets 
can  also  be  significant,  and  it  is  here 
where  parent-to-child  loans  come 
into  play.  "The  big  computer  that  de- 
cides how  much  a  family  must  con- 
tribute in  cash  to  a  youngster's  educa- 
tion places  sharply  different  values  on 
assets  held  by  parents  and  assets  held 
by  the  student.  Parental  assets  are  lev- 
ied, generally,  at  5%  of  value;  a  stu- 
dent's assets  are  taken  at  35%."  In 
effect,  a  student's  pot  of  cash  is 
"taxed"  by  the  school  at  a  much  high- 
er rate — seven  times  higher — than  a 
parent's  assets. 

Example:  Let's  say  you  have 
$10,000  in  cash  right  now,  and  your 
child  is  still  a  decade  away  from  the 
campus.  Your  clever  accountant  says 
make  a  Crown  loan  (i.e.,  you  give  a 


demand  loan  of  $10,000  to  your 
youngster  and  let  it  accumulate  inter- 
est in  the  kid's  name  until  he  or  she 
graduates  from  college;  then  you  "de- 
mand" the  $10,000  back).  Clever,  but, 
says  Leider,  not  the  best  way  to  go. 

It  remains  true,  of  course,  that  if 
you  keep  the  $10,000  in  your  own 
name  and  let  it  accumulate  at  7% 
annual  interest  and  you  are  in  the 
50%  tax  bracket,  after  a  decade  the 
account  will  read  $14,106,  whereas  if 
the  money  is  in  your  child's  name, 
there  will  be  much  more — $19,655 — 
in  the  pot  as  he  heads  for  the  halls  of 
academe. 

But  now  the  college  "taxes"  the  as- 
sets differently.  The  parents  would 
have  to  pay  only  5%  of  their  own 
cache  to  the  school  each  year  ($705 
the  first  year,  $670  the  second  year, 
$637  the  third  year  and  $605  the  se- 
nior year).  The  sum  remaining  would 
be  $11,489. 

But  in  the  case  of  a  Crown  loan  or 
Clifford  trust,  the  student's  $19,655 
would  shrink  a  lot  faster  since  it 
would  be  levied  at  the  higher  rate  of 
35%  annually.  According  to  Leider, 
even  though  most  of  that  money  tech- 
nically is  a  loan  repayable  to  the  par- 
ents, most  college  financial  aid  offi- 


cers will  see  through  the  "loan"  and 
treat  the  entire  amount  as  belonging 
to  the  student.  Result:  The  lump 
shrinks  by  $6,879  the  first  year, 
$4,472  the  second,  $2,906  the  third 
and  $1,889  the  final  year.  That  leaves 
only  $3,509  in  the  pot,  and  the  young- 
ster is  "obligated"  to  repay  the  par- 
ents $6,491  under  the  terms  of  the 
loan.  And  even  if  the  youngster  does 
repay  that  loan,  the  parents  still  net 
less  than  they  would  had  they  simply 
held  on  to  the  same  $10,000  in  the 
first  place. 

"You  could  argue  that  the  lower 
contribution  of  the  family  which  kept 
the  money  will  not  pay  the  college 
bill,"  notes  Leider.  But,  he  points  out, 
that  lower  contribution  will  enhance 
the  family's  eligibility  for  a  low-inter- 
est student  loan.  That  loan,  moreover, 
is  made  to  the  youngster — interest- 
free — while  he  is  in  school,  and  is 
repayable  over  a  long  term.  In  fact,  a 
20-year  repayment  period  is  now  an 
option,  thanks  to  the  Student  Loan 
Marketing  Corp. 

Moral:  In  setting  up  a  Clifford  trust 
or  Crown  loan,  you  could  be  outfox- 
ing yourself.  One  option:  Terminate 
the  loan  or  trust  two  years  before  the 
student  enters  college. — W.G.F. 


Perle  would  be  proud 

If  business  threatens  to  take  you  to 
the  capital  of  the  Sooner  State, 
buck  up:  Oklahoma  City  (or  O.K. 
City,  as  the  natives  call  it)  isn't  exact- 
ly a  cowtown.  Builders  are  remaking 
the  downtown  core  into  a  chrome- 
and-glass  cavern  worthy  of  Philip 
Johnson,  and  liberal  interpretation  of 
Oklahoma's  quaint  liquor-by-the- 
drink  restrictions  has  paved  the  way 
for  a  handful  of  good  restaurants  and 
bars  to  keep  the  fabled  steak  houses 
company.  (Many  think  this  last  ves- 
tige of  the  Prohibition  era 
will  be  done  away  with 
entirely  this  year.) 

Prominent  among  the 
attractions  of  the  new 
Oklahoma  City  is  the  old 
Skirvin  Plaza  Hotel.  Built 
in  1911  by  an  oilman- 
rancher  named  Big  Bill 
Skirvin  (whose  daughter, 
Perle  Mesta,  was  the  cele- 
brated Washington  hos- 
tess), the  Skirvin  Plaza  for 
years  has  been  a  center  of 
Oklahoma  City  social  and 
civic  life.  Belles  still  make 
their  debuts  in  the  hotel's 
Grand  Ballroom,  while 
their  fathers  cut  deals  in 
the  meeting  rooms.  And 
last  year  the  209-room 


Skirvin  emerged  from  a  $10  million 
renovation  that  made  it  opulent 
enough  to  be  listed  as  a  Preferred  Ho- 
tel, in  company  with  Le  Bristol  in 
Paris,  the  Stanford  Court  in  San  Fran- 
cisco and  The  Breakers  in  Palm  Beach. 

Unlike  many  small  hotels  that 
promise  Old  World  charm  but  deliver 
Old  World  claustrophobia,  the  Skir- 
vin offers  big  rooms  full  of  modern 
furniture  and  amenities.  There's  plen- 
ty of  charm,  too:  The  two-story  lobby, 
paneled  in  fumed  oak  and  lighted  by 
Venetian  chandeliers,  is  a  great  place 
to  sip  a  drink  while  a  pianist  plays 


Dining  room  of  the  refurbished  Skinin  Plaza  Hotel 
Still  popular  with  debutantes  and  dealmakers. 


hits  of  bygone  eras.  The  food  isn't  bad, 
either:  The  Park  Avenue  Room  serves 
a  worthy  steak,  and — as  an  acid  test — 
one  recent  visitor  threw  the  kitchen 
staff  into  a  snit  by  ordering  eggs  Bene- 
dict from  room  service  at  10:30  p.m. 
They  arrived,  perfectly  cooked,  with- 
in 15  minutes. 

If  you  or  your  company  is  feeling 
flush,  reserve  the  Perle  Mesta  Suite  on 
the  ninth  floor,  where  "the  hostess 
with  the  mostest"  stayed  when  she 
was  in  town.  The  suite  is  decorated  in 
grand  prewar  style  and,  at  a  relatively 
modest  $200  a  night,  is  comparable  to 
many  double  rooms  in 
large  cities.  (Other  room 
rates  are  similarly  reason- 
able: singles  run  from  $75 
to  $115;  doubles  go  for 
$90  to  $130.) 

Underneath  the  hotel, 
grafted  on  to  the  tunnel 
system  that  connects  the 
main  downtown  build- 
ings, sits  Skirvin  Place,  a 
small  shopping  area  with 
four  good  restaurants  and 
eight  boutiques.  You  can 
even  catch  a  ride  to  the 
airport  in  the  Skirvin's 
white  Cadillac  limousine. 
All  things  considered, 
there  are  many  worse 
ways  to  spend  time  in 
O.K.  City. — AnneBagamery 
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Edited  by  Eamonn  Fingleton 

Real  men  take  risks 

When  people  politely  ask  Alex  Brain- 
ard  to  put  out  his  cigar,  he  often  says 
no,  and  says  it  firmly.  "Men  who 
smoke  cigars  are  clearly  strong-mind- 
ed, independent  and  maybe  even  ma- 
cho," says  Brainard,  56.  He  should 
know.  He  is  president  of  Consolidated 
Cigar,  the  world's  largest  cigarmaker 
and  the  company  behind  brands  like 
Muriel,  Don  Diego  and  Dutch  Treats. 
"Cigar  smokers,"  he  says,  "need  to  be 
able  to  weather  dirty  looks." 

But  according  to  Gulf  &  Western, 
Consolidated  Cigar's  former  owner, 
in  these  days  when  real  men  do  eat 
quiche  and  Phil  Donahue  and  Alan 
Alda  are  lionized  for  their  "sensitiv- 
ity," there  are  a  lot  fewer  macho  men. 
The  cigar  market  has  been  declining 
by  5%  a  year  since  1965.  Seeing  no 
reversal  in  sight,  G&W  put  the  com- 
pany on  the  block  about  a  year  ago. 

Brainard  and  four  other  senior  ex- 
ecutives at  Consolidated  are  betting 
G&W  is  wrong.  Last  month  they 
bought  Consolidated  for  $120  mil- 
lion, $119  million  of  which  they  bor- 
rowed (more  than  half  from  G&W). 

What  do  they  see  that  G&W 
doesn't?  First,  they  are  planning  to  cut 
production  costs  25%  on  two  of  their 
major  brands — Dutch  Masters  and  El 
Producto — with  new  technology  that 
will  do  away  with  the  expensive 
whole  leaves  of  tobacco  that  have  tra- 
ditionally formed  a  cigar's  outer  skin. 
They  will  substitute  a  new  wrapper 
composed  of  tobacco  fragments 
mixed  with  what  Brainard  delicately 
refers  to  as  "extender" — really  cellu- 
lose, coloring  and  flavoring. 

"The  process  of  making  the  wrap- 
per is  a  little  bit  like  making  paper," 
says  Brainard.  "People  who  aren't 
very  kind  call  it  paper,  but  we  prefer 
to  call  it  tobacco." 

How  will  real  men  take  to  the  high- 
tech smokes?  Brainard  admits  the 
taste  will  alter  slightly  but  adds:  "The 
connoisseur  will  notice  and  get  mad 
and  may  go  away  from  you.  But  we 
studied  Phillies,  White  Owl  and  Wil- 
liam Penn  [cigars  that  are  now  made 
with  homogeneous  wrappers],  and 
while  they  lost  some  people,  they 
gained  others."  Brainard  is  also  bet- 
ting on  the  graying  of  America.  Most 


Consolidated  Cigar's  Alex  Brainard 
Smokes  go  high  tech. 


cigar  smokers  are  between  40  and  60, 
an  age  band  now  expanding  as  inexo- 
rably as  baby  boomers'  waistbands. 

After  30  years  as  an  organization 
man  (General  Foods,  then  G&W), 
Brainard  is  eager  for  a  change.  "It  will 
be  nice  not  to  have  to  answer  to  a 
planning  group,"  he  says.  "We  can 
spend  our  remaining  work  years  truly 
enjoying  what  we  do." — Paul  B.  Brown 

Mr.  Empire  State 
strikes  back 

New  York  property  king  Harry 
Helmsley  had  been  talking  for  years 
about  trumping  Chicago's  1,454-foot 


Sears  Tower  with  a  giant  new  Man 
hattan  skyscraper.  Then,  with  Ne 
York  rents  soft  recently,  there  wa 
silence.  Now,  however,  he  seems  a 
least  mildly  bullish  again.  He  tosse> 
$65  million  into  property  in  Decern 
ber  alone  and  plans  to  plow  back  more 
of  his  cash  flow  into  the  market  latei 
this  year.  So  what  is  delaying  hii 
world-beater?    "Interest   rates,"  hq 
says,  rocking  back  in  his  tweed-cov 
ered  executive  chair.  The  prime  rat« 
may  have  fallen  10  points  in  the  las^ 
18  months,  but  that  is  not  enough  foj 
Helmsley,  who  would  not  have  accul 
mulated  his  $750  million  net  wortlj 
without  a  gift  for  shrewd  market  tim 
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Helmsley-Spear's  Harry  Helmsley 
No  monuments  to  himself. 
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ing.  "I  would  have  to  pay  around  12% 
or  13%  for  long-term  money  today, 
and  initially  at  least  that  wouldn't  let 
me  cover  my  costs,"  he  says.  "I  want 
to  borrow  in  single  figures — maybe  at 
8%  or  8.5%." 

Rival  property  magnates  doubt  that 
even  Helmsley,  the  wealthiest  self- 
made  real  estate  man  in  the  Forbes 
Four  Hundred,  can  afford  such  a  spec- 
tacular gamble.  The  whole  thing,  they 
say,  is  Harry's  little  tease  to  give  ri- 
vals sleepless  nights.  But  Helmsley, 
73,  a  rangy  man  who  swims  every 
morning  and  looks  remarkably  fit  for 
his  years,  insists  the  new  pile,  costing 
an  estimated  $600  million,  is  for  real. 
"I  already  have  the  site,  in  midtown 
Manhattan,"  he  offers.  "I  don't  own 
it,  but  I  have  a  verbal  agreement  with 
the  owner."  Helmsley,  whose  Helms- 
ley-Spear  company  already  manages 
the  Empire  State  Building,  is  short  on 
the  sort  of  details  his  rivals  would 
consider  persuasive. 

One  thing  he  is  giving  away  for  free: 
the  new  monster's  height.  "It  will  be 
100  feet  taller  than  Sears,"  he  declares 
with  satisfaction.  The  project's 
splashiness  has  raised  some  eye- 
brows. For  the  higher  he  goes,  the 
bigger  the  proportion  of  space  he  has 
to  allow  for  elevator  shafts,  thus  cut- 
ting into  Helmsley's  all-important 
bottom  line.  Faster  elevators  will  help 
him  beat  the  problem,  he  says. 

Even  so,  it  is  not  like  Helmsley,  who 
began  as  an  office  boy  in  the  manage- 
ment company  that  now  bears  his 


name,  to  build  a  monument  to  him- 
self. His  style  has  always  been  to  snap 
up  ho-hum  secondhand  buildings  and 
turn  them  into  gold  mines  with  mini- 
mal expense.  His  modestly  propor- 
tioned office,  sited  in  an  anonymous, 
elderly  skyscraper  near  Grand  Central 
Station,  sets  the  tone:  His  only  fripper- 
ies are  three  plastic  tourist  replicas  of 
the  Empire  State  Building.  So  far  he 
has  resisted  moving  to  his  flagship 
building,  the  more  glamorous  230 
Park  Avenue.  Says  Helmsley:  "I  can't 
afford  my  own  rents."  — E.F. 

New  balancing  act 

The  Paris-based  International  Energy 
Agency  was  created  nine  years  ago, 
when  oil  prices  were  increasing  and 
the  only  thing  in  sight  was  more  of 
the  same.  Its  primary  mission  was  to 
share  oil  among  its  member  coun- 
tries, which  consist  of  the  U.S.  and 
other  oil-importing  Western  democra- 
cies, in  the  event  of  another  oil  scare. 
So,  with  oil  prices  now  falling,  is  the 
IEA  spinning  its  wheels? 

Far  from  it,  says  Ulf  Lantzke,  the 
56-year-old  German-born  lawyer  who 
has  headed  the  IEA  since  1974.  In 
creating  the  agency,  Lantzke  says,  the 
basic  objective  was  to  stop  the  high 
cost  of  energy  from  putting  a  brake  on 
economic  growth.  "We  are  still  not  in 
a  position  today  to  say  that  has  been 
accomplished,"  he  maintains. 

Lantzke  takes  the  long  view.  Low 
economic  growth,  he  points  out,  has 


Profiles  in  height 


Helmsley's  shadowy  structure  in  New  York  City  will  be  the  fifth  office 
complex  to  claim  the  "world's  tallest"  title  since  1930.  The  taller  you 
build  a  building,  of  course,  the  bigger  the  proportion  of  space  you  need  for 
elevators.  Helmsley  hopes  faster  elevators  will  help. 
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contributed  heavily  to  the  reduction 
in  world  energy  demand.  At  the  same 
time,  it  has  slowed  or  forced  cancella- 
tion of  investments  in  nonoil  energy 
like  solar  power  and  tar  sands  proj- 
ects, which  can  take  as  long  as  15 
years  to  bear  fruit. 


Ulf  Lantzke  of  the  IEA 

A  new  sense  of  mission. 

A  vigorous  and  lasting  economic 
recovery  will  require  much  more  oil 
to  keep  going,  Lantzke  reasons.  And 
finite  oil  is  still  the  only  energy 
source  that  can  readily  be  turned  on. 
He  expects  that  world  oil  demand  in 
non-Communist  countries  will  bot- 
tom out  this  year  and  start  back  up 
again  in  1984. 

So  Lantzke  sees  the  IEA's  mission 
now  as  one  of  promoting  "a  balance 
among  energy  sources" — coal,  nucle- 
ar, gas  and  oil — to  prevent  any  single 
one  of  them  from  upsetting  the  energy 
basket. 

The  IEA  is  stepping  up  R&D  work 
on  things  like  coal  technology,  en- 
hanced oil  recovery,  solar  power  and 
nuclear  fusion.  IEA  at  present  coordi- 
nates 45  projects,  which  are  paid  for 
on  a  cost-sharing  basis  by  member 
countries.  Lantzke  is  also  spending 
more  of  his  time  on  the  interview 
circuit:  "With  energy  you  have  to  re- 
peat your  message  every  week.  People 
just  don't  remember." 

In  the  short  term  does  he  think  oil 
prices  have  hit  bottom?  He  says:  "At 
$29  a  barrel  there  is  still  a  lot  of  spare 
capacity." 

Should  oil  prices  fall  still  further, 
Lantzke  professes  to  have  limited 
sympathy  for  the  big  oil  companies 
that  have  been  taking  it  on  the  chin. 
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Meanwhile,  in  a  small  way,  he  is 
already  personally  savoring  the  bene- 
fits of  cheaper  oil.  He  reports  it  now 
costs  $29  to  fill  up  the  55-liter  tank  of 
the  high-performance  BMW  he  uses  at 
home  in  Bonn,  where  he  commutes 
every  weekend.  A  year  ago  it  was 
$38  — Carol  E.  Curtis 


In  the  Hindenburgs  wake 

Airships,  we  thought,  had  gone  the 
way  of  the  dinosaur.  But  Keith  Wick- 
enden,  an  amiable  British  business- 
man-cum-politician,  reckons  they  are 
about  to  stage  a  spectacular  second 
coming.  He  is  chairman  and  a  major 
backer  of  Airship  Industries,  a  new 
blimp  builder  launched  last  month  on 
the  British  equivalent  of  the  U.S. 
over-the-counter  market.  So  far,  Air- 
ship Industries,  which  traces  its  roots 
to  two  fledgling  airship  companies 
that  merged  in  1978,  has  built  one  $2 
million  164-foot  prototype.  Several 
more  are  in  the  pipeline,  among  them 
two  for  a  Greek  shipping  company 
and  one  for  the  British  government. 

"Demand  could  be  amazing — as 
many  as  200  airships  a  year,"  Wicken- 
den  says.  He  hopes  to  sell  airships  to 
cargo  carriers  and  to  governments  for 
coastal  surveillance  missions,  but 
Wickenden  gets  most  excited  about 
the  potentially  lucrative  passenger 
market. 

Airships  became  the  lepers  of  avi- 
ation in  1937,  when  the  giant,  hydro- 
gen-filled German  airship  Hinden- 
burg  burst  into  flame  upon  docking  at 
Lakehurst,  N.J.,  claiming  35  lives. 
Wickenden's  behemoths  will  be  filled 
with  helium,  a  lighter-than-air  gas 
that  was  rare  in  the  1930s  but  is  now 
abundant.  Unlike  hydrogen,  helium  is 
inert  and  therefore  nonflammable. 
Also  boosting  hopes  for  a  revival  are 
improved  weather-forecasting  and 
more  sophisticated  engines,  making 
the  ships  more  maneuverable.  Be- 
cause the  durable  polyester  construc- 
tion of  their  gas  bags  is  much  lighter 
than  the  rubberized  dacron  once 
used,  they  are  also  said  to  be  superior 
to  the  blimps  that  Goodyear  built  for 
the  U.S.  Navy  during  WWII  and  still 
operates  for  publicity  pur; 

Wickenden,  50,  is  a  staui  Con- 
servative member  of  Parlian 
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Airship  Industries'  Keith  Wickenden  and  the  law 
Defying  gravity — and  the  trade  unions. 


cheerfully  risks  trade  union  wrath  by 
naming  his  ferries  Spirit  of  Free  Enter- 
prise and  the  like.  He  controls  roughly 
12%  of  Airship  Industries  via  the  Eu- 
ropean Ferries  sea  passenger  transpor- 
tation company,  of  which  he  is  also 
chairman.  He  sees  the  $3  million  in- 
vestment as  hedging  his  bets  on  the 
future  of  sea  transport.  "European 
Ferries  entered  the  business  not  be- 
cause we  wanted  to  make  blimps,  but 
because  we  wanted  to  be  first  to  take 
people  to  the  capitals  of  Europe  by 
airship,"  Wickenden  says,  eyes  light- 
ing up. — Rosemary  Brady 


Reel  profits 

Major  movie  studios  like  MCA,  Co- 
lumbia Pictures  and  MGM  have  vir- 
tually had  a  lock  on  the  business  of 
marketing  films  and  other  programs 
to  television  stations.  It  is  a  hard  busi- 
ness to  break  into.  To  lure  the  best 
products  from  independent  producers, 
a  newcomer  must  have  big  bucks  for 
hefty  upfront  payments  to  producers. 
That,  however,  did  not  deter  Michael 
Gann  and  Michael  Solomon  from 
founding  Telepictures  four  and  a  half 
years  ago.  After  borrowing  $6,000 
from  Garin's  mother,  they  rounded  up 


Telepictures'  Garin  and  Solomon 
The  profits  zoom,  too. 
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i  You  haven't  looked  into 
a  ROLM  phone  system? 
How  embarrassing! 


An  executive  nightmare 
in  one  act. . . 

all  thought  you'd  sold  the  Boss  on  a 
■  safe  buy  from  Bell  Then  just  as  you're 
ut  to  breeze  onto  the  next  agenda  item 
Id  man  gets  inquisitive, 
i/hat  about  ROLM?"  he  asks 
inking  fast,  you  try  to  stall  him  No.  sir 
le  and  I  much  prefer  Naples  this 
of  year" 

lo,  I  mean  the  phones",  he  says  "ROLM 
nes!' 

hat's  what  I  mean,  sir"  you  counter 
oerately.  "The  phones,  the  mail  The 
Ys  great,  but  Rome's  phones  are  a  mess" 
/  now  the  old  man's  growing  a  bit 
ated  He  continues  to  press  you  "I'm 
ng  about  ROLM  R-O-L-M" 
du  search  the  faces  of  your  colleagues 
lelp  But  by  now  they're  counting  the 
d  panels  on  the  ceiling  Finally,  you 
amely:  "Oh  yes,  ahem.  ROLM  Yes, 
we,  uh,  should  be  hearing  back  from 


them,  uh,  next  week,  1  believe" 

Suddenly,  you  wake  in  a  cold  sweat. The 
next  day  at  the  office,  you  call  ROLM. 
And  within  no  time,  you.  the  boss  and 
ROLM  are  living  happily  everafter.  .with  a 
new  business  communications  system 
from  ROLM,  with  integrated  voice  and 
data  communications.  And.  as  you  in 
eluded  the  new  ROLM  PhoneMai' 
message  system,  you're  on  top  of  a 
agenda  items! 

Moral:  In  the  search 
for  better  business 
communications,  all 
roads  lead  to  ROLM 

Computer-controlled 
business  communications 
systems  from  ROLM  have  been  installed 
in  the  top  20  Fortune  500  companies,  the 
10  largest  computer  manufacturers,  the 
top  10  retailers,  nine  of  the  10  largest 
banks  and  many  more  For  more  infor- 
mation on  our  systems  for  24  to  10,000 
phones,  call  toll-free  800-538-8154* 


ROLM  Corporation.  4900  Old  Ironsides 
Drive.  MS-626,  Santa  Clara.  CA  95050. 

•Alaska  California  Hawaii  residents  call  14081 988-2900. 
ext  3025 


Anything  else  is  just  talk. 
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$1.2  million  in  venture  capital. 

They  dreamt  up  the  venture  after 
they  met  at  a  television  trade  fair  in 
Cannes  in  1978.  Says  Garin,  36,  who 
got  his  start  handling  marketing  and 
syndication  at  Time-Life  Films:  "We 
saw  an  opportunity  to  create  an  inde- 
pendent distribution  company  to  par- 
allel the  explosive  growth  of  the  pro- 
duction by  independent  producers 
who  had  grown  dissatisfied  with  the 
outlets  they  had."  Translation:  They 
realized  independent  producers  were 
disenchanted  with  their  traditional 
distributors,  whom  they  suspected  of 
favoring  in-house  productions. 

Their  gamble  proved  spectacularly 
right.  New  York  City-based  Telepic- 
tures'  sales  have  zoomed  from  a  re- 
spectable $8  million  in  its  first  year  to 
$46  million  in  1982.  Aftertax  profits 
last  year  totaled  some  $4.4  million 
and  Garin  and  Solomon's  stock  in  the 
corporation  is  currently  valued  at 
more  than  $11  million. 

They  started  out  with  a  lot  in  com- 
mon. "We  had  both  worked  for  huge 
corporations  and  recognized  obstruc- 
tions to  growth  within  them,"  says 
Solomon,  an  articulate,  former  mar- 
keting man  at  MCA,  Universal  Pic- 
tures' parent  company.  "The  person 
in  the  other  office  is  afraid  of  you  if 
you  do  your  job  well." 

In  retrospect,  Garin  and  Solomon 
realize  they  could  hardly  have  chosen 
a  better  moment  to  launch.  By  the 
late  1970s,  the  television  industry 
was  already  in  a  state  of  fission, 
thanks  to  the  rise  of  cable  and  the 
growth  of  independent  producers, 
whose  share  of  prime-time  television 
had  mushroomed  to  nearly  two- 
thirds.  They  also  had  some  lucky 
breaks  with  their  merchandise.  Two 
of  their  shows,  "More  Real  People" 
and  "People's  Court,"  have  turned 
out  to  be  blockbusters,  accounting  for 
75%  of  revenues  last  year. 

Industry  watchers  like  Roy  Fur- 
man,  who  runs  a  Wall  Street  institu- 
tional research  firm,  give  a  lot  of  cred- 
it to  Telepictures'  aggressiveness. 
Says  Furman:  "One-on-one  negotia- 
tions with  hundreds  of  TV  stations 
require  outstanding  marketing  and 
promotional  skills.  And  before  that 
you  have  to  convince  producers  you 
intend  to  stay  around."— Martin  Love 


Give  me  your  well-heeled 

What  a  difference  a  century  makes. 
When  the  Statue  of  Liberty  was  being 
planned  in  the  1880s,  America's  busi- 
ness class  made  the  idea  about  as  wel- 
come as  an  interloper  at  a  society  ball. 
While  the  city's  schoolchildren  con- 
tributed their  pennies,  New  York's 
complacent  financiers  stalled  about 
finding  their  share  of  $270,000  needed 
to  provide  a  base  for  the  French-fund- 
ed monument  on  Bedloe's  Island  (lat- 
er renamed  Liberty  Island)  in  Upper 
New  York  Bay.  They  opened  their 
checkbooks  only  after  their  stinginess 
was  lambasted  by  newspaper  propri- 
etor Joseph  Pulitzer. 

A  government-appointed  commis- 
sion now  aims  to  raise  $230  million  to 
restore  the  statue  and  create  a  new 
museum  of  immigration  at  nearby  El- 
lis Island.  The  campaign  will  climax 
in  1986,  the  statue's  centenary,  but 
already,  according  to  campaign  execu- 
tive director  J.  Paul  Bergmoser,  the 
great  and  the  good  of  American  corpo- 
rate life  are  lining  up  to  be  in  on  it. 


the  total  from  only  25  sponsors.  The' 
will  be  designated  "official"  sponsor! 
and  are  being  lured  with  the  promisi 
of  being  able  to  key  their  advertisin 
and  promotion  to  Statue  of  Libert) 
centennial  events.  They  will  get  firs 
refusal  on  television  advertising  tim 
in  programs  relating  to  the  center] 
nial.  They  can  offer  competitioi 
prizes  linked  to  the  celebration.  Ant 
they  will  be  allowed  to  use  the  cam 
paign's  logo  in  advertising  and  oi 
packages. 

Bergmoser  reckons  that  companie 
in  packaged  goods  and  other  consum 
er  products  are  naturals  for  sponsoi 
ship.  The  Stroh  beer  company  has  al 
ready  agreed  to  come  in,  paying  "se\ 
eral  millions"  for  the  privilege 
Coca-Cola,  which  funded  the  cam 
paign's  startup  costs,  will  almost  cei 
tainly  be  a  major  sponsor — particulai 
ly  as  its  centenary  happens  to  be  198C 
Bergmoser  is  also  believed  to  be  press 
ing  hard  other  companies  with  up 
coming  centenaries — Westinghousi 
and  Johnson  &  Johnson  among  their 

Meanwhile  Bergmoser,  who  trace 


Bergmoser  and  beneficiary 
Big  business  to  the  rescue. 


"This  is  one  of  the  biggest  fund- 
raising  exercises  ever,  but  we  are  con- 
fident from  the  responses  we  have  had 
so  far  that  we  will  meet  our  target 
comfortably,"  says  Bergmoser,  67,  a 
former  president  of  Chrysler  Corp. 
"About  $200  million  will  come  from 
corporations.  We  have  already  spoken 
to  17  or  18  potential  major  benefac- 
tors and  they  are  all  interested." 

Bergmoser,  a  lifelong  auto  man  (he 
worked  for  Ford  before  Chrysler),  is 
organizing  the  campaign  with  all  the 
elan  of  an  old-style  Detroit  car 
launch.  He  aims  to  collect  nearly  half 


his  roots  to  Germany  on  his  father' 
side  and  Ireland  on  his  mother's,  i 
working  on  dozens  of  projects  aime 
at  raising  $30  million  from  the  genei 
al  public.  He  hopes  banks  and  utilitie 
will  include  appeals  in  their  mailing: 
And  he  is  planning  a  direct-mail  ap 
proach  to  several  million  upscal 
households.  The  omens  are  good:  . 
test  mailing  of  40,000  drew  a  respona 
(with  money)  from  3.2%.  As  Berj 
moser  points  out,  in  the  direct-ma, 
business  a  response  rate  of  0.5%  is  pa 
for  the  course.  — E.F. 
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Plug  your  Osborne™  into  the  telephone 
Say  hello  to  the  information  age. 


Say  hello  to  electronic  mail,  because  now 
you  can  send  tiles  and  intormation  electron- 
ically—literally over  the  telephone  lines— 
from  your  Osborne  Personal  Business 
Computer  to  other  Osborne  computers, 
to  electronic  bulletin  boards,  and  even 
to  other  computers. 

(Why  wait  for  overnight  delivery  when 
you  can  send  a  twenty-page  document 
around  the  world  in  three  minutes?) 

And  say  hello  to  more  information,  too, 
because  now  you  can  easily  connect  to  a 
variety  of  information  networks.  Like  THE 
SOURCE™  America's  Information  Utility. 
(A  subscription  offer  is  included  with  the 
COMM-PAC™  communication  ,  option.)  Or 
like  the  DOW  JONES  News/Retrieval  Service' 
—your  direct  connection  to  Wali  Street. 

The  Osborne  Personal  Business  Computer 
is  the  most  cost-effective  personal  produc- 
tivity investment  for  the  individual  who  works 

Trademarks  OSBORNE  1.  COMM-PAC  Osborne  Computer  Corporation.  SOURCE  Source 
Registereo  Trademarks  DOW  JONES  News/Retrieval  Dow  Jones  &  Company  Inc 


with  words,  numbers,  and  information. 

And  only  $265  more  buys  the  COMM-PAC 
modem/communications  option  for  the 


Osborne  system.  Now  your  Osborne  can  talk 
to  the  world. 

You'll  find  the  world  has  a  lot  to  say.  For 
the  name  of  your  nearest  Osborne  dealer, 
dial  (800)  772-3545  ext.  905  (in  California); 
(800)227-1617  -= 
ext.  905  (outside 
California) 

Telecomputing  Corporation 


COMPUTE  P  CORPORATION 


The  Forbes/WUshire  5000  Review 


•^y'  Percent  chlngc  in  last  two  weeks 


A   M   J  JASONDJFM 


low  idle.  After  gaining  fairly  steadily  since  the  beginning 
f  the  year,  the  market  took  a  bit  of  a  breather.  The  last 
me  every  major  indicator  declined  was  in  mid-Decem- 
er,  and  the  market  quickly  returned  to  its  winning  ways, 
the  current  drop  another  relatively  mild  round  of  profit- 
king?  Or  is  it  the  beginning  of  the  long-anticipated 
orrection?  The  trend  in  interest  rates  and  first-quarter 
iarnings  reports  probably  holds  the  key. 
i  During  the  recent  two  weeks  the  Wilshire  index  lost 
it,. 2%,  and  the  Dow  was  down  2.0%  on  relatively  light 
rading  volume.  By  comparison,  NASDAQ  stocks  slipped 
>nly  0.3%.  While  falling  oil  prices  hurt  the  energy  stocks 


as  a  group,  the  major  oils  were  generally  hit  harder  than 
the  secondary  issues.  Thus,  the  Amex  fell  only  1.0%, 
while  the  entire  energy  sector  dropped  6.2%. 

The  price-to-earnings  multiple  of  the  25  Dow  stocks 
that  showed  profits  over  the  last  12  months  hit  a  new  high 
of  13.3.  The  blue  chip  Dow  is  now  selling  at  a  slightly 
higher  multiple  than  the  market  as  a  whole.  Will  the  rest 
of  the  market  catch  up,  or  are  the  blue  chips  finally  getting 
ahead  of  themselves?  Since  these  stocks  are  highly  visible 
and  widely  held,  the  higher  their  multiples  go  the  more 
vulnerable  the  entire  market  becomes — especially  if  reali- 
ty can't  catch  up  with  optimistic  expectations. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

I  in  last  4  weeks 

1.3 

-2.4 

2.3 

1.1 

-0.7 

1.4 

in  last  52  weeks 

38.1 

35.1 

38.7 

35.8 

50.3 

54.3 

i 


Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.6 

1.8 

0.9 

6.3 

3.0 

4.4 

2.3 

2.9 

5.0 

1.8 

in  last  52  weeks 

95.0 

42.3 

69.5 

113.0 

36.9 

107.6 

110.3 

46.0 

51.2 

84.1 

ased  on  sales. 

i  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
.  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


He:  All  data  for  periods  ending  3/18/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
:  ORBES,  APRIL  11,  1983 
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Where  The  Action  Is 


No  favorites,  really.  Investors  moved  money  out  of  all 
nine  industry  sectors  over  the  last  two  weeks.  This  is  the 
first  time  since  the  August  rally  that  every  group  has 
posted  negative  results.  With  oil  prices  falling,  energy 
stocks  led  the  list  of  losers.  But  raw  materials  stocks — off 
4.5% — were  hard  hit,  too.  Much  of  that  decline  can  also  be 
placed  squarely  in  OPEC's  lap.  Several  of  the  gold  stocks 


in  this  group  were  sold  off  in  response  to  the  decline  in  oil 

prices. 

The  strongest  group,  on  the  other  hand,  was  consumer 
nondurables.  They  fell  a  comparatively  modest  0.4%. 
Why  were  these  stocks  the  best  of  a  bad  lot?  Perhaps  some 
investors  were  cheered  by  the  slim  month-to-month  de- 
cline in  retail  sales. 


Percent  change  in  last  52  weeks  '^y'  Percent  change  in  last  two  weeks 


Capital  goods 

+  25  * 

0                \  / 

-25 

|  |  II  1  1  1  1  1  1  1  1  1  1  1  1  1 

11+1 1 1 1 1 1 

'82 

1  '83 

Energy 

+  25 

0 

-25 

I  1  1  1  11 

1  1  1  1  I  1  1  1  1  1  1 

1 1 1 1  1 1 1  1 

'82 

1  '83 

Technology  .  

+  25  / 

-25 

1  1  1  1  1  1  1  II  1  II  1  1  1  1  1 

1  1  |  1  I  I  II  I 

'82 

1  '83 

Consumer  durables 

+  25  / 

0 

-25 

1  |  |  1  1  1  1  1  1  1  1  1  1  1  II  1  1  1  1 

1 1 1 1 1 1 

'82  1 

'83 

Finance 

+  25  /^\^^ 

0  \^ 

o 

-25 

1  1  1  1  1  1  1 

Mill 

1  1  1  1  1  1 

1 1 1 1 1 1 1 

'82 

1  '83 

Transportation 

+  25 

o  ^~~v 

o 

-25 

1  1  1  1  1  1  1  1  1  I  1  1 

MINI 

'82 

Mill  1  | 

'83 

Consumer  nondurables  and  services 


+  25 

0 

-25 

1  II  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  II  1  1  !  1 

'82 

'  '"1 

Raw  materials 


-25 


I  I  I  I  I  I  I  I  M  I  I  I  I  M  I  II  I  II  I 
•82 


Utilities 


-1.3 


-25 


I  |   I  I  1  I  I  M   I  I  I  I  I  I  I  I   I   I  I    I  I   I  I  Ij 


■82 


'83 


W  hat  The  Analysts  Think 


Status  quo.  Analysts  changed  very  few  positions  over  the  meantime,  hard-hit  energy  stocks  are  still  the  favorites 
last  two  weeks.  Perhaps  they  are  waiting  to  see  where  the  while  the  strongest  group,  consumer  nondurables,  is  still 
market  moves  before  committing  themselves.  In  the    sitting  in  last  place. 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.56 


2.64 


2.72 


J — I — I  1 — I  1  1  I  I  I  llll 

FMAMJJ    ASONDJ  FM 


Current 

Rank 

Rank 

Rank 

Sector 

.opinion 

2  weeks  ago 

4  weeks  aj 

1 

Energy 

2.66 

1 

1 

2 

Utilities 

2.68 

2 

2 

3 

Technology 

2.70 

3 

3 

4 

Capital  goods 

2.72 

4 

4 

5 

Transportation 

2.74 

5 

 '—i 

6 

Raw  materials 

2.77 

6 

5 

7 

Finance 

2.81 

7 

8 

Consumer  nondurables 

2.83 

8 

8 

9 

Consumer  durables 

2.89 

9 

9 

Opinion  ratings  axe  ranked  on  a  scale  of  1  (strong  buy)  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  gn 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  3/18/83.  Prepared  by  Wilshirc  Associates,  Santa  Monica,  Calif 
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Who  invented  the  financial 
service  so  original  that  everyone 

is  scrambling  to  copy  it? 


Five  years  ago,  Merrill  Lynch  perceived  an 
investor  need  and  created  the  Cash  Management 
Account®  financial  service  to  meet  it. 

Nowadays,  it  seems  obvious:  to  have  a  sin- 
gle account  that  lets  you  handle  your  investments, 
write  checks,  make  purchases  on  a  special  VISA® 
card,  write  your  own  loans,  and  even  withdraw  cash 
almost  anywhere  in  the  world 

Income  is  automatically  swept  into  a  money  market  fund, 
so  all  your  money  keeps  working  virtually  all  the  time. 

Even  better,  every  CMA®  brokerage  account  is  serviced 
by  a  Merrill  Lynch  Account  Executive.  You'll  have  access  to  an 
unsurpassed  range  of  investment  ideas  that  suit  eveiy  need,  from 
strict  conservatism  to  aggressive  speculation. 

And  the  CMA  program  keeps  getting  better  recently  we 
added  excess  SI  PC  type  coverage  for  all  securities  held  by  Merrill 
Lynch  for  up  to  $10  million  per  customer. 

Despite  dozens  of  imitations,  the  CMA  service  is  currently 
attracting  more  than  1,000  new  customers  a  day,  customers  who 
invest  a  minimum  of  $20,000  (and  most  of  whom  are  new  to 
Merrill  Lynch).  Because,  after  all,  who  wouldn't prefer  the  origi 
nal  to  a  copy? 

For  complete  information,  including  a  prospectus  contain 
ing  all  sales  charges  and  expenses,  call  toll-free  1  800  MERRILL 
(ext.  497)  Monday  through  Friday,  8:30  A.M.  to  midnight 
Eastern  time.  Read  it  carefully  before  you  invest  or  forward  funds. 

Or  talk  to  a  Merrill  Lynch  Account  Executive.  No  one 
else  can  give  you  more  help  with  more  kinds  of  investments. 
No  one  else. 


Who  else  but 


Merrill  Lynch 


Merrill  Lynch 

eh,  Pierce,  Fenner  &  Smith  1m 

A  broad  apart. 


Cash  Management  Al count  program  is  proprietary  to  Merrill  Lynch  Covered  by  US.  Patent  No  4,346,442;  other  1 1  S.  and  foreign  patents  pending 
•pyrighl  I9H3  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  Published  in  US  A  All  rights  reserved  Member,  SI  PC. 


Statistical  Spotlight 


from  October  1980.  Pay  attention  to 
earnings  projections,  relative  cash 
flow  and  yield. 

Sure,  everyone  is  talking  about  oil 
gluts  and  drilling  slowdowns,  but 
look  at  the  numbers.  Even  if  current 
earnings  estimates  slide  by  25%— 
something  that  is  likely  to  happen  as 
analysts  recalculate  on  the  basis  ol 
today's  spot  petroleum  market — inte- 
grated companies  like  Exxon  are  still 
selling  at  6  times  1983  earnings 
That's  half  the  current  market  multi- 
ple. Consider,  too,  the  safe  9.9%  yield, 
more  than  you  can  get  these  days 
from  any  money  market  fund. 

Such  comparisons  are  often  less 
dramatic  for  independent  and  oil  ser- 
vice firms.  But  they  have  other  allur- 
ing aspects.  The  producers  typically 
sport  impressive  cash  flow  ratios,  anc 
the  suppliers  are  often  high-tech  out 
fits  in  disguise.  What's  to  prevem 
someone  from  acquiring  Petroleurr 
Equipment  for  its  cash  or  Hughes 
Tool  for  its  scientific  knowhow? 

Now  look  at  these  companies  rela 
tive  to  today's  investment  alterna 
tives.  If  OPEC  members  cheat  on 
their  production  quotas,  oil  prices 


Integrated  oils 

Nearly  all  of  these 

issues  are 

selling  at  significant  dis-    have  modest  leverage,  competitive  yields  and  below- 

counts  from  breakup  value.  Most 

companies 

also    market  multiples  based  on  1983  earnings  estimates. 

%  change 

1983 

Relative 

Book 

Breakup 

since 

Recent 

Price  range 

Latest  12-month 

EPS 

cash 

value/ 

Debt/ 

value 

Company 

10/31/80 

price 

1980  to  present 

EPS 

P/E 

est 

flow* 

share 

equity 

per  share 

Yield 

Murphy  Oil 

-61% 

207/8 

64  -ISV2 

$4.31 

4.8 

$4.21 

1.20 

$22.04 

42% 

$  36.90 

4.8% 

Standard  Oil  Ind 

-47 

39 

99%-33'/2 

6.25 

6.2 

6.73 

0.96 

37.58 

32 

125.15 

7.2 

Amerada  Hess 

-46 

21% 

54%- 15% 

2.00 

10.7 

3.71 

0.90 

30.57 

61 

71.55 

5.1 

Standard  Oil  Ohio 

-44 

38 

91%-261/2 

7.63 

5.0 

7.50 

0.84 

49.72 

75 

139.40 

6.8 

Phillips  Petroleum 

-41 

30% 

62%-23'/2 

4.23 

7.3 

4.58 

1.06 

36.77 

20 

79.95 

7.1 

Getty  Oil 

-40 

53% 

108%^tl% 

8.61 

6.2 

8.83 

1.27 

58.10 

13 

167.45 

4.9 

Union  Oil  of  Cal 

-39 

29 

56%-21% 

4.63 

6.3 

4.91 

1.20 

23.69 

26 

95.25 

3.4 

Atlantic  Richfield 

-38 

37l/4 

74%-32% 

6.61 

5.6 

6.98 

0.82 

35.89 

43 

136.95 

6.4 

Sun  Co 

-33 

31Va 

59%-26% 

4.49 

7.0 

5.20 

0.92 

41.99 

47 

108.25 

7.4 

Tesoro  Petroleum 

-33 

ISVa 

32%- 14 

2.34 

6.5 

3.17 

0.61 

28.82 

3 

38.95 

2.6 

Pennzoil 

-31 

35% 

62'/2-23% 

3.60 

9.9 

4.28 

0.95 

22.77 

81 

61.80 

6.2 

Mobil 

-30 

26  % 

44%-19'/2 

3.31 

7.9 

4.28 

0.90 

34.45 

25 

92.15 

7.7 

Kerr-McGee 

-29 

29% 

46'/2-22'/2 

4.30 

6.9 

4.44 

0.89 

28.98 

56 

62.60 

3.7 

Ashland  Oil 

-23 

28% 

45%-20'/2 

4.64 

6.2 

4.18 

1.09 

36.78 

79 

28.05 

8.4 

Gulf  Oil 

-22 

30% 

54%-24% 

6.03 

5.1 

5.17 

1.14 

58.21 

17 

118.40 

9.1 

Exxon 

-21 

30'/4 

44%-24% 

4.82 

6.3 

5.01 

0.89 

32.84 

18 

82.75 

9.9 

Shell  Oil 

-21 

35% 

65%-27% 

5.19 

6.9 

5.59 

0.95 

30.02 

38 

71.55 

5.0 

Tenneco 

-21 

33  V2 

58%-22% 

5.74 

5.8 

6.30 

0.69 

39.28 

100 

59.90 

8.1 

Standard  Oil  of  Cal 

-17 

34% 

58%-23'/2 

4.03 

8.7 

4.99 

1.00 

37.13 

16 

96.40 

6.9 

Texaco 

-16 

32% 

54%-26 

4.92 

6.6 

5.52 

0.83 

55.20 

20 

134.70 

9.3 

American  Petrofina 

0 

54 

71%-41'/2 

5.03 

10.7 

7.00 

0.81 

50.29 

39 

83.85 

5.9 

*An  index  measuring  cash  flow  after  deducting  cash  needs.  Normal  among  1,000  companies  is 

1  00  Higher  scores  are  favorable. 

Sources  Wtlshire  Associates;  Standard  &  Poor's.  Institutional  Brokers  Estimate  System  (IBES)  of  Lynch,  Jones  &  Ryan.  Nourse  Associates.  John  S.  Herold,  Inc. 

Oil  stocks  have  been  slipping  out  of  favor 
on  Wall  Street  for  nearly  three  years.  Noth- 
ing can  go  down  forever. 


How  long, 
O  Lord? 


By  Steve  Kichen 
and  Paul  Bornstein 


In  March  1981  we  ran  a  feature 
on  the  integrated  oils,  arguing  that 
they  looked  undervalued.  Fifteen 
months  later  we  featured  potential 
bargains  among  oilfield  service  firms. 
What  happened?  Well,  oil  prices  con- 


tinued to  drop,  OPEC  is  struggling  to 
survive  and  our  "bargains"  burned 
anyone  who  bought  them.  As  a  group, 
energy  stocks  have  dropped  36% 
since  October  1980. 

Our  only  consolation  is:  If  they 
were  cheap  then,  they  are  even 
cheaper  now.  We've  ranked  them  on 
the  basis  of  percentage  price  declines 
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"our  future: 
making  it  easier 

to  communicate:' 


At  ISACOMM,  United  Telecom's 
new  satellite  network  company, 
enhancing  voice  and  data  communica- 
tions means  a  lot  of  things. 

It  means  transmitting  data 
between  computers,  word  processors 
and  terminals  at  speeds  up  to  three 
million  bits  per  second. 

It  means  transmitting  documents 
of  copier  quality  at  rates  up  to  30 
pages  per  minute. 


It  means  video  teleconferencing 
between  personnel  in  different  cities 
to  save  the  cost  of  time  and  travel. 

It  means  saving  10  to  25% 
of  a  company's  long  distance  tele- 
phone costs. 

And  it's  all  within  the  current 
capability  of  one  of  America's  most 
advanced  communications  systems. 

Offering  state  of  the  art  commu- 
nications services  at  less  cost  is 


Richard  Smith,  ISACOMM 

part  of  the  way  we're  putting  our  pro- 
gram for  the  future  into  action  now. 

We're  specializing  in  areas  where 
we  can  make  a  unique  contribution. 
And  by  specializing,  we're  going  to 
be  an  even  more  important  part  of  the 
Information  Age. 

For  more  about  what  we're 
doing,  write  D.  F.  Forsythe,  United 
Telecommunications,  Inc.,  Box  11315, 
Kansas  City,  MO  64112. 


United  Telecom  SBB 

MIIHHi 

A  clear,  distinctive  voice  in  the  information  Age. 


Statistical  Spotlight 


could  indeed  tumble  even  more.  But  if 
tensions  heat  up  in  the  Middle  East, 
prices  could  rise  just  as  quickly.  More 
significant,  energy  companies  typical- 
ly have  strong  balance  sheets.  Not  so 
for  airlines  and  companies  in  other 


cyclical  industries"  that  are  now  Wall 
Street's  darlings. 

Finally,  consider  this:  When  the 
mood  on  Wall  Street  was  at  its  darkest 
last  spring  we  interviewed  John  Men- 
delson,  Morgan  Stanley's  market  tim- 
ing expert.  He  was  optimistic — wildly 
and  correctly,  as  things  turned  out. 
(Forbes,  Mar.  29,  1982).  Now  Mendel- 


son  is  predicting  a  major  move  in  en- 
ergy stocks  within  three  months.  It 
will,  he  explains,  encourage  institu- 
tions to  pour  money  into  what  is  now 
an  underowned  sector  for  them,  fuel- 
ing the  rally  even  more.  "This  group," 
he  concludes  "could  become  the  bull- 
ish surprise  of  the  year."  Either  that, 
or  we  are  going  to  be  wrong  again.  ■ 


Production  and  drilling 


This  group  has  fallen  sharply  since  October  1980  and 
now  most  of  these  shares  are  priced  close  to  their  book 


values.  Several  have  a  favorable  relative  cash  flow, 
watch  out  for  declining  earnings  estimates. 


But 


%  change 

1983 

Relative 

Book 

since 

Recent 

Price  range 

Latest  12-month 

L  DC 

cash 

value/ 

UeDt/ 

Company 

1A/11  /OA 

1U7  jl/OU 

price 

1  <> W f  1  t r\  nrpcpnt 
I  /OU  IU  piCaClll 

EPS 

P/E 

et^ui  t  v 

Yield 

Universal  Resources 

-77% 

SVi 

327/»-  5 

$0.73 

7.5 

$0.22 

1.12 

$10.93 

9% 

— 

Petroleum  Equip  Tools 

-74 

5% 

34  -  5% 

1.23 

4.7 

1.00 

3.80 

9.91 

35 

—  ( 

Parker  Drilling 

-73 

7Vs 

36%-  7% 

1.99 

4.0 

0.62 

1.16 

10.87 

69 

2.0% 

Unit  Drilling  &  Explo 

-72 

5 

34  -  4% 

1.78 

2.8 

0.70^ 

NA 

8.05 

78 

Sabine 

-71 

19 

73  -13% 

1.54 

12.3 

1.44 

0.86 

13.22 

44 

0.2 

Global  Marine 

-69 

7Vi 

36  Vi-  7% 

2.71 

2.8 

1.98 

0.60 

12.81 

97 

3.2 

Hamilton  Bros  Pet 

-64 

8% 

30%-  8% 

0.98 

8.9 

1.13 

1.19 

14.21 

40 

1.1 

Helmerich  &  Payne 

-59 

16% 

54'/8-135/8 

2.70 

6.2 

2.18 

1.11 

12.02 

32 

1.9 

Apache  Corp 

-56 

9% 

28  Va-  7% 

1.20 

7.8 

1.35 

NM 

8.67 

98 

3.0 

Ocean  Drilling  &  Explo 

-55 

19V2 

547/g-16 

3.71 

5.3 

3.24 

1.13 

12.37 

18 

5.1 

Reading  &  Bates 

-55 

11% 

397/e-10 

2.36 

5.0 

2.44 

0.83 

15.18 

81 

6.8 

Moran  Energy 

-53 

11% 

347/s-  7% 

1.09 

10.8 

1.11 

1.10 

10.92 

67 

1.0 

Noble  Affiliates 

-47 

13 

32%-  8% 

1.58 

8.2 

1.55 

1.33 

7.26 

36 

0.9 

Rowan  Cos 

-47 

9% 

23  Vi-  7 

2.36 

4.1 

1.56 

1.20 

8.24 

22 

0.8 

Wiser  Oil 

-44 

16 

33>/8-13% 

1.37 

11.7 

1.60 

1.02 

9.29 

0 

5.5 

ENSERCH 

-39 

19 

40  -15% 

2.70 

7.0 

3.11 

0.66 

17.05 

73 

8.4 

Atwood  Oceanics 

-35 

21 

46%-16 

6.57 

3.2 

6.14 

0.79 

17.18 

76 

Woods  Petroleum 

-35 

21% 

42'/4-16% 

2.13 

10.1 

2.44 

1.39 

8.70 

15 

2.8 

SEDCO 

-24 

27% 

49  -23% 

3.86 

7.0 

5.70 

1.83 

12.64 

62 

1.9 

Belco  Petroleum 

4 

26 

36%-17% 

4.29 

6.1 

4.60 

NM 

21.84 

11 

2.7 

'An  index  measuring  cash  flow  after  deducting  cash  needs.  Normal  among  1,000  companies  is  1  00  Higher  scores  are  favorable. 
NA:  Not  available.    NM:  Not  meaningful. 

Sources.  Wilshire  Associates.  Standard  &  Poor  's.  Institutional  Brokers  Estimate  System  (IBES)  of  Lynd},  Jones  &  Ryan.  Nourse  Associates:  John  S  Herold,  Inc 


Equipment  and  services 


With  the  decline  in  drilling,  business  is  off  for  most  of  rebound  well  before  the  demand  for  oilfield  supplies 
these  firms.  But  some  analysts  expect  these  stocks  to    hits  bottom.  Thus,  they  could  be  good  buys. 


%  change 

1983 

Relative 

Book 

since 

Recent 

Price  range 

Latest  12-month 

EPS 

cash 

value/ 

Debt/ 

Company 

10/31/80 

price 

1980  to  present 

EPS 

P/E 

est 

flow* 

share 

equity 

Yield 

Newpark  Resources 

-74% 

6 

33  Vs-  4% 

$0.57 

10.5 

$0.16 

0.69 

$  9.72 

11% 

2.7% 

Weatherford  Intl 

-74 

87/s 

38%-  8 

1.33 

6.7 

1.13 

1.09 

11.54 

40 

4.5 

Aztec  Mfg 

-59 

7% 

28  Vs-  6% 

1.32 

5.9 

NA 

1.76 

5.79 

5.2 

Hughes  Tool 

-57 

16'/2 

485/8-14% 

2.65 

6.2 

1.96 

0.86 

20.94 

36 

5.1 

Smith  Intl 

-57 

21% 

70%-18 

3.61 

5.9 

2.51 

0.88 

27.07 

24 

4.5 

Baker  Intl 

-56 

17% 

53 'A- 16% 

2.73 

6.4 

1.76 

0.98 

14.03 

31 

5.3 

Halliburton 

-55 

30% 

86'/2-21 

4.21 

7.2 

4.29 

1.50 

26.89 

23 

5.3 

NL  Inds 

-53 

145/8 

48%-14% 

2.90 

5.0 

1.84 

0.98 

17.51 

43 

6.8 

McDermott  Intl 

-49 

1778 

46%-14% 

2.86 

6.3 

2.12t 

0.67 

32.09 

36 

Schlumberger 

-47 

38  V2 

87V8-30 

4.60 

8.4 

4.67 

1.53 

15.46 

6 

2.5 

Tidewater 

-47 

20% 

54%-15'/2 

3.63 

5.7 

3.45 

0.99 

19.09 

60 

4.3 

Zapata 

-45 

I4y8 

39%-ll% 

4.75 

3.1 

3.73 

1.20 

18.31 

105 

5.6 

Petrolane 

-35 

13% 

26'/2-10'/2 

1.54 

8.7 

1.51 

1.24 

8.38 

40 

3.7 

Cameo 

-19 

12 

22%-  8 

2.48 

4.8 

2.45 

0.93 

8.50 

33 

2.0 

*An  index  measuring  cash  flow  after  deducting  cash  needs.  Normal  among  1 .000  companies  is  1  00  Higher  scores  are  favorable  tFully  diluted. 
NA:  Not  available 

Sources  Witsbire  Associates.  Standard  &  Poor  's:  Institutional  Brokers  Estimate  System  (IBES)  of  Lynch,  Jones  &  Ryan.  Wourse  Associates.  John  S  Herold,  Inc 
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THE  REAL  NORTHERN  IRELAND: 

wk  With  engineers 
like  Colin  Mcllwaine, 
Northern  Ireland  will 
ake  your  technological 
demands  in  stride. 


A  former  engineering  teacher,  Colin 
Mcllwainejoined  Lear  Fan  Jet  Ltd.  in  1980 
when  it  opened  its  plant  at  Newtonabbey 
in  County  Antrim.  In  the  aeronautical  in- 
dustry technological  ability  is  crucial,  and 
Colin,  the  40journeymen  engineers  he 
supervises,  and  all  the  other  workers  at 
Lear  have  the  sawy  it  takes.  Our  univer- 
sities and  technological  colleges  turn  out 
a  plentiful  and  welcome  supply  of  special- 
ists that  will. meet  the  needs  of  any  state- 
of-the-art  company. 

Beyond  ability,  we  offer  stability.  Colin 
is  typical  of  our  workers,  who  have  chalked 
up  an  enviable  record  for  harmonious  labor 
relations.  The  only  thing  in  Northern  Ireland 
he's  exercised  about  is  shaping  up  for  his 
sports  clubs  soccer  team. 

In  addition,  Northern  Ireland  has  ex- 
cellent R&D  support  programs,  top-grade 
transportation  and  communications  links 
for  easy  access  to  the  Common  Market 
and  other  parts  of  the  world,  and  invest- 
ment incentives  which  have  been  judged 
the  best  overall  in  the  EEC. 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  function 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  come 
see  for  yourself.  For  further  information, 
contact  Ian  Walters  or  George  Forster  at 
the  Industrial  Development  Board  for 
Northern  Ireland,  New  York  office, 
150  E.  58th  Street,  New  York,  NY  10155 
Or  call  (212)  593-2258. 


*    A  *     A     jk  X 


Northern 
Ireland  works. 

A  visit  will  convince  you. 

IDB 

Northern 
Ireland 


Stocks  and  bonds  are  performing  beauti- 
fully . . .  but  here  are  some  investment  pros 
excited  about  great  buys  in  real  estate. 


Bricks  and 
mortar,  anyone? 


By  Dero  A.  Saunders 


Back  in  1975  Claude  N.  Rosen- 
berg Jr.,  a  man  with  a  reputa- 
tion for  investing  in  common 
stocks,  made  a  move  into  real  estate. 
Rosenberg's  San  Francisco-based 
money  management  firm  launched  a 
family  of  closed-end  funds  aimed  at 
attracting  long-term  pension  money. 
The  timing  was  splendid, 
as  real  estate  seemed  like 
one  of  the  few  invest- 
ments able  to  stand  up  to 
inflation. 

Rosenberg  Real  Estate 
Equity  Funds  now  has  as- 
sets of  $1.5  billion.  That's 
a  major  addition  to  the 
nearly  $4  billion  in  stocks 
and  bonds  that  Rosen- 
berg's own  firm  manages, 
and  its  approach  to  real 
estate  has  won  a  consider- 
able following  among  pro- 
fessionals. Still,  you 
would  think  bricks  and 
mortar  would  be  much 
out  of  favor  today.  Proper- 
ty values,  after  all,  have 
slumped  in  recent  RREEF four 
months.  Deflation 
But  the  folks  at  RREEF  


of  the  leveraged  buyers  out  of  the  mar- 
ket," he  explains.  "And  other  consid- 
erations have  driven  a  number  of  un- 
leveraged  buyers  out.  We've  tough- 
ened all  our  investment  criteria,  and 
we're  still  buying  more  properties." 

RREEF  still  shops  extra  carefully 
even  in  today's  buyer's  market.  Its 
funds  have  a  ten-year  life  cycle,  so  the 
object  isn't  quick  turnover.  Rather, 


iders  Rosenberg,  Bogart,  Hogland  and  Sack 
may  not  be  all  that  bad  for  real  estate 


see  this  as  an  opportunity.  "In  the  last 
15  months  real  estate  has  turned  into 
a  buyer's  market,"  says  Paul  Sack,  the 
55-year-old  former  developer  who 
helps  manage  the  funds.  "In  1980,  for 
example,  RREEF  West  IV  was  a  $60 
million  fund  we  thought  we  could 
invest  in  a  year.  It  took  2Vi  years, 
because  we  could  not  find  properties 
to  meet  our  standards.  But  in  RREEF 
West  V,  a  $75  million  fund  we 
launched  in  1982,  we  invested  $40 
million  in  less  than  a  year." 

Why  is  Sack's  job  now  easier? 
"High  interest  rates  have  driven  most 


Sack  wants  to  hold  assets  long  enough 
to  change  their  value.  Says  Alander 
(Sandy)  Hogland,  an  ex-Coldwell 
Banker  man  who  became  one  of 
RREEF's  founding  principals,  "You 
have  to  be  able  to  massage  the  assets, 
let  the  leases  expire  and  recast  them." 

To  find  such  opportunities, 
RREEF's  1 1  acquisition  principals 
usually  hunt  in  pairs  and  cover  every 
major  U.S.  real  estate  center  at  least 
once  every  two  months.  They  haunt 
trade  organizations  and  brokers'  of- 
fices, seeking  to  buy  the  right  five-to- 
ten-year-old  commercial  properties 


below  reproduction  cost.  "Being 
knowledgeable  and  having  a  good 
background  in  real  estate,"  says  Hog- 
land, "we  can  recognize  a  good  build- 
ing and  a  good  price  when  we  see  one, 
and  we're  not  afraid  to  make  an  offer 
out  in  the  field.  Real  estate  is  a  disor- 
ganized market,  which  presents  op- 
portunities. If  you  can  buy  a  high-rise 
office  building  for  $100  a  square  foot 
that  you  would  be  hard-pressed  to  re- 
place for  less  than  $150,  you  just 
know  it's  a  waiting  game  until  you 
can  get  your  rents  up" — and  with 
them,  of  course,  the  resale  price. 

RREEF  usually  manages  its  assets 
with  its  own  staff.  This  saves  money 
by  avoiding  the  hefty  cut  a  hired  man- 
ager takes  on  lease  renewals,  but  more 
important  is  management  quality. 
"An  outsider  may  keep  the  parking 
lot  clean,"  says  Paul  Sack,  "but  he 
doesn't  give  you  the  long-range  plan- 
ning necessary  to  maximize  value." 

Sack,  a  Harvard  M.B.A.  with  a 
Ph.D.  in  economics  from  the  Univer- 
sity of  California,  also  has  some 
thoughtful  observations  on  the  theory 
of  investing  in  real  estate.  Why,  fori 
example,  should  pension  funds  put 
money  into  property  at  all  when  the 
stock  and  bond  markets 
are  roaring  ahead? 

As  a  hedge  against  fu- 
ture inflation,  argues 
Sack.  "Real  estate  is  the: 
best  protection  against  in- 
flation rates  of  7%  or 
more,"  he  explains. 
"When  you  get  down  toi 
moderate  rates — say,  4%, 
5%,  6% — stocks  do  very 
well.  But  at  over  7%,  both 
theoretically  and  histori- 
cally, real  estate  outper- 
forms other  vehicles." 

How  likely  are  we  to 
see  that  kind  of  inflation 
again  soon?  Sack  puts  the 
chances  between  40%  and 
60% :  "At  a  meeting  of  our; 
clients  recently,  two- 
thirds  of  them  predicted  a 

  7%  rate  again  within  the 

next  decade." 

But  what  if  inflation  is  licked?  "A 
funny  thing  happens,"  says  Sack,  "at 
very  low  inflation  rates,  say,  0  to  3%, 
where  it  was  when  I  got  into  the  busi- 
ness in  '58:  Real  estate  reverts  to  be-  W 
ing  a  fixed-income  security.  It  tradi- 
tionally sold  at  about  150  to  200  basis 
points  above,  say,  a  Baa  bond,  a  pay- 
ment for  the  lack  of  liquidity." 

The  7%  inflation  RREEF  expects 
may  not  be  good  news  for  the  econo- 
my, but  it  does  indicate  that  some  real 
estate  at  today's  prices  might  be  a 
very  good  long-term  investment.  ■ 


: 


■ 

n 
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How  Dow  Jones  News/Retrieval 
Convinces  American  Business 

To  Go  Digital. 


igital  Equipment  Corporation,  with  its  advanced  com- 
iter  technology,  is  helping  to  "change  the  way  the  world 
Drks."  But  when  it  comes  to  the  technology  of  delivering 
nely  business  and  financial  news,  Dow  Jones  News/ 
i  ;trieval®  is  changing  the  way  Digital  works. 

.xecutives  at  Digital  use  News/Retrieval  to  regularly 
i  monstrate  the  capabilities  of  their  own  equipment  to 
f  tential  customers.  Internally,  they  rely  on  News/Retrieval's 
r?tant  delivery  of  news  and  information  to  stay  on  top 
I  industry  developments,  the  competition  and  prospects. 

"Dow  Jones  News/Retrieval  Helps 
Make  The  Sale." 

I  »n  Parsons,  Marketing 
j  anager  in  the  Telecommu- 
j;:ations  Industries  Group, 
I  ds  News/Retrieval  a  help 
j;  selling  Digital's  comput- 
) .  "Our  business  prospects 
>ily  relate  to  Dow  Jones 
hsiness  and  financial  news. 

I  en  without  prior  expe- 
llee with  Dow  Jones  News/Retrieval,  they  recognize 

I I  immediate  benefit  of  news  from  The  Wall  Street 
irnal  and  Barron's,  stock  quotes,  and  important  finan- 
1  data  like  consensus  earnings  forecasts,  economic 
ecasts,  lOK's,  SEC  data  and  more." 


"It  Helps  Put  Our  Customers  In  Touch 
With  The  Outside," 

J  wording  to  Robert  Schmitt,  Jr.,  Head  Marketing  Mana- 
l  in  the  same  department,  "If  you  install  an  office 
:  nputer  system  that  doesn't  access  Dow  Jones  News/ 
liTieval,  you  are  installing  a  less  effective  system. 

ijie  prospects  we  call  on  know  Dow  Jones.  The  qual- 

1  and  accuracy  of  the  financial  data  reflect  on  us.  Dow 
jli.es  News/Retrieval  presents  excellent,  timely  and  ac- 
:  ate  information  that  takes  our  customers  beyond  the 

2  fines  of  their  office  walls  and  puts  them  in  touch  with 
8i  outside  world." 


"Without  News/Retrieval, 
What  I  Do  Wouldn't  Be  Possible." 

Digital  executives  use  Dow  Jones  News/Retrieval  not 
only  to  stay  abreast  of  competition,  but  also  to  check  on 
what's  happening  both  in  the  fast-moving  computer  hard- 
ware field  and  with  current  prospects. 

Richard  Case,  Manager  of  Industry  Analysis  for  the 
Business  and  Office  Systems  Group,  is  one  of  Digital's 
key  executives  responsible  for  keeping  up  with  develop- 
ments in  these  areas. 

"We  regularly  analyze  the  industry's  financial  status.  For 
this,  I'll  call  up  News/Retrieval's  quotes  and  the  financial 
summary  data  available  from  its  Disclosure  database. 
News/Retrieval  is  also  perfect  for  helping  our  people 
learn  more  about  a  prospective  customer." 

Working  Smarter,  Faster,  Less  Expensively 

Isn't  it  time  your  company  checked  into  Dow  Jones 
News/Retrieval?  Accessible  on  most  standard  terminals 
and  personal  computers,  Dow  Jones  News/Retrieval  is 
easy  to  use  and  inexpensive.  You  pay  only  for  the  infor- 
mation you  request. 

Free  Booklet. .  .Free  Trial 

For  a  free  1 2-page  color  booklet  and  a  free  trial,  call  our 
hotline.  See  for  yourself  how  Dow  Jones  News/Retrieval 
is  helping  companies  like  Digital  Equipment  Corporation 
open  up  a  whole  new  world  of  information  and  a  wealth 
of  new  business  opportunities. 

Call  Toll  Free 
1-800-345-8500,  Ext.  49 

(Canada,  Alaska  &  Foreign  call  1-215-789-7008,  Ext.  49) 


DOWIQNES 


Dow  Jones  News/Retrieval  is  a  registered  trademark  of  Dow  Jones  &  Company,  Inc. 
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Here  comes  yet  another  new  mutual  fund 
for  investing  in  hot  little  stocks.  Doesn't 
anybody  remember  Fred  Carr? 


Great 
expectations 


By  Barbara  Ettorre 


John  westergaard,  51,  has  had 
plenty  of  ups  and  downs  in  his 
25  years  as  a  vocal  proponent  of 
small-growth-type  companies.  When 
this  kind  of  stock  is  hot,  Westergaard 
rides  high.  When  it  is  out  of  favor,  so 
is  Westergaard.  Right  now,  small 
stocks  with  any  kind  of  story  are  hot- 
ter than  pistols,  and  Westergaard  has 
decided  to  cash  in  by  starting  his  own 
mutual  fund.  This,  in  addition  to  pro- 
ducing his  investment  letter 
for  subscribers  and  managing 
growth  stock  portfolios  for  71 
institutions  and  private  individ- 
uals. At  the  end  of  March,  Wes- 
tergaard's  research  firm,  Equity 
Research  Associates  Inc.  (whol- 
ly owned  by  Ladenburg,  Thal- 
mann  &  Co.),  filed  for  registra- 
tion for  The  Westergaard  Fund 
with  the  Securities  &.  Exchange 
Commission.  But  investors 
would  probably  do  well  to  think 
twice  before  entrusting  substan- 
tial sums  to  Westergaard  as 
some  sort  of  miracle  man  in  the 
hot  stock  area. 

The  new  fund  will,  of  course, 
go  heavily  into  what  Wester- 
gaard calls  "junior  growth  com- 
panies." But  there's  a  big  difference 
between  this  and  any  other  growth 
fund.  Westergaard  is  going  to  leverage 
the  fund,  and  he  is  going  to  sell  short 
at  times.  According  to  a  preliminary 
prospectus,  the  fund  could  take  short 
positions  that  would  amount  to  as 
much  as  25%  of  its  net  assets.  The 
fund  could  also  borrow  amounts  up  to 
25%  of  those  assets. 

Which  means  that  Westergaard  has 
lots  of  chances  to  go  wrong.  The  pro- 
posal looks  suspiciously  like  a  hedge 
fund,  and  that's  very  close  to  what  it 


the  spectrum  of  money  management 
here,"  Westergaard  proclaims.  "With 
the  capacity  to  borrow  and  go  short, 
we  are  approaching  the  private  hedge 
fund  type  of  management.  It  will  be 
probably  as  far  left  as  anything  you're 
going  to  find  in  mutual  funds  today." 

Westergaard  says  it  is  "essential" 
that  bis  fund  hedge  in  down  markets. 
He  acknowledges  risks  in  shorting, 
but  in  a  market  as  volatile  as  this  one, 
he  argues,  it's  even  riskier  not  to 
hedge.  Westergaard  claims  he  will 


is,  in  reality.  "We  are  at  the  edge  of 


Stock  picker  John  Westergaard 
An  old  dog  studies  new  tricks. 


manage  the  portfolio,  long,  short  and 
leveraged,  on  a  contrarian  basis,  with 
some  sorties  into  special  situations. 
These  would  not  necessarily  be  limit- 
ed to  growth  companies  of  under  $100 
million  in  sales. 

Westergaard  says  he's  not  nervous 
about  operating  in  the  public  eye  as  a 
mutual  fund  operator  because,  as  a 
letter-writer  and  portfolio  manager, 
he  is  "basically  used  to  operating  in 
the  public  arena."  Westergaard  says 
the  average  value  of  his  investment 
management  accounts  (some  $50  mil- 
lion worth)  was  up  41%  last  year. 


Investing  $50  million  of  private 
money,  nevertheless,  is  a  bit  different 
from  managing,  say,  $100  million 
(Westergaard's  target  for  the  initial 
underwriting)  for  a  disparate  group  of 
investors.  The  minimum  order  during 
the  underwriting — being  handled 
through  Ladenburg,  Thalmann — is 
only  100  shares.  At  the  offering  price 
of  $12.50  per  share,  that's  only  $1,250. 
Essentially,  therefore,  he's  aftei 
smaller  investors  and  he's  bringing 
them  in  rather  well  into  the  game 
Quotron,  for  example,  a  1979  Wester- 
gaard recommendation  at  4'/s,  is  now. 
42;  Sensormatic  Electronics,  anothei 
Westergaard  tout  in  1977  at  2 '/»,  is 
now  46. 

All  this  suggests  a  fundamental 
question:  Why  form  a  mutual  func 
when  the  field  is  getting  crowdec 
with  similar  new  competitors  (Fidel 
ity  and  Putnam  are  two  that  come  tc 
mind)  seeking  emerging  growtl 
stocks?  Meanwhile,  T.  Rowe  Price 
New  Horizons,  the  pioneer  in  th« 
business,  has  passed  the  $1  billior 
mark  in  assets.  In  short,  fund  buyinj 
already  may  have  precipitated  an  un 
sustainable  runup  in  small  company 
stock  prices.  Who  needs  another  funo 
these  days? 

The  small  investor,  says  Wester 
gaard.  "It's  not  that  the  public  is  com 
ing  back  to  mutual  funds  a 
much  as  it  is  a  whole  new  pub 
lie  out  there,"  he  says.  "Trier 
are  35-to-40-year-olds  makin. 
serious  money,  with  a  growin 
interest  in  common  stock  in 
vesting."  Westergaard  advises 
young  person  to  invest  20%  t<\ 
40%  of  his  assets  in  an  "aggres 
sive  growth  fund."  Naturall) 
he  wouldn't  mind  if  it  were  th| 
Westergaard  Fund.  Westergaar 
expects  the  fund  to  be  registere 
by  early  June. 

To  avoid  conflict,  he  says,  hi 
newsletter  is  being  "repos: 
tioned."  It  will  make  "very  few 
if  any,"  buy  and  sell  recommer 
dations  but  merely  provide  re 

  erence  material,  as  Value  Lin 

and  Standard  &  Poor's  do. 

Yet  another  question  remain 
Here's  a  man  whose  professional  lil 
largely  has  been  devoted  to  pickin 
small  companies  on  fundamental 
Can  he  adapt  to  the  world  of  hedging 
On  that  score  Westergaard  has  no  pa 
ticularly  persuasive  claim  to  superio 
ity.  And,  despite  the  theoretical  beai 
ty  of  leveraged  hedging,  very  few  por 
folio  managers  have  prove 
themselves  so  brilliant  at  it.  Shades  < 
Fred  Carr  and  his  troubled  Enterpns 
Fund  of  1970 — and  that  wasn't  even 
hedge  fund.  ■ 
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COAL 


lights  our  nights  &  brightens  our  future! 


We  sit  atop  somd  of  the  world's  greatest  coal 
deposits. .  .which  fuel  about  95%  of  the  electricity 
we  generate.  In  fact,  we  supply  over  12.5  billion 
kilowatt-hours  of  electricity  per  year  in  three  of  the 
nation's  fastest-growing  states,  without  nuclear  and 
with  about  5%  hydro,  oil  and  gas  fuel.  That's  one 
reason  our  nights  and  our  future  are  bright. 


Utah 
power 

1&  LIGHT  COMPANY 


Send  for  a  copy  of  the  1982  annual  report 
Utah  Power  &  Light  Company 
P.O.  Box  899.  Dept.  FB 
Salt  Lake  City.  Utah  84110 

Name 
Address 


City 


State 


Zip 


New  issues  of  securities  are  offered  only  by  means  of 
Prospectus,  and  this  message  is  neither  an  offer  nor 
a  solicitation  of  any  offer  to  buy. 


I 


What  is  behind  high-flying  Convergent 
Technologies?  A  simple  insight  and  a  sales- 
man s  drive — that's  enough  so  far. 


The  customers 
raised  their  hands 


By  Kathleen  K.  Wiegner 

About  two  years  ago  Allen  Mi- 
chels,  the  ebullient  president 
i  of  Convergent  Technologies, 
received  a  visit  from  William  Ham- 
brecht,  partner  in  the  premier  venture 
capital  firm  Hambrecht  &  Quist. 
Hambrecht  was  checking  Michels' 
microcomputer  startup  company 
with  an  eye  to  investing. 

"He  asked  me,"  recalls  Michels, 
"  'Who  are  your  customers  going  to 
be?'  Well,  we  didn't  really  know.  We 


started  the  company  with  the  convic- 
tion that  certain  products  would  be 
needed  in  the  future  and  we  would  do 
those  products.  We  would  then  an- 
nounce them  to  the  world  and  the 
customers  would  raise  their  hands." 

Which  is  exactly  what  happened. 
Burroughs  Corp.,  looking  for  a  way  to 
quickly  update  its  office  offerings,  has 
already  purchased  10,000  Convergent 
computers,  accounting  for  48%  of 
1982  sales.  NCR  decided  Michels' 
machines  were  just  the  thing  for  its 
Worksaver  word  processing  system. 


Conferment  Tec/.vi 
Processing  is  c 


>>Mie<  Alien  Michels 
ap,  so  all  can  share. 


The  French  company  Thomson-CSF 
came  in  for  a  minimum  of  $10  million 
worth  by  next  year.  And  C3,  Inc.,, 
which  sells  systems  to  defense-relat- 
ed agencies  of  the  U.S.  government, 
also  became  a  big  Convergent  cus] 
tomer  (11%  of  1982  revenues). 

From  $351,000  (sales)  in  1980,  Con- 
vergent's  revenues  grew  to  $96  mil- 
lion last  year  and  could  top  $200  mil- 
lion this  year.  Earnings  last  year  were 
$11.9  million.  Convergent  went  pub- 
lic last  May,  selling  4.4  million  shares 
at  $13.50  each,  and  last  month  sold 
5.4  million  more  shares  at  $27.50. 
There  are  roughly  3  million  low^ 
priced  warrants  held  by  big  custom- 
ers, but  still  the  stock  remains  high  at 
a  recent  price  of  $28,  or  66  times  1982 
earnings. 

What  is  Convergent  Technologies? 
It  is  the  result  of  a  simple  insight, 
following  two  decades  of  experience. 
A  42-year-old  physicist,  Michels 
spent  four  years  with  North  Ameri- 
can Philips  and  then  found  his  niche 
in  marketing  and  sales  at  Digital 
Equipment.  "At  one  time  I  had  aspira- 
tions of  becoming  an  Einstein — with- 
out hair,"  says  the  balding  Michels. 
"But  an  early  awareness  of  severe  in 
tellectual  limitations,  to  say  nothing 
of  financial  ones,  made  me  realize  1 
had  to  be  practical." 

When  Michels'  wife  refused  to  live 
any  longer  in  New  England,  he  left 
DEC,  moved  West  and  joined  Intel. 
There  he  realized  where  the  computei 
business  was  going. 

"The  traditional  computer,"  says; 
Michels,  "whether  a  huge  mainframe 
or  a  minicomputer,  was  predicated  on 
the  notion  that  processing  power  and 
memory  are  expensive,  so  one  ought 
to  share  that  processor  as  much  as 
possible.  But  in  volume,  16K  chips 
cost  less  than  a  buck,  and  a  16-bit 
microprocessor  runs  for  $25  to  $30." 

The  implications  were  obvious: 
Companies  could  afford  to  give  em- 
ployees individual  processors,  en- 
abling them  to  work  both  indepen- 
dently and  in  concert.  Instead  of  hav- 
ing a  lot  of  terminals  hooked  up  to  a 
giant  computer,  Michels  gave  his  cus-< 
tomers  a  lot  of  powerful  desk-top 
computers,  with  one  acting  as  a  "mas- 
ter computer."  Attached  to  the  mas- 
ter are  as  many  as  16  computers 
where  users  can  draw  simultaneously 
on  the  same  database,  mass  storage 
and  peripherals.  The  master  comput- 
ers can  also  be  hooked  together  and 
connected  to  a  larger  computer. 

Michels'  Convergent  systems  are,| 
in  effect,  work  stations,  but  simple 
ones  selling  for  about  20%  less  thani 
Xerox'  more  elaborate  Star.  Other) 
companies — among  them  Altos  Com- 
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Ideas  that  make  money  are  our  business. 
m  our  analysts  come  up  with  them  is  their  business. 


Growth  ideas  are  all  around  us.  But  it 
takes  a  special  kind  of  creative  intelli- 
gence to  recognize  them. 

And  at  Drexel  Burnham  Lambert  we've 
discovered  that  truly  creative  people 
need  room  for  their  ideas  to  grow. 

What  we  do  is  develop  strategic  direc- 
tions. Then  we  leave  it  to  our  analysts  to 
go  on  from  there.  Because  a  strategy 
can  t  be  traded  on  the  Exchange,  but 
stocks  and  bonds  can. 

Some  consider  ours  a  daring  approach. 
But  it  produces  results. 

So  if  you're  looking  for  fresh  invest- 
ment ideas,  maybe  you  should  make  it 
your  business  to  give  us  a  call. 

Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


I  Mid  Street,  New  York,  NY  10004  (212)  480-6000.  Offices  in  principal  financial  centers  worldwide.  Member  SI  PC. 


puter  and  Fortune  Systems — have 
come  along  with  a  Convergent-like 
product,  but  Michels  was  first  and,  he 
says,  unique. 

He  started  the  company  in  1979, 
initially  with  $2.5  million  in  private 
funds.  Venture  capital  from  Ham- 
brecht  &  Quist  and  Cable  &  Howse 
Associates  came  later.  Convergent 
soon  signed  up  Burroughs  and  NCR  as 
customers.  Today  the  two  companies 
account  for  65%  of  Convergent's  vol- 
ume. They  also  hold  2.3  million  war- 
rants to  buy  Convergent  stock  at 
about  $6.50  a  share.  The  warrants  are 
exercisable  after  purchase  of  a  certain 
number  of  Convergent  machines. 
This  idea— the  brainchild  of  NCR- 
was  designed  to  establish  a  strong  link 


with  important  customers  in  the  very 
early  days  of  the  company. 

It's  been  a  good  deal  for  both  sides. 
Burroughs,  for  example,  sold  750,000 
of  its  shares  in  the  most  recent  public 
offering  for  $19.7  million.  It  had  paid 
Convergent  $3.5  million  for  those 
shares. 

The  big  customers  hold  something 
else  as  well — the  rights  to  manufac- 
ture Convergent's  products  under  li- 
cense. Michels  thus  must  keep  Con- 
vergent's costs  coming  down  and  its 
product  ahead  of  the  field  as  a  disin- 
centive to  his  big  buyers  doing  it 
themselves.  He  has  two  different 
products  in  the  works,  a  32-bit  micro- 
computer called,  extravagantly,  the 
Megaframe,  and  a  portable  computer. 


The  Funds 


New  sales  had  been  flooding  into  the  Se- 
quoia Fund,  until  its  managers  turned  off 
the  tap.  They'd  rather  be  wrong  in  their 
own  way  than  right  in  somebody  elses. 


Embarrassment 
of  riches 


By  Richard  Phalon 


Y'  ou  can't  come  away  from  a 
talk  with  William  Ruane  and 
Richard  Cunniff  without  get- 
ting the  idea  that  the  Sequoia  Fund, 
which  they  founded  in  1970,  will  stay 
closed  to  new  investors  for  a  long, 
long  time  to  come. 

"I  would  be  surprised  to  see  the 
fund  opening  soon,"  says  Ruane, 
chairman  of  $280  million  Sequoia.  "I 
wouldn't  be  surprised  to  see  it  still 
closed  five  years  from  now." 

It's  a  man  bites  dog  story.  Since  his 
own  earnings  are  keyed  to  the  amount 
of  assets  he  runs,  it  is  rare  for  a  fund 
manager  to  turn  down  sales.  It  is  rarer 
still  for  a  manager  to  pull  out  of  the 
closet  a  potential  conflict  between  his 
own  ends  and  the  objectives  of  his 
shareholders:  Is  there  a  point  at  which 
a  fund  can  get  too  big  to  produce  bet- 
ter than  average  gains  in  asset  value? 
Bill  Ruane  and  Rick  Cunniff  cer- 


tainly think  so,  and  they  are  putting 
their  money  where  their  convictions 
are.  Besides  closing  down  Sequoia  to 
new  investors,  the  two  also  decided 
not  to  take  on  new  accounts  in  their 
private  portfolio  management  busi- 
ness covering  another  $250  million  in 
assets.  "If  I  had  a  million  dollars  to 
manage,  I'd  do  a  hell  of  a  lot  better, 
than  if  I  had  $100  million,  and  if  I  had 
a  billion,  I'd  just  be  making  things 
that  much  harder  for  myself,"  says 
Cunniff. 

Thanks  to  its  own  consistently 
good  performance  and  the  renewed 
interest  in  mutual  funds  stirred  by  a 
runaway  stock  market,  Sequoia  was 
almost  buried  in  an  avalanche  of  new 
money  last  year — some  $67.4  mil- 
lion— that  boosted  the  fund's  assets 
by  50%.  Most  fund  managers  would 
have  found  that  as  jolly  as  the  jingle  of 
an  old-timey  cash  register.  Not  so 
Ruane  and  Cunniff.  They  responded, 
two  days  before  Christmas,  by  ringing 


Keeping  ahead  is  expensive.  Mi 
chels  poured  more  than  19%  of  hij 
rapidly  growing  sales  volume  into  re 
search  and  development  last  year] 
Still,  it  appears  to  be  paying  off:  Las 
month  Prime  Computer  signed  up  fo 
Convergent's  work  stations  for  its  of 
fice  automation  effort. 

"The  road  ahead,"  says  Michels,  "i 
challenging."  There  is  competition 
from  Wang,  IBM  and  DEC  as  well  aj 
startup  companies.  But  let's  not  fori 
get,  those  big  companies  were  in  thi 
computer  business  for  decades  befon 
Al  Michels,  and  yet  he  came  up  wit! 
the  simple  idea  that  built  Convergeni 
and  earned  him  a  paper  fortune  of  $3(1 
million.  Good  ideas  and  hard  won 
still  pay  off.  ■ 


up  no  sale.  "The  decision  to  discoril 
tinue  sales  to  new  investors,"  the-! 
told  shareholders,  "reflects  manage! 
ment's  belief  that  unrestraineil 
growth  might  impair  investment! 
flexibility  and  would  not  be  in  thj 
interest  of  existing  stockholders." 

Ruane  and  Cunniff  think  that  big  ill 
particularly  bad  for  their  investment! 
style.  Fundamentalists  in  the  Benjdl 
min  Graham  mold,  they  like  to  corjl 
centrate  on  undervalued  companies 
that  have  escaped  the  notice  of  othej 
analysts  on  The  Street.  Sequoia  doe;l 
not  make  a  fetish  of  diversification! 
The  Ruane-Cunniff  strategy  is  to  tak)| 
sizable  positions  in  comparative! [ 
few  companies  and,  often  as  not,  ill 
small  companies.  Many  small  compjl 
nies  have  relatively  little  stock  floall 
ing  around  in  public  hands  and  a  teijj 
dency  to  be  highly  volatile  on  botlf 
the  buy  and  sell  side.  "It  takes  a  lot  ol 
research  and  a  long  time  for  us  tl 
come  to  a  conviction  about  a  conjl 
pany,"  says  Rick  Cunniff,  "and  it  cajl 
take  a  hell  of  a  long  time  to  accumul 
late  stock  without  driving  up  priceif 
There  are  definite  limits  to  what  yo| 
can  do  with  a  lot  of  money." 

The  float  in  some  of  Sequoia's  hokl 
ings  is  so  thin  that  the  stocks  occil 
sionally  seem  to  trade  only  by  ajj 
pointment.  Three  advertising  comp.'i 
nies,  for  example — John  Blair  &.  Co| 
Interpublic  and  Ogilvy  &  Mather- 
account  for  about  8.7%  of  the  fundi 
assets.  At  last  report,  Sequoia's  prof 
in  the  group  was  almost  twice  its  $7  [ 
million  investment.  The  profit  is  dd 
largely  to  values  that  The  Street  dill 
covered  well  after  Ruane  and  Cunni| 
made  their  move. 

The  fact  that  the  stocks  are  in  brisj 
demand  and  tight  supply  hasn't  hurl 
John  Blair  &  Co.  is  a  good  example  <l 


200 


FORBES,  APRIL  11,  19l| 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Offering  Circular.  These  shares  have  not  been  approved 
or  disapproved  by  the  Federal  Home  Loan  Bank  Board  or  the  Federal  Deposit 
Insurance  Corporation  nor  has  such  Board  or  Corporation  passed 
upon  the  accuracy  or  adequacy  of  this  Offering  Circular. 

Any  representation  to  the  contrary  is  unlawful. 

New  Issue  /  March  14, 1983 

2,794,832  Shares 

Washington  Mutual  Savings  Bank 

Common  Stock 

(par  value  $1 .00  per  share) 

The  shares  being  offered  constitute  a  portion  of  the  6,000,000  shares  of  common  stock  to  be  issued 
by  Washington  Mutual  Savings  Bank  upon  its  conversion  from  mutual  to  stock  form.  The 
remaining  3,205,168  shares  have  been  either  subscribed  for  in  a  subscription  offering 
by  certain  savings  account  holders  and  trustees,  officers  and  other  employees 
of  the  Bank,  or  purchased  in  a  diiect  community  offering. 


Price  $12.50  Per  Share 


Copies  of  the  Offering  Circular  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc  Shearson/American  Express  Inc 

3ear,  Stearns  &  Co.         The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


)rexel  Burnham  Lambert 

icorpo  rated 

(idder,  Peabody  &  Co. 

icorporated 

i/lerrill  Lynch  White  Weld  Capital  Markets  Group 

lerril!  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


F.  Rothschild,  Unterberg,  Towbin 


Wertheim  &  Co.,  Inc 


Varburg  Paribas  Becker 

1.  G.  Becker 

Mex.  Brown  &  Sons 
Oppenheimer  &  Co.,  Inc. 
Vdvest,  Inc.  Dain  Bosworth 

Incorporated 

:oster  &  Marshall/American  Express  Inc. 
Montgomery  Securities 
Robertson,  Colman  &  Stephens 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Prudential-Bache 

Securities 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 
A.  G.  Edwards  &  Sons,  Inc. 
Thomson  McKinnon  Securities  Inc. 

F.  Eberstadt  &  Co.,  Inc. 
Ladenburg,  Thalmann  &  Co.  Inc. 
Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc. 


the  dynamics  Ruane  &  Cunniff  like  to 
play.  Sequoia  and  the  privately  man- 
aged accounts  own  a  total  of  13%  of 
the  company.  Other  institutional  in- 
vestors own  another  23%,  and  there 
were  days,  says  Cunniff  with  a  certain 
amount  of  hyperhole,  "when  the  stock 
traded  as  little  as  300  shares."  Lately, 
volume  has  picked  up,  and  John  Blair  is 
currently  selling  at  around  $53  a  share. 
Sequoia's  average  price:  $19.60  a 
share.  The  pattern  is  much  the  same 
not  only  in  the  other  advertising 
stocks  Sequoia  owns  but  in  such  other 
holdings  as  the  Glatfelter  Co.,  a  Penn- 
sylvania-based paper  company,  and 
Meredith  Corp.,  the  Des  Moines  fam- 
ily-controlled publishing  company.  "If 


you  pump  a  lot  of  money  all  at  once 
into  stocks  like  that,"  says  Cunniff, 
"all  you  do  is  heat  up  the  market." 

At  the  moment,  Ruane  and  Cunniff 
think  that  stock  prices  generally  have 
been  heated  to  the  point  where  bar- 
gains have  become  a  lot  harder  to  find. 
That  was  another  reason  for  cutting 
off  new.  sales.  Sequoia  has  been  very 
cautious.  It  is  only  about  64%  invest- 
ed in  stocks.  The  balance  of  the  port- 
folio is  in  Ginnie  Maes  (13.7%)  and 
short-term  governments  (22%). 

Thanks  to  declining  interest  rates, 
the  fund  has  been  getting  a  good  re- 
turn on  the  Ginnie  Maes,  but  the 
heavy  cash  position  has  put  it  out  of 
sync  with  one  of  the  biggest  market 


SLl  J 


Richard  Cunniff  and  William  Ruane 
An  open-and-shut  cose. 


runups  ever.  Performance  has 
fered.  Over  the  five  years  ended 
December,  Sequoia  ranked  in  the  td 
20%  of  the  568  funds  monitored  t 
Lipper  Analytical  Services.  In  the  ye; 
ended  in  December,  however,  Sequo: 
slipped  almost  to  the  top  30%;  so  f. 
this  year,  net  asset  value  a  share,  n< 
counting  capital  gains  and  incoir 
distribution  of  $2.09,  has  droppc 
slightly— from  $31.96  to  $31.77 

That's  not  the  worst  showing  in  th 
world,  but  it  seems  to  prefigure  th 
kind  of  diminishing  return  th; 
Ruane  and  Cunniff  have  in  min 
when  they  contend  that  an  emba 
rassment  of  riches  often  means  en 
barrassing  performance. 

Is  the  problem  they  pose  only  a  pi 
culiarity  of  Sequoia's  style,  or  is  it 
generalization  that  investors  shoul 
keep  firmly  in  mind  when  they  buy 
fund?  Is  big  necessarily  bad,  and  sma 
beautiful? 

Not  if  you  talk  to  someone  lib 
John  Neff,  who  manages  the  $1.3  bi 
lion  Windsor  Fund  with  a  hand  that 
one  of  the  surest  in  the  business.  "O 
average,"  he  says,  "if  you  look  ; 
small  and  large  funds,  they  perron 
about  the  same  over  the  years.  There 
been  lots  of  noise  about  size  over  th 
years,  but  little  evidence." 

With  the  exception  of  Windso 
however,  few  of  the  biggest  furic 
have  made  the  Forbes  annual  hone 
roll  over  the  last  five  years,  and  Wine 
sor  itself  hasn't  shown  up  there  sine 
1979.  Of  the  19  funds  on  the  list  las 
year,  6  were  under  $60  million  in  ai 
sets  and  only  6  were  bigger  than  $15 
million.  Even  big  fund  advocates  ha\ 
to  concede  that  small  funds  on  tb 
whole  have  vastly  outperformed  larg 
funds  in  the  last  five  years. 

It  may  well  be  that  the  small  func 
have  the  edge  not  for  any  inherer 
advantage  but  because  they  have  bee 
where  the  action  is — in  small  growt 
companies  where  they  can  take 
meaningful  position.  Large  funds,  fc 
the  most  part,  deal  in  big  lots  and  ten 
to  concentrate  on  big  capitalizatio 
stocks  that  offer  the  advantage  of  ma; 
ket  depth  and  liquidity.  "Everythin 
depends  on  style,"  says  Bruce  Johr 
stone,  who  manages  the  Fidelity  Equ 
ty:Income  portfolio.  "In  the  growt 
area,  you  can  see  where  funds  in  th 
$100  million  range  got  to  $2  billio 
and  performance  slipped." 

Whether  they  are  pondering  fashio 
or  firm  principles,  Michael  Lipper  c 
Lipper  Analytical  thinks  there  migh 
"be  a  few  other  funds  around"  that  ar 
weighing  the  Sequoia  option.  Wit 
Rick  Cunniff,  they  too  may  decide  tha 
"we  just  don't  think  we  can  operate  a 
well  with  too  much  money." 
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At  Bethiehem,we're 
'  lying  the  foundation 
for  the  future. 


Although  1982  was  one  of  the 
most  difficult  years  in  Bethlehem 
Steel's  history,  it  was  also  a  year 
of  progress. 

During  the  year  we  made  sig- 
nificant progress  in  implementing 
the  strategic  plan  to  make  Beth- 
lehem the  best  steel  producer  in 
this  country  in  terms  of  produc- 
tivity, quality,  service  and 
profitability. 

To  achieve  that  goal  requires 
change— and  in  1982  we  took  a 
number  of  actions  to  restructure 
Bethlehem. 

For  example,  we  completed  the 
reorganization  of  most  of  our 
operating  activities  into  business 
units.  We  closed  a  number  of 
facilities  and  operations  that  are 
not  part  of  our  long-range  strategic 
plan,  and  we  began  the  process  of 
disposing  of  others.  We  eliminated 
layers  of  management  and  super- 
vision. We  made  substantial 
reductions  in  our  salaried  work 
force.  And  we  reduced  wages  and 
benefits  for  salaried  employees, 
from  top  management  on  down. 

Some  of  these  actions  were 
painful.  But  the  "new"  Bethlehem 
Steel  is  a  tougher,  more  efficient 
competitor— and  a  lot  more 
optimistic  and  confident  about 
the  future. 

Bethlehem 

Bethlehem  Steel  Corporation 
Bethlehem,  PA  18016 


Don  Trautlein 
Chairman 

Bethlehem  Steel  Corporation 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


3,000,000  Shares 

UAL,  Inc. 

Common  Stock 

($5  par  value) 


Price  $34%  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.  MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Incorporated  Merrill  Lynch,  Pierce,  Fenner&  Smith  Incorporated 

THE  FIRST  BOSTON  CORPORATION         GOLDMAN,  SACHS  &  CO.         SALOMON  BROTHERS  INC 

BEAR,  STEARNS  &  CO.  DILLON,  READ  &  CO.  INC.  DONALDSON,  LUFKIN  &  JENRETTE 

Securities  Corporation 

DREXEL  BURNHAM  LAMBERT         E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO. 

Incorporated  Incorporated 

LAZARD  FRERES  &  CO.         PRUDENTIAL  BACHE         L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

Securities 

SHEARSON /AMERICAN  EXPRESS  INC.  WARBURG  PARIBAS  BECKER 

Incorporated 

WERTHEIM  &  CO.,  INC.  OPPENHEIMER  &  CO.,  INC. 

March  -4,  1983 
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Capital  Markets 


A  lot  of  issuers  of  high-coupon  tax- 
exempts  want  to  reduce  their  debt  service. 
"Prerefunding"  is  one  way  to  do  it. 

OH,  WHAT  A 
LOVELY  WORD 


By  Ben  Weberman 


Back  in  1975,  the  good  citizens  of 
Fort  Collins,  Longmont,  Loveland 
and  Estes  Park,  Colo,  set  up  the 
Platte  River  Power  Authority. 
Through  the  end  of  1982,  it  issued 
$325  million  worth  of  bonds,  in- 
cluding some  very  high-yielding 
tax-exempts. 

Take  Platte  River's  term  bonds, 
maturing  2002  and  2012  and  issued 
in  February  1982,  for  example.  They 
carry  coupons  of  14%  and  14%%, 
yet  are  high-quality  bonds  rated  A-l 
by  Moody's  and  A-plus  by  Standard 
&  Poor's.  The  offering  was  sweet- 
ened by  ten  years  of  protection  from 
early  redemption. 

At  the  time,  Platte  River  did  not 
have  much  choice.  Remember,  pro- 
jections at  the  time  were  for  double- 
digit  inflation.  Now  interest  rates 
have  come  down  sharply.  Equiv- 
alent Platte  Rivers  sell  to  yield,  not 
14%  and  up,  but  9.85%. 

So  last  February  the  power  au- 
thority issued  a  new  series  of  bonds 
carrying  coupons  of  9.75%.  It  will 
use  the  proceeds  to  pay  off  those 
high-cost  14s  and  14'/8S.  The  older 
bonds  can't  actually  be  called  until 
1992,  of  course,  because  of  the  no- 
early-redemption  feature.  So  Platte 
River  "prerefunded"  them. 

It's  a  beautiful  word,  prerefunded. 
What  does  it  mean?  Platte  River 
will  buy  U.S.  Treasury  securities 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine 


with  the  proceeds  from  its  newer, 
lower-coupon  offering.  The  Trea- 
sury securities  will  be  held  in  es- 
crow until  the  first  call  date  through 
a  fiduciary  bank.  Then  the  Treasur- 
ies are  sold,  and  proceeds  are  used  to 
pay  off  the  old  14s  and  \4V»s.  The 
authority  actually  makes  a  profit, 
too,  because  the  Treasuries  earn 
more  than  the  cost  of  the  money 
raised  to  buy  them. 

The  result:  Platte  River  has  re- 
duced its  debt  service  by  the  differ- 
ence between  the  old  coupon  and 
the  new  coupon — plus  the  arbitrage 
profit.  But  there's  also  a  benefit  for 
bondholders.  The  price  of  the  prere- 
funded bonds  jumps,  usually  by  10 
to  11  points — even  more,  some- 
times. Why?  Because  they  are  now 
backed — collateralized — by  U.S. 
Treasuries.  If  you  bought  them  in 
1982,  you  now  have  a  14%  tax- 
exempt  bond  that's  as  safe  as  any- 
thing you  can  own.  Prerefunded 
bonds  of  Platte  River's  Series  F  and 
G,  in  fact,  are  now  trading  in  the 
138  area,  compared  with  121  before 
prerefunding.  And  holders  have  al- 
ready received  the  first  year's  non- 
taxable yield  of  more  than  14%. 

Texas  Municipal  Power  Agency 
also  has  used  the  technique.  The 
authority  arranged  a  prerefunding  in 
March,  issuing  $368  million  worth 
of  bonds  yielding  up  to  9.55%  to  pay 
off  issues  sold  originally  in  February 
1982  with  coupons  up  to  145/g%. 
The  first  call  date  is  1997,  and  the 
escrow  account,  just  as  in  the  Platte 
River  G  Series,  is  made  up  of  U.S. 
Treasury  securities.  The  bonds  now 
sell  for  about  144  (higher  than  prere- 
funded Platte  Rivers  because  the 
call  is  five  years  further  away). 

So  how  do  you  identify  likely  can- 
didates for  prerefunding?  You  will 
have  to  be  nimble  because  the  deal- 
ers are  alert  for  deals  like  this.  They 
don't  have  the  capital  to  buy  up  all 
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potential  candidates.  But  they  have 
the  big  advantage  of  early  knowl- 
edge. When  a  local  authority  de- 
cides to  go  the  prerefunded  route, 
the  deal  requires  lawyers  and  in- 
vestment advisers.  It  must  be  an- 
nounced and  advertised  to  the  trade. 
Word  gets  around. 

Nevertheless,  it  is  possible  to 
take  a  stab  at  identifying  candi- 
dates. Start  with  high-coupon  util- 
ity and  hospital  issues.  Narrowing 
it  down  from  there  is  very  much 
like  trying  to  identify  likely  take- 
over candidates  in  the  stock  mar- 
ket. When  you  play  that  game,  you 
look  at  market  price  versus  book, 
earnings  trends  and  shareholder 
population.  Playing  the  prerefund- 
ing game,  you  look  at  things  like 
interest  rate  trends,  coupon,  credit- 
worthiness and  willingness  of  the 
issuer  to  prerefund.  In  either  game, 
most  of  your  bets  may  not  pay  off. 
But  if  you  are  careful  in  your  selec- 
tions— and  lucky — those  that  do 
could  pay  the  freight. 

Alan  Richman  and  Robert  Adler, 
municipal  bond  analysts  at  Shear- 
son/ American  Express,  have  devel- 
oped a  list  of  15  electric  utility  is- 
sues that  seem  likely  candidates  for 
prerefunding.  One  of  the  likeliest: 
Northern  California  Power  Agency 
term  bonds  of  2010  carrying  a 
123/8%  coupon.  These  were  issued 
with  MBIA  insurance  against  de- 
fault, so  they  have  traded  like  an 
S&P's  AAA-rated  bond,  recently 
around  125.  Still,  they  would  have 
some  upward  price  leverage  if  prere- 
funded. Richman  also  likes  North 
Carolina  Municipal  Power  Agency 
Number  1  bonds  carrying  143/8% 
and  143A%  coupons,  now  trading  at 
about  130. 

Richman  and  Adler's  colleague 
Daniel  Berger  has  also  worked  up  a 
hospital-issue  list.  Among  his  can- 
didates are  the  143/4S  of  2010  issued 
by  Philadelphia  Hospitals  Author- 
ity for  its  Albert  Einstein  Medical 
Center.  They  sell  at  around  129. 
The  14'/4s  of  2008  of  the  Hamilton 
County,  Ohio,  Jewish  Hospital  As- 
sociation of  Cincinnati,  recently  at 
127,  are  also  candidates. 

Remember  that  laws  of  invest- 
ment have  not  been  repealed.  There 
are  no  sure  bets.  So  you  may  be 
overpaying  if  the  bonds  you  select 
aren't  prerefunded.  If  they  are,  you 
have  hit  the  jackpot.  Prerefunded. 
It's  a  lovely  word.  ■ 
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Can  the  U.S.  really  bail  out  the  whole 
world  through  the  IMF?  Or  will  the  at- 
tempt wreck  our  own  creditworthiness? 

SOMETHING  NEW 
UNDER  THE  SUN 


By  Ashby  Bladen 


According  to  Ecclesiastes,  one  of 
your  more  reliable  gurus,  there  is 
nothing  new  under  the  sun.  Well, 
the  Administration  is  about  to  try 
to  prove  him  wrong.  Just  a  few 
months  ago  the  Administration 
knew  nothing  and  cared  less  about 
the  developing  international  finan- 
cial crisis,  and  it  was  opposed  to  the 
idea  of  increasing  the  American 
subscription  to  the  International 
Monetary  Fund.  But  now  that  it  has 
discovered  the  crisis,  it  is  seriously 
proposing  to  help  the  banks  fend  off 
worldwide  deflation  and  hard  times 
by  making  new  bailout  loans  to  ev- 
ery country  whose  necessitous  sell- 
ing of  exports  will  otherwise  cause 
deflation.  Does  it  concern  the  Ad- 
ministration that  quite  a  few  of 
those  countries  cannot  possibly  re- 
pay what  they  already  owe?  Appar- 
ently not.  Throwing  good  money 
after  bad  on  a  global  scale  has  never 
been  tried  before,  and  it  is  hard  to 
believe  that  the  Administration  has 
any  idea  about  the  ultimate  conse- 
quences of  its  new  policy. 

This  is  an  excellent  illustration  of 
my  basic  point  that,  current  appear- 
ances to  the  contrary  notwithstand- 
ing, there  is  no  such  thing  as  a 
peaceful  and  painless  disinflation. 
And  yet  this  seems  to  be  what  the 


Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


IMF  expansion  is  supposed  to  bring 
about.  If  the  outcome  were  left  to 
the  tender  mercies  of  the  market- 
place, it  would  be  violently  and 
painfully  self-correcting.  The  recent 
collapse  of  OPEC  is  an  excellent 
example  of  how  that  works. 

During  the  1970s  several  oil-pro- 
ducing countries  with  large  popula- 
tions and  low  standards  of  living 
borrowed  heavily  to  finance  eco- 
nomic development.  By  now  Nige- 
ria, Mexico  and  even  Venezuela  are 
heavily  overindebted  and  will  have 
to  sell  their  oil  for  whatever  it  will 
bring  to  avoid  defaulting  on  their 
debts.  Thus,  conditions  in  oil  have 
turned  not  merely  disinflationary, 
but  downright  deflationary. 

If  it  were  not  for  political  inter- 
vention, inflation  would  always  be 
self-correcting.  Why?  Because  the 
perception  that  debts  are  becoming 
top-heavy  by  comparison  with  the 
incomes  from  which  they  are  sup- 
posed to  be  repaid  would  cause  lend- 
ers to  pull  in  their  horns  and  cease 
to  finance  marginal  borrowers. 
Most  overextended  borrowers 
would  save,  and  sell  whatever  they 
could  to  pay  down  their  debts. 
Those  who  could  not  manage  would 
default  and  be  foreclosed,  and  the 
pressure  of  necessitous  selling 
would  cause  a  period  of  deflation 
and  hard  times  that  would  be  pain- 
ful but  over  fairly  quickly.  Then  the 
world  would  not  be  saddled  with 
chronic  inflation. 

Bailouts  of  any  sort,  whether  by 
the  IMF  or  by  domestic  agencies, 
tend  to  frustrate  this  natural  self- 
correction.  If  the  government  of  a 
sovereign  country  decides  that  do- 
mestic deflation  is  politically  unac- 
ceptable, it  can  borrow  and  bail  out 
its  own  residents  because,  unlike 
most  people  and  businesses,  its 
creditworthiness  does  not  depend 
on  the  coverage  of  its  debt  service 


but  upon  its  monopoly  of  legal  force 
that  allows  it  to  command  the  in- 
comes and  assets  of  all  the  people  in 
the  country.  It  can  create  all  the 
credit  it  wishes  and  bail  out  the 
overextended  borrowers. 

Domestic  bailouts  remove  the 
risks  associated  with  borrowing  and 
spending  excessively  so  that  the  in- 
flation tends  to  worsen.  In  the  coun- 
tries that  have  slipped  over  the 
brink  into  hyperinflation,  the  gov- 
ernment has  been  financing  every- 
body for  years. 

Another  trouble  with  bailouts,  ei- 
ther of  people  or  of  countries,  is  that 
they  weaken  the  incentives  to  pro- 
duce the  real  goods  and  services  on 
which  our  standard  of  living  de- 
pends. Why  work  hard  to  produce 
exports  for  foreigners  to  enjoy  when 
those  nice  folks  at  the  New  York 
banks  will  lend  you  the  dollars  to 
pay  for  the  imports  that  you  enjoy? 
These  eager  bankers  don't  seem  to 
care  very  much  when,  or  even  if, 
you  repay.  Just  don't  default  and 
make  them  write  off  the  loan. 

If  the  policy  of  bailing  everybody 
out  succeeds,  it  will  mean  global 
inflation  on  an  unprecedented  scale. 
However,  it  seems  clear  that  the 
Administration  is  too  busy  coping 
with  today's  crises  to  think  through 
the  consequences  of  its  policy.  But 
how  long  will  the  external  credit  of 
the  U.S.  remain  good  if  we  use  it 
wholesale  to  bail  out  countries  that 
have  no  real  chance  of  repaying  us? 

Ironically,  politics  may  thwart 
this  dangerous  bailout.  In  1932  the 
Reconstruction  Finance  Corp.  was 
making  loans  to  troubled  banks, 
one  of  which  was  controlled  by  the 
family  of  President  Hoover's  budget 
director,  Charles  Dawes.  The  Tip 
O'Neill  of  the  day,  John  Nance  Gar- 
ner, decided  that  publicizing  that 
fact  would  enable  the  Democrats  to 
score  a  political  point  by  embar- 
rassing the  Republicans.  So  he  got 
the  Congress  to  require  the  RFC  to 
publish  the  names  of  the  banks  to 
which  it  made  loans.  The  banks  fig- 
ured that  would  be  taken  as  an  offi- 
cial government  list  of  bad  banks. 
They  stopped  borrowing  from  the 
RFC  and  closed  down  instead.  That 
was  the  last  straw  that  led  to  the 
Bank  Holiday  of  Mar.  4,  1933.  Once 
again,  the  Democrats  will  almost 
certainly  oppose  a  policy  that  can 
be  construed  as  a  bailout  of  the 
bankers.  ■ 
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fes,  you  really  can  get. . . 

cash  value 
life  insurance 

at  the  price  of  term. 


idjustable  Life  II  from  The  Bankers  Life  of 
es  Moines  is  unlike  any  other  type  of  policy 
i)u  may  hear  about.  It  can  provide  you  with 
e  advantages  of  whole  life  (cash  value) 
otection  at  the  cost  of  term  coverage, 
lat's  right!  You  can  enjoy  the  security  of 
slowing  that  your  premiums  may  remain 
e  same  over  your  lifetime,  you'll  be  building 
hsh  values,  and  your  net  cost  can  be  no  more 
an  you'd  expect  to  pay  for  a  traditional 
rm  policy. 

How  can  The  Bankers  Life  do  this?  We 
;  arted  by  being  among  those  companies 

ith  the  lowest  net  cost  to  its  policyowners. 
\t'e  then  designed  a  policy  that  is  custom  made 
lr  each  individual  and  pays  dividends  which 

in  be  used  to  lengthen  the  period  of  coverage. 

In  effect,  Adjustable  Life  II  eliminates  your 
ised  to  make  a  firm  choice  between  term  or 
I  hole  life  protection  while  offering  these 
lique  features . . . 

urrent  Yield  Earnings 

Ijplicy  dividends  reflect  current  yields  on  in- 
'  istments.  At  today's  high  returns  this  means 
:i  gger  dividends  and  an  even  lower  net  cost 
jl  >r  a  policy  that  combines  the  economy  of  pure 
protection  with  the  freedom  from  constantly 
!  |5ing  premiums.  No  other  kind  of  life  insur- 
ice  can  provide  this  particular  benefit. 


THE 
BANKERS 


LIFE 


Changes  to  fit  your  needs 

Adjustable  Life  II  offers  flexibility  few  people  can 
afford  to  be  without.  Within  limits,  you  can  raise 
or  lower  your  premium  payments,  increase  or 
decrease  the  amount  of  your  coverage,  lengthen 
or  shorten  the  protection  period ...  all  as  many 
times  as  necessary  over  your  lifetime.  As  your 
income,  expenses  or  goals  change,  you're  always 
able  to  provide  the  protection  that's  best  at 
the  time  for  you,  your  family,  or  your  business. 

Protects  against  inflation 

Inflation  erodes  the  security  provided  by  tradi- 
tional life  insurance.  But  Adjustable  Life's  Cost- 
of-Living  option  allows,  within  limits,  the  face 
value  of  your  policy  to  grow  automatically  every 
three  years  to  offset  increases  in  the  Consumer 
Price  Index. .  .free  from  any  need  to  prove  your 
insurability.  You  may  even  be  able  to  do  this 
without  any  increase  in  your  annual  premium. 

If  you  doubt  that  Adjustable  Life  II  can  do  all 
we  claim,  your  agent  can  tell  you  more  about  this 
revolutionary  new  kind  of  life  insurance.  Other- 
wise, call  your  local  office  of  The 
Bankers  Life  of  Des  Moines,  or 
mail  the  coupon  below. 


THE  BANKERS  LIFE,  Consumer  Services 


Des  Moines,  Iowa  50307 

Please  tell  me  more  about  how  I  can  get 
whole  life  protection  at  the  price  of  term. 


Name. 


FB-43 


Address_ 


City_ 


BANKERS  LIFE  COMPANY   DES  MOINES,  IOWA  50307 


L 


State_ 


_Zip_ 


Commodities 


There  is  never  enough  newly  mined  silver 
to  meet  industrial  demand.  So  why  don't 
silver  prices  reflect  this  condition? 

CAN  SILVER 
SHINE  AGAIN? 


on  two  main  factors.  First,  since 
most  silver  is  now  used  industrial- 
ly, as  the  economy  strengthens,  so 
will  the  demand  for  silver.  Second, 
lower  interest  rates  make  silver 
cheaper  to  own. 

The  bears  have  a  case,  too.  Handy 
&  Harman,  the  well-known  pre- 
cious metals  dealer,  estimates  that 
worldwide  some  1.37  billion  ounces 
of  silver  exist  above  ground.  The 
second  plank  in  the  bears'  argument 
comes  from  the  fact  that  the  Gener- 
al Services  Administration  in  1981 


MONEY  INVESTMENTS 


By  Stanley  W.  Angrist 


The  recent  wholesale  bloodletting 
in  the  gold  and  silver  markets  prob- 
ably cured  more  speculators  of  try- 
ing to  trade  those  metals  than  any- 
thing since  the  Hunt  debacle. 

Silver  as  an  investment  did  not 
become  popular  until  the  late 
1960s,  when  government-imposed 
price  ceilings  were  lifted.  The  sud- 
den interest  in  silver  then  is  gener- 
ally attributed  to  the  so-called  pri- 
mary production  deficit — that  is, 
the  inability  of  mines  to  produce 
enough  silver  to  meet  industrial  de- 
mand. Indeed,  primary  silver  produc- 
tion has  failed  to  fully  satisfy  industrial 
requirements  every  year  since  1958. 
That  one  statement  has  probably 
suckered  more  neophyte  specula- 
tors into  long  positions  in  the  silver 
market  than  any  other  single  sen- 
tence in  the  English  language. 

However,  sales  from  a  wide  vari- 
ety of  above-ground  sources  have 
always  acted  to  make  up  this  sup- 
ply shortfall.  Today,  any  shortfall  in 
supply  is  made  up  primarily  by  met- 
al from  scrap,  silver  from  India — 
where  it  has  always  acted  as  a  meth- 
od of  storing  family  wealth — and 
melted  coins. 

Silver  prices  hit  a  bottom  in  June 
1982,  when  the  spot  price  touched 
$4.78  per  ounce.  The  metal  has 
moved  up  sharply  since  then,  based 

Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


the  recovery  will  show  this  year,  I 
would  be  willing  to  side  with  the 
bulls,  but  I  would  not  take  an  out- 
right long  position.  I  would  try  to 
take  advantage  of  higher  silver 
prices  by  way  of  a  bull  spread. 

Keep  in  mind  that  such  a  spread 
in  precious  metals  is  just  the  oppo- 
site of  such  a  position  in  the  agricul- 
tural commodities.  That  is,  when 
you  are  bullish  on  silver  or  gold,  you 
buy  the  distant  and  sell  the  nearby 
month.  In  these  commodities  there 
is  almost  never  any  physical  short- 
age. Therefore,  price  fluctuations  in 
precious  metals  do  not  reflect  near- 
term  tightness  or  surplus,  but  rather 
the  market's  changing  perception  of 
their  value.  In  a  strong  precious 
metals  market,  the  distant  month 
will  rise  more  than  the  nearby  be- 
cause, as  the  price  of  the  commod- 
ity rises,  its  carrying  cost  will  rise. 
Rising  interest  rates  can  have  the 
same  effect. 

The  trade  I  am  recommending  is 
buying  July  1984/selling  July  1983 
silver,  with  the  more  distant  month 


Silver — always  slippery 


For  the  last  three  years,  the  supply  of  silver  has  exceeded  demand, 
primarily  because  of  the  worldwide  recession.  Private  stocks  (some 
would  say  hoards)  of  silver  have  increased  by  a  total  of  226  million 
ounces  during  that  time.  Rising  prices  will  ultimately  call  it  out  of 
hiding.  Note  that  new  production  is  nowhere  near  industrial  demand. 


Millions  of  ounces 


Industrial  consumption 


source  Handy  &  Harmon 


started  to  liquidate  139  million 
ounces  of  silver  from  the  U.S.  Stra- 
tegic Stockpile.  A  number  of  con- 
gressmen from  silver-producing 
states  fought  to  get  the  sales 
stopped,  which  they  were  in  De- 
cember 1981.  However,  there  is  no 
doubt  that  the  Administration 
would  like  to  start  up  sales  again  to 
help  reduce  the  budget  deficit. 
Given  the  strength  that  I  think 


at  not  more  than  a  $1.05  premium.  I 
would  look  for  the  spread  to  widen 
at  least  30  cents  ($1,500  per  spread, 
using  5,000-ounce  contracts),  risk- 
ing no  more  than  12  cents  ($600  per 
spread)  on  a  close-only  basis.  The 
margin  on  this  spread  is  about 
$1,000,  and  the  round-turn  commis- 
sion is  about  $100.  Remember  that 
this  spread  can  also  be  done  using 
1,000-ounce  contracts.  ■ 


208 


FORBES,  APRIL  11,  1983 


ertisement 


SPECIAL  FORBES  ADVERTISING  SERVICE  FOR  INVESTORS  AND  THE  FINANCIAL  COMMUNITY 

N  New  York  Stock  Exchange       A  American  Stock  Exchange       O  Over-the-Counter       P  Pacific  Stock  Exchange 


i  EFTAIN  DEVELOPMENT  CO.  LTD  A 

DMONTON,  Canada,  Feb.  14,  1983— Chieftain  Develop- 
it  Co.  Ltd.  reported  today  that  net  income  increased  46.5 
'!:ent  to  $18.2  million  and  cash  flow  increased  33.3 

i  :ent  to  $40  million  during  1982  compared  with  1981. 
iross  revenues  increased  18.4  percent  to  $82,866,000 

i!  pared  with  $69,993,000  for  1981. 
unds    provided    from    operations    amounted  to 
,041,000  ($2.76  per  share)  compared  with  $30,037,000 

I|21  per  share)  in  1981. 

'let  income  for  the  year,  including  an  extraordinary  gain 
3.3  million,  amounted  to  $18,225,000  ($1.12  per  share) 
pared  with  $12,437,000  (80  cents  per  share)  in  1981. 

ii  earnings  in  1982  without  the  extraordinary  gain  were 
I ,941,000  (88  cents  per  share),  there  were  no  extraordi- 
ii  gains  in  1981. 

forking  capital  amounted  to  $35,365,000  at  Dec.  31, 
12.  In  January,  1983,  working  capital  was  substantially 

eased  by  the  net  proceeds  of  a  $45  million  issue  of  8 
i  :ent  convertible  second  preferred  shares.  The  resulting 
«j  rd  level  of  working  capital  puts  the  company  in  an 

:  I  lent  position  to  take  advantage  of  opportunities  in 
:  3. 

Contact:  Tom  Campbell,  Manager-Corporate  Communi- 
ons, Chieftain  Development  Co.,  Ltd.,  1201  Toronto 
<iiinion  Tower,  Edmonton  Center,  Edmonton,  Alberta, 
Hada  T5J  2Z1.  Phone  (403)  425-1950.) 


5PITAL  CORPORATION  OF  AMERICA  N 

IASHVILLE,  TENN.,  Feb.  18,  1983— Hospital  Corporation 
merica  today  announced  increased  revenues  and  earn- 
;  for  fiscal  1982  and  a  21%  cash  dividend  increase, 
ihairman  Donald  S.  MacNaughton  and  Thomas  F.  Frist, 
President  and  Chief  Executive  Officer,  reported  that 
,'s  1982  results  were  the  strongest  in  the  Company's  15- 
history. 

HCA's  U.S.  owned  medical  and  psychiatric  hospitals 
2  the  principal  factors  in  the  strong  gains  in  revenues 
earnings,"  said  Frist.  "These  hospitals,  including  newly 
itructed  and  acquired  facilities,  provided  26%  more 
i  ot  inpatient  care  in  1982  than  in  the  previous  year.  The 
i Its  also  reflect  HCA's  sustained  efforts  to  improve 
luctivity  and  contain  costs,"  he  added, 
evenues  for  the  year  ended  December  31,  1982,  totaled 
>39,385,000,  up  47%  from  $2,406,472,000  in  1981.  Net 
me  increased  55%  to  $171,935,000,  compared  with 
1,131,000  a  year  ago.  Earnings  per  share  increased 
j>  to  $2.25,  compared  with  $1.67  in  fiscal  1981.  All  per 
re  results  have  been  adjusted  to  reflect  HCA's  4-for-3 
k  split  distributed  in  January  1983. 
or  the  fourth  quarter,  revenues  totaled  $905,792,000, 
20%  from  $755,668,000  in  the  same  periods  of  1981. 
income  increased  47%  to  $41,785,000,  compared  with 
,377,000  last  year  Earnings  per  share  increased  37%  to 
!,  compared  with  $.38  in  the  fourth  quarter  of  1981. 
ICA's  year-end  financial  position  was  extremely  sound, 
sts  exceeded  $3,600,000,000  at  December  31,  1982, 
ipared  to  $2,958,156,000  a  year  ago,  an  increase  of 
o.  Shareholders'  equity  increased  63%  during  the  year, 
i  $767,600,000  at  year-end  1981  to  $1,254,711,000  on 
ember  31,  1982. 

n  December  1982,  the  Company  completed  the  conver- 
i  of  $125,000,000  of  83/4%  convertible  subordinated 
entures  into  3,036,000  shares  of  HCA  common  stock. 


Effective  January  3, 1983,  HCA  sold  18  hospitals  to  a  private 
hospital  company  for  approximately  $200,000,000.  Cash 
proceeds  of  approximately  $120,000,000  are  being  used  to 
repay  outstanding  debt,  bringing  HCA's  debt-to-capital 
percentage  to  approximately  52%.  This  is  a  substantial 
improvement  from  year-end  1981,  when  debt  represented 
65%  of  total  capital. 

The  HCA  Board  of  Directors  has  also  declared  a  new 
annual  cash  dividend  rate  of  $.40  per  common  share,  a 
21%  increase  from  the  prior  $.33  per  share  annual  payment 
rate.  A  quarterly -dividend  of  $.10  will  be  paid  May  2,  1983, 
to  all  shareholders  of  record  on  April  1,  1983. 

"The  dividend  increase  reflects  both  HCA's  growth  and 
confidence  in  the  future,"  said  Frist.  "The  Company  de- 
clared its  first  dividend  in  1972  and  has  increased  the  rate 
13  times  since  that  initial  payment.  The  last  increase  prior 
to  today's  announcement  was  in  February  1982." 

HCA  is  a  publicly  owned  international  health  care  com- 
pany committed  to  the  delivery  of  quality  patient  care  at  a 
reasonable  cost.  HCA  and  its  affiliates  now  own  or  manage 
hospitals  and  other  medical  facilities  in  more  than  350 
communities  worldwide. 

FINANCIAL  HIGHLIGHTS 

Three  Months  Ended  December  31 

1982  1981  Increase 

$905,792,000  $755,668,000  20% 

69,085,00  0  46,177,000  50% 

27,300,000  17,800,000  53% 

41,785,000  28.377,000  47% 

$.52  $.38  37% 


Operating  Revenues 
Income  Before  Income  Taxes 
Provision  for  Income  Taxes 
Net  Income 

Net  Income  per  Common  and 
Common  Equivalent  Share 


Twelve  Months  Ended  December  31 


1982 

1981  Increase 

Operating  Revenues 

$3,539,385,000 

$2,406,472,000 

47% 

Income  Before  Income  Taxes 

280,435,000 

184,231,000 

52% 

Provision  for  Income  Taxes 

108,500,000 

73,100,000 

48% 

Net  Income 

171,935,000 

111,131,000 

55% 

Average  Number  of  Common  and 

82,131,000 

66,507,000 

23% 

Common  Equivalent  Shares 

Net  Income  per  Common  and 

$2.25 

$1.67 

35% 

Common  Equivalent  Share 

(Contact:  Victor  L.  Campbell,  Vice  President  Corporate 
Communications,  Hospital  Corporation  of  America,  One  Park 
Plaza,  Nashville,  Tenn.  37203.  Phone:  (615)  327-9551.) 


NMS  PHARMACEUTICALS,  INC  0 

NEWPORT  BEACH,  CA.— NMS  (formerly  Nuclear  Medical 
Systems,  Inc.)  has  recently  announced  a  revolutionary 
"breakthrough"  in  the  production  of  a  histamine  antibody. 
The  use  of  a  highly  specific  histamine  antibody  enables 
scientists  for  the  first  time  to  obtain  an  accurate  measure- 
ment of  allergic  reactions  in  man.  Generally  histamine  is  the 
by-product  of  allergic  responses,  and  heretofore  was  diffi- 
cult of  measurement. 

Approximately  65  million  people  in  U.S.  suffer  from  some 
form  of  allergy.  Current  (in  vitro)  methods  of  allergy  testing 
are  lengthy  and  tedious  and  (in  vivo)  methods  are  uncom- 
fortable and  sometimes  hazardous  to  the  patient.  Most  are 
expensive  and  inaccurate.  NMS  has  initiated  the  first 
development  of  an  allergy  test  that  is  direct,  quantitative, 
accurate,  rapid  and  without  risk  to  the  patient. 

Patients  presently  may  experience  allergic  or  allergic-like 
responses  to  medication,  which  occasionally  can  be  life 
threatening.  Currently,  no  convenient,  safe  or  rapid  test  is 
available  to  predict  such  a  response.  NMS  has,  under 
development,  kits  useful  in  determining  sensitivity  to  medi- 
cation, utilizing  histamine  antibody. 


Under  the  direction  of  pathologist  I.  Haydik,  M.D.,  NMS 
has  established  the  procedure  for  the  diagnosis  of  allergies. 

NMS  anticipates  eventual  sale  of  allergy  kits  incorporat- 
ing histamine  antibody. 

The  implications  of  this  development  is  dramatic  to  the 
$3  billion  market  in  allergy  testing  and  therapy. 

NMS  (OTC)  symbol  NMSI  manufacturers  medical  imuno- 
diagnostic  test  kits,  operates  a  full  service  clinical  laborato- 
ry and  conducts  research  in  diagnostic  immunology  pertain- 
ing to  cancer,  allergy  and  heart  attack. 

(Contact:  J.  Irani,  President,  NMS  Pharmaceuticals,  Inc. 
1533  Monrovia  Ave,  Newport  Beach,  CA.  92663.  Phone: 
(714)  645-2111.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

HOUSTON,  TX.,  Feb.  24— The  Board  of  Directors  of  United 
Energy  Resources,  Inc.  today  increased  the  quarterly  divi- 
dend on  the  company's  common  stock  6.9  percent  to  62 
cents  per  share  from  58  cents  per  share,  with  the  new 
dividend  payable  on  April  1,  1983,  to  stockholders  of  record 
on  March  7,  1983. 

The  company  also  reported  unaudited  1982  consolidated 
net  income  of  $1 18.2  million,  or  $4.25  per  share,  compared 
with  $215.7  million,  or  $7.75  per  share,  in  1981.  Reflected 
in  1982  results  are  an  extraordinary  charge  against  income 
($112  million  pre-tax)  and  a  non-operating  reserve  ($25.4 
million  pre-tax)  incurred  by  United  Gas  Pipe  Line  Company, 
the  corporation's  largest  subsidiary.  Income  before  the 
impact  of  the  non-operating  reserve  and  the  extraordinary 
item  for  the  fourth  quarter  of  1982  was  $33.3  million, 
compared  with  net  income  of  $56.8  million  for  the  compara- 
ble period  in  1981. 

(Millions,  except  per  share  amounts) 


Three 

Periods  Ended  Dec.  31  1982 

Operating  revenues  $1,316.1 
Income  before  impact  of 
Alaskan  investment  reserve 
and  extraordinary  item 
After-tax  impact  of 
Alaskan  investment 
reserve 
Income  before  extraordinary 
Item 

Extraordinary  item — cost 

of  litigation  settlement. 

net  of  income  tax 
benefits 
Net  income 
Earnings  per  share 
Weighted  average  shares 

outstanding  (thousands) 


Months  Twelve  Months 

1981  1982  1981 
$1,505.3  $5,561.8  $5,431.0 


$  33.3     $    56.8  $  192.4    $  215.7 


13.7 


19.6 


60.5 
$(40.9) 
$(1.47) 


13.7 

568       178.7  215.7 


.  .  60.5 
$56.8     $118.2  $215.7 
$2.04       $4.25  $7.75 


27,818 


(Contact:  Marvin  L.  Brown,  Jr 
United  Energy  Resources,  Inc., 
77001.  Phone.  (713)  229-5373 


27,82  0       27,820  27,820 
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The  WALL  STREET  TRANSCRIPT  is  the  leading 
publication  for  professional  and  sophisticated 
individual  investors.  It  offers  the  only  in-depth 
pipeline  to  what  hundreds  of  brokers  and  pro- 
fessional investors,  large  and  small,  across  the 
country,  are  selecting  now  as  undervalued 
asset  plays,  turnaround  situations,  merger  and 
takeover  candidates,  total  return  plays,  emerg- 
ing growth  stocks,  and  high  return  stocks. 

Each  week  the  WALL  STREET  TRANSCRIPT 
brings  you  —  in  full,  original  text  -reports,  stu- 
dies, comments  from  leading  brokers  from 
across  the  country  -  company  studies  -  industry 
surveys  -  chart  and  technical  analyses~=-top 
management  reports  to  Security  Analysts  Socie- 
ties -  in-depth  interviews  with  high  perfor- 
mance money  managers,  registered  represen- 
tatives and  research  directors. 

You  can  receive  a  free  copy  of  the  WALL 
STREET  TRANSCRIPT  with  the  compliments  of 
the  publisher,  for  your  review.  Please  complete 
below,  and  we  will  send  you  the  next  $30  issue 
free.  As  a  convenience  for  serious  investors  we 
will  reserve  a  special  non-transferable  trial  sub- 
scription for  you,  (6  issues  for  $48.00),  which  you 
may  accept  or  not  at  your  option.  If  after  you 
receive  your  free  review  copy,  you  find  that  the 
weekly  WALL  STREET  TRANSCRIPT  is  not  for 
you,  simply  mark  cancel  on  the  trial  subscription 
invoice,  mail  it  back  when  you  receive  it  and 
owe  nothing.  Whatever  you  decide,  keep  $30 
copy  with  our  compliments.  This  offer  is  avail- 
able only  one  time,  per  household,  in  any  two- 
year  period. 
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The  gold  market  may  look  as  if  it's  doing 
what  it  usually  does,  but  the  people  play- 
ing the  game  now  are  different. 

THE  NEW  49ERS 


By  Srully  Blotnick 


V 


Over  the  years  I  have  found  that 
preferences  in  ice  cream  flavors 
tend  to  persist  over  a  person's  life- 
time. Once  a  chocolate  nut,  always 
a  chocolate  nut.  Not  so  with  invest- 
ment preferences.  You  can  be  a 
bond-oriented  investor  at  one  stage, 
a  commodities-oriented  investor  at 
another  and  a  goldbug  at  yet  an- 
other. What  with  February's  sharp 
drop  in  the  price  of  gold,  it  is  worth 
noting  that  gold  speculators  now 
are  a  significantly  different  breed 
than  they  were  four  years  ago.  This 
has  implications  for  the  future  price 
of  the  yellow  metal. 

For  example,  there  is  the  alleged- 
ly conservative,  64-year-old,  utili- 
ties-loving investor  who  four  years 
ago  told  me  he  wanted  safety  above 
all.  Now  he  is  playing  the  gold 
stocks.  Has  he  entered  his  second 
childhood?  Hardly.  The  26-year- 
olds  in  the  sample,  some  of  whom 
haven't  outgrown  their  first  child- 
hood yet,  reveal  similar  switches. 
It's  the  nature  of  investment  mar- 
kets. People  like  vanilla  in  one  cy- 
cle, strawberry  parfait  in  another. 

What  has  this  to  do  with  the  price 
of  gold?  Plenty.  The  precious  metals 
market  now  has  a  considerable 
number  of  actively  participating 
players  who  were  never  there  be- 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
a)tcl  Winning:  The  Psychology  of  Successful 
Investing. 


fore.  They  are  unlike  the  first  wave 
of  speculators  who  poured  into  it  in 
steadily  increasing  numbers  in  the 
late  1970s.  Current  participants  in 
gold  tend  to  be  older,  wealthier  (to  a 
bighly  significant  degree)  and  some- 
what better  educated.  The  small 
speculators  who  were  there  first — 
let's  call  them  pioneers,  or  better, 
49ers — are  still  there,  but  fewer.  For 
the  ea-)y  49ers  precious  metals  have 
lost  some  of  their  excitement. 

Interestingly,  the  older,  wealthier 
people  coming  to  this  market  now 
aren't  seeking  a  huge  and  instant 
speculative  windfall,  though  none 
would  protest  if  that  happened.  In- 
stead, they  have  come  for  protec- 
tion against  inflation.  This  at  the 
very  time  so  many  of  the  experts  are 
telling  us  that  inflation  has  been 
licked.  Previously,  these  conserva- 
tive, wealthy,  older  investors 
shunned  gold  as  a  vaguely  un-Amer- 
ican and  perhaps  even  anti-Ameri- 
can investment.  They  wanted  an  in- 
flation hedge  but  had  many  reserva- 
tions about  this  one.  Now  that 
stigma  has  been  removed,  and  gold 
has  gained  some  respectability  as 
insurance  against  inflation. 

On  the  whole,  the  new  (but  older) 
49ers  are  sick  and  tired  of  hearing 
about  the  end  of  inflation.  The  flood 
of  books  and  articles  on  the  subject, 
which  they  were  glad  to  see  initial- 
ly, now  annoy  more  than  inform 
them.  "Sure  it's  dead  for  the  mo- 
ment," said  the  64-year-old  men- 
tioned above,  "but  anyone  who  tells 
you  it's  dead  for  good  is  a  fool." 

I  have  identified  two  groups  of 
49ers:  the  old-time  goldbugs, 
shrinking  in  number,  and  a  new 
group  that  likes  gold  as  a  hedge 
against  the  danger  of  renewed  infla- 
tion. There  is  a  third  group:  the 
camp  followers.  This  bunch  always 
goes  wherever  the  action  is.  Last 
year  the  gold  stocks  in  particular, 
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and  the  metals  and  mining  shares  in 
general,  were  staging  a  strong  re- 
bound, and  they  jumped  aboard. 
Their  investment  philosophy  can 
best  be  summed  up  by,  "If  it's  mov- 
ing up,  throw  money  at  it."  These 
people  are  always  with  us,  and  their 
investment  behavior  has  a  suicidal 
element  in  it.  When  the  market  be- 
gins to  turn  against  them,  they  tend 
to  freeze,  to  drop  into  passivity — and 
that's  just  what  they  did  when  gold 
started  to  slide.  Why  do  they  behave 
this  way?  The  answer  is  fascinating. 

We  all  tend  to  sell  too  quickly 
when  stocks  are  rising  and  hold  on 
too  long  when  they  are  falling.  But 
the  effect  is  exaggerated  if  it  was  the 
upward  action  of  the  stock  itself, 
not  a  knowledge  of  the  underlying 
fundamentals,  that  got  us  interested 
iin  it  in  the  first  place. 

Why?  Anyone  who  examines  a 
company  closely  soon  sees  all  the 
potential  problems  and  personality 
conflicts  that  arise  on  a  regular  ba- 
sis. A  closeup  look  reveals  the  com- 
pany for  what  it  is,  warts  and  all. 
One  can  wax  ecstatic  anyway,  but 
the  complex  reality  one  has  seen 
serves  as  something  of  a  brake  to 
extreme  flights  of  fancy. 

Not  so  where  a  chart  heading  sky- 
ward is  concerned.  It  creates  a 
smooth,  clean — and  most  impor- 
tant— simple  picture  of  instant 
wealth.  When  anything  goes  wrong 
(with  the  stock,  that  is,  not  the 
company),  there  is  no  alternative 
picture  to  fall  back  on.  The  action- 
seeking  investor  freezes.  He  doesn't 
know  what  to  do. 

The  implications  for  the  gold  mar- 
ket are  interesting:  Shrugging  off 
their  passivity  and  swallowing  their 
losses,  the  action-hunters  are  slowly 
departing.  Who  are  they  selling  to? 
To  the  inflation-hedgers.  Gold's 
abrupt  price  decline  gives  the  latter 
what  they  see  as  a  chance  to  buy 
insurance  more  affordably. 

Gold  is  moving  from  weaker  into 
stronger  hands.  That  has  positive 
implications  for  the  price  of  gold,  at 
least  until  people  conclude  that  in- 
flation is  dead  once  and  for  all.  Since 
inflation  has  been  with  us  for  de- 
cades, that  conclusion  isn't  likely  to 
become  generally  accepted  in  the 
immediate  future.  In  short,  gold  is 
becoming  more  respectable — and 
more  volatile — as  it  makes  the 
lumpy  transition  from  a  speculative 
metal  to  a  form  of  insurance.  ■ 


Municipal  bond  rates  have  rarely 
compared  so  favorably  with 
taxable  yields,  and  the  T.  Rowe 
Price  Tax-Free  Income  Fund 
puts  these  high  returns  in  easy  reach.  The 
higher  your  tax  bracket,  the  better  our 
yield  looks. 

And,  unlike  investments  in  an  individual, 
long-term  municipal  bond,  you  have  the  addi- 
tional advantage  of  daily  access  to  your  money. 

You  also  enjoy  these  other  important 
advantages. 

•  No  sales  charge. 

•  No  penalty  for  early  withdrawal. 

•  Free  check  writing  over  $500. 

•  Free  exchange  with  other  T.  Rowe 
Price  Funds. 

•  Minimum  investment  of  only  $1,000. 

Remember,  when  interest  rates  are  de- 
clining, longer  term  investments  such  as  our 
Tax-Free  Income  Fund,  enable  you  to  enjoy 
higher,  more  stable  income  than  money  mar- 
ket securities.  And,  even  though  the  Fund's 
share  price  will  vary  and  could  decline,  there 
is  also  an  opportunity  for  gain.  So,  if  you're 
a  high  bracket  investor  seeking  a  high,  rela- 


tively stable  level  of  tax-free  income,  consid- 
er the  T.  Rowe  Price  Tax-Free  Income  Fund. 
CALL  NOW 
TOLL  FREE  1-800-638-5660 
In  Mary  land  1-800-492-1976 
In  Baltimore  547-2308 
Yield  should  be  considered  together  with  changes 
in  share  price  —  both  will  fluctuate  as  market 
conditions  change.  Income  may  be  subject  to  state 
and  local  taxes. 


TRowe  Price 

T.  Rowe  Price  Marketing.  Inc.  Dept.  24B 
100  E.  Pratt  St.,  Baltimore,  MD  21202 

Please  send  me  a  prospectus  on  your  Tax- 
Free  Income  Fund  with  more  complete  in- 
formation, including  management  fee  and 
other  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest. 

Name  


Address. 
City  


|  State , 


.  Zip_ 


Fifty,  Fifty. 

These  are  odds  that  no  one  would  care  to  bet  on. 
But  the  thousands  of  sons  and  daughters  of  Huntington's 
Disease  patients  have  no  choice.  They  were  born 
with  a  50/50  chance  of  inheriting  this  terrifying,  fatal  illness. 

For  potential  H.D.  victims,  everyday  is  a  gamble. 
And  if  they  lose,  it's  for  keeps. 

Give  to  the  National  Huntington's  Disease  Association. 
Help  make  this  generation  its  last. 

■  ■%  National  Huntington's  Disease  Association 
™*  128A  East  74  Street,  New  York,  NY,  10021 
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By  Thomas  P.  Murphy 


Is  any  stock  worth  80  times  earnings? 
Diasonics  could  be  one  of  the  rare  ones. 


HIGH-TECH  FEVER 


first  quarter  of  1983,  compared  with 
last  year's  first  quarter  of  only  $186 
million — a  500%  gain  from  a  level 
that  was  already  pretty  healthy. 

But  getting  back  to  Diasonics. 
That  the  market  shows  signs  of  bub- 
bling over  doesn't  necessarily  prove 
that  Diasonics  was  and  is  over- 
priced. It  is,  in  fact,  a  company  that 
seems  to  be  both  good  and  lucky. 

In  case  you  wouldn't  know  a  Dia- 
sonic  if  it  sat  on  your  lap,  the  com- 
pany is  in  medical  imaging — what 
we  used  to  think  of  as  the  X-ray 
field.  But  a  number  of  other  technol- 
ogies are  used  as  well. 

Part  of  Diasonics'  success  stems 
from  one  of  these  new  technologies. 
It  leads  in  ultrasound  imaging — us- 
ing high-frequency  sound  waves  in- 
stead of  X-rays  to  penetrate  the  hu- 
man body  and  create  either  a  photo- 
graphic image  of  what  the  sound 
waves  meet  or,  in  the  case  of  cardio- 
vascular examinations,  actually 
watch  the  heart  pulsing. 

Diasonics'  sales  in  the  ultrasound 
market  attest  to  how  fast  a  com- 
pany with  better  technology  can 
move  in  the  medical  field.  They 
went  from  $4.9  million  in  1979  to 
$102  million  in  1982.  Diasonics' 
other  market  is  in  an  even  newer 
technology  called  Digital  X-ray. 
Diasonics  had  $2  million  sales  in 
that  market  in  1981  and  $35  million 
last  year. 

That  is  the  kind  of  growth  that 
struck  Wall  Street's  fancy.  But  the 
real  frosting  on  Diasonics'  cake  is  a 
still  newer  technology — nuclear 
magnetic  resonance.  NMR  is  a  dra- 
matically new  approach  to  imaging; 
it  uses  no  X-rays  and  may  turn  out 
images  that  are  superior  to  anything 
from  the  other  technologies. 

With  NMR,  a  patient  is  placed  in 
a  chamber  that  is  surrounded  by  a 
powerful  but  harmless  magnetic 
field.  Hydrogen  molecules  in  the 


For  speculators  in  high-tech  new  is- 
sues, Diasonics  was  the  perfect 
play.  It  was  in  the  right  place — the 
medical  industry.  It  had  an  incredi- 
ble growth  record,  and  it  came  with 
impeccable  Silicon  Valley  creden- 
tials. A  one-decision  stock:  Buy  ev- 
ery share  you  can  get. 

For  more  thoughtful  students  of 
the  stock  market,  however,  Diason- 
ics became  something  quite  differ- 
ent— the  infuriating  symbol  of  an 
overpriced  new  issue  sold  into  a  mar- 
ket already  taking  leave  of  its  senses. 
Imagine  putting  a  nearly  $1  billion 
valuation  on  a  company  that  nobody 
on  Wall  Street  had  even  heard  of  the 
month  before!  Those  venture  cap- 
italists finally  had  gone  too  far. 

Who  was  right?  So  far,  you  would 
have  to  say  the  venture  capitalists. 
Diasonics  did  go  to  a  premium, 
from  an  original  issue  price  of  22  to 
a  high  of  29lA.  Now,  a  month  later, 
it  is  back  about  where  it  was  issued, 
trading  around  22. 

But  the  skeptics  were  right  to 
worry.  The  high-tech  and  original- 
issues  markets  have  become  frothy. 
Hambrecht  &  Quist's  index  of  high- 
technology  stocks  soared  from  380 
last  August  to  791  by  February.  It 
has  backed  off,  to  the  mid-760s  re- 
cently. As  for  original  public  offer- 
ings, the  volume  boggles  the  mind. 
Over  $1  billion  will  be  raised  in  the 

nomas  P  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


body  align  themselves  with  the 
magnetic  field  and  then  a  burst  of 
radio  energy  is  applied,  causing  the 
molecules  to  "spin."  It  is  this  spin- 
ning effect  that  is  recorded,  creating 
pictures  we  have  never  seen  before 
of  the  interior  of  the  human  body. 
One  example:  The  brain  abnormali- 
ties caused  by  multiple  sclerosis 
may  never  have  been  seen  before  in 
a  living  human.  An  experimental 
NMR  machine  built  by  Diasonics 
shows  them  clearly. 

NMR,  unfortunately,  is  going  to 
be  as  expensive  as  it  is  good.  Each 
machine  may  sell  for  as  much  as  $2 
million,  and  Diasonics  is  one  of 
only  two  small  companies  in  the 
field.  The  rest  of  the  competition, 
when  it  comes,  will  be  from  the 
traditional  players  in  the  X-ray  busi- 
ness: General  Electric,  Johnson  & 
Johnson's  Technicare  division,  etc. 
With  FDA  approval  expected  this 
summer,  Diasonics  seems  to  have 
edged  ahead  in  NMR,  and  that  edge 
could  be  very  important  in  what  is 
certain  to  become  a  multibillion 
dollar  world  market. 

How  has  a  small  and  almost  un- 
known company  managed  to  move 
so  fast  in  so  many  different  direc- 
tions? Diasonics  is  not  your  typical 
Silicon  Valley  story.  It  has  grown  as 
much  through  adroit  acquisition  as 
through  internally  generated 
growth.  Part  of  the  new  NMR  tech- 
nology, for  example,  stems  from  a 
purchase  from  Pfizer.  The  European 
sales  and  service  subsidiary  comes 
from  another  acquisition  and  part  of 
the  company's  U.S.  distribution 
system  from  still  another. 

Diasonics,  from  its  start  five 
years  ago,  was  a  company  in  a  hurry, 
and  it  has  not  tripped  over  its  ego  in 
getting  where  it  wants  to  go.  If 
somebody  else's  technology  is  bet- 
ter, Diasonics  unabashedly  buys.  If 
a  sales  force  is  needed  in  Europe, 
Diasonics  doesn't  sweat  out  build- 
ing one.  It  buys  a  distributor. 

Purists  may  find  this  inelegant, 
but  I  think  Diasonics,  at  80  times 
last  year's  earnings,  may  turn  out  to 
be  a  better  buy  than  the  average 
high-tech  stock  at  one-third  that 
multiple — which,  by  the  way, 
doesn't  make  either  a  bargain. 

For  my  money,  the  caution  light 
is  blinking.  It  is  no  time  to  chase 
high-tech  stocks  and  new  issues 
into  the  stratosphere.  Look  for  qual- 
ity and  buy  on  weakness.  ■ 
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jet  Value  Line  Help  You  Identify 

100  TIMELY  STOCKS  TO  BUY 

°lus 400 stocks  that  should  be  avoided  for  now. 


o  make  your  portfolio  perform  well,  it's 
nportant  to  be  able  to  identify  the  most 
mely  stock  selections  and  to  be  able  to 
eed  out  any  "misfits."  You  should  also  be 
nmediately  aware  of  significant  changes  in 
ny  of  your  stocks.  That's  why  The  Value 
ine  Investment  Survey  every  week  of  the 
jar  ranks  1700  stocks — each  relative  to  all 
ie  others— for  Probable  Market  Perform- 
7ce  in  the  next  12  Months,  as  follows  (the 
alue  Line  rank  is  determined  mainly  by  one 
ock's  earnings  yield  and  growth  features 
ilative  to  all  1700  stocks): 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2 
(Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4 
(Below  Average) 

100  stocks  are  ranked  5  (Lowest) 
ote:  Not  every  stock  will  always  perform  in 
xordance  with  its  rank.  But  it  is  a  fact  that 
vorably  ranked  stocks,  as  a  group,  have 
Jtperformed  poorly  ranked  stocks  with 

markable  consistency  since  the  ranking 
•stem  was  introduced  in  1965. 

hile  past  performance  can  never 
jarantee  future  success,  this  record  of 
ore  than  17  years  of  successful  dis- 
imination  strongly  suggests  that  you  can 
t  the  investment  probabilities  in  your  favor 
'  using  the  Value  Line  ranks. 

>0  Top  Ranked  Stocks 

ie  ranks  are  designed  to  measure  prob- 
Jilities.  We  expect  lower-ranked  stocks  to 
)  up  less  in  a  rising  market— or  down  more 
a  market  drop— than  higher-ranked 
DCks.  And  conversely  .  .  . 
We  expect  the  100  stocks  ranked  1 
for  Performance  to  go  UP  MORE  or 
DOWN  LESS,  on  average,  than  the 
1600  others  within  the  12  months 
erectly  ahead. 


a)  Rank  for  Probable  Relative  Price 
Performance  in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5  (Low- 
est). 

b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
(100  stocks  offer  yields  of  10.2%  to12.5% 
Value  Line  Feb.  4,  1983). 

d)  Estimated  Appreciation  Potentiality  in 
the  Next  3  to  5  Years— showing  the  future 
"target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are 
in  the  140%  to  400%  range— Value  Line 
Feb.  4,  1983). 

In  addition,  each  of  the  1700  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months — including  22  series  of  vital  financial 
and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  into  the  future. 

Special  Offer 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next  10 
weeks  for  only  $37  (about  half  the  regular 
rate).  We  make  this  special  offer  because  we 
have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period  stay 
with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged 
our  long-term  subscribers  were  their 
number  smaller.  Your  trial  will  include  all  of 
the  following: 

EVERY  WEEK  a  new  SUMMARY  & 
INDEX  section  (40  pages)  . . .  showing 
the  current  ratings  of  1700  stocks  for  future 
Price  Performance  and  Safety— together 
with  their  Estimated  Yields  and  the  latest 
earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages)  . .  .with 


full-page  analyses  of  about  130  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1700 
stocks,  replacing  and  updating  the  previous 
reports  which  will  be  sent  to  you  as  a  bonus, 
as  stated  below.  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quick- 
ly turn  to  a  continually  updated  report  on 
almost  any  leading  stock. 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  . .  .  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock — plus  a  wealth  of  investment  back- 
ground including  the  Value  Line  Composite 
Average  of  more  than  1700  stocks. 

Plus  This  Bonus  .  .  .  Value  Line's 
Complete  2000-page  Investors  Reference 
Service,  with  our  latest  full-page  reports  on 
all  stocks  under  review — fully  indexed  for 
your  immediate  reference— to  be  updated 
by  new  reports  sent  weekly. 

And  This  Bonus,  Too  ...  the  72-page 
booklet,  "A  Subscriber's  Guide,"  which  ex- 
plains how  even  inexperienced  investors 
can  apply  thousands  of  hours  of  profession- 
al research  to  their  own  portfolios  by  focus- 
ing on  only  two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  next  12 
months),  the  other  for  Safety. 

Money-Back  Guarantee 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  invest- 
ments. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today  or 
CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey  Department :2i6mh 

Arnold  Bernhard  &  Co.,  Inc.  711  Third  Ave.,  New  York,  N.Y.  10017 
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investment  information.  Just  a  few  of  I 

iam  are  AYDIN  CORP.,  MANOR  CARE,  I 
JLTE   HOME,   SIMMONDS   PRECISION,  INTRODUCTORY  OFFER  □  My  payment  is  enclosed.  □  Please  charge  to 
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Property  Strategies 


There  are  lots  of  components  to  any  real 
estate  transaction.  And  price  is  not 
necessarily  the  most  important. 

WHEN  LESS  IS  MORE 


By  Stephen  E.  Roulac 


There's  an  old  adage  in  real  estate 
that  was  never  more  pertinent  than 
it  is  today:  Terms  are  as  important  as 
price.  Grasp  this  concept  firmly  be- 
fore you  buy  or  sell.  What  it  means 
is  that  the  highest  price  isn't  neces- 
sarily the  best  price.  Less  can  be 
more.  And  vice  versa.  Experienced 
real  estate  people  apply  this  analy- 
sis every  day.  Neophytes  often  do 
not  understand  it. 

A  look  at  how  one  deal  was 
structured  last  year  will  show  you 
what  I  mean:  A  seller  with  a  prime 
downtown  condominium  was  ask- 
ing $292,500.  As  an  added  induce- 
ment, his  unit  had  an  assumable 
mortgage  for  $124,000  at  11%.  His 
buyer  offered  only  $250,000— 
$126,000  in  cash  and  assumption 
of  the  mortgage,  with  closing  and 
transfer  of  occupancy  at  the  seller's 
discretion. 

That  appeared  to  be  $42,500  less 
than  what  the  seller  saw  as  a 
"slightly-below-the-market"  ask- 
ing price.  With  both  parties  ada- 
mant, it  looked  like  no  deal.  The 
seller  thought  the  problem  through 
after  learning  a  key  piece  of  infor- 
mation. The  buyer  was  a  wealthy 
businessman  who  hoped  in  a  few 
years  to  move  to  the  city  from  his 


Stephen  R  Roulac  is  chairman  of  National 
Management  Advisory  Smices,  a  division  of 
Kenneth  Leventhal  &  Co.,  a  national  CPA 
fiim  specializing  in  real  estate  and  financial 
sen  ices. 


suburban  home.  His  family  was  less 
than  enthralled  by  the  idea,  so  he 
thought  that  buying  his  city  resi- 
dence ahead  of  schedule  might  al- 
low an  easier  transition.  In  fact,  he 
planned  to  rent  the  property  before 
moving  in. 

Then  outlines  of  a  possible  deal 
began  to  emerge.  The  seller  liked 
his  condominium  but  needed  equi- 
ty from  the  property  to  reduce 
prime-plus  loans  taken  out  to  fi- 
nance his  expanding  business.  For  a 
place  to  live,  he  was  planning  to 
rent  for  a  brief  period  and  buy  a  new 
residence  within  two  years  to  avoid 
capital  gains  taxes.  Additionally,  he 
could  use  the  cash  in  his  business. 

Most  important,  time  was  money 
for  the  seller.  He  thought  he  could 
get  his  asking  price  if  he  waited. 
But  he  was  carrying  a  $100,000  per- 
sonal loan,  with  the  bank's  taking  a 
second-mortgage  lien  at  3  points 
over  the  then  21%  prime — or  2% 
per  month  carrying  cost.  The  sell- 
er's monthly  costs  associated  with 
the  housing  were: 
First-mortgage  debt  service  $1,150 
Interest  on  bank  loan  2,000 
Association  fees  300 
Property  tax  and  insurance  250 
Total  monthly  cost  $3,700 

The  seller  reflected  that  he  still 
needed  a  place  to  live;  but  he  didn't 
want  to  sacrifice  the  $42,500  short- 
fall between  the  offering  price  and 
the  asking  price.  By  concentrating 
on  terms  rather  than  on  price,  the 
seller  found  a  solution. 

His  prospective  buyer  had  no  im- 
mediate need  to  occupy  the  condo- 
minium, and  there  would  be  costs, 
aggravation  and  risk  of  damage  in 
renting  the  unit.  Maximizing  rental 
income  would  be  of  little  concern, 
since  the  buyer  was  in  a  50%  tax 
bracket.  Who  would  be  a  better  ten- 
ant than  the  former  owner? 

The  seller  accepted  the  buyer's 


MONEY  &  INVESTMENTS 


offer,  with  this  modification.  In 
return  for  an  immediate  close,  he 
wanted  the  right  to  rent  the  prop- 
erty for  20  months  at  $400  per 
month.  After  a  little  thought,  the 
seller  accepted.  Sure,  he  had  fig- 
ured on  renting  the  apartment  for 
$1,200  rather  than  $400.  But  the 
bottom-line  difference  was  only 
$5,000  over  the  two  years,  allow- 
ing for  tax  savings,  leasing  costs 
and  a  vacancy  factor.  Then,  too, 
he  avoided  completely  the  aggra- 
vation of  finding  a  suitable  short- 
term  tenant. 

What  about  the  seller?  He  accept- 
ed an  offer  $42,500  below  his  asking 
price,  but  in  the  end  he  received  the 
equivalent  of  $6,000  more  than  his 
asking  price.  Here's  how  the  num- 
bers add  up: 

1)  By  staying  in  his  residence,  the 
seller  saved  moving  costs  of  $2,000. 

2)  The  discounted  rent — 20 
months  at  $800  savings  per 
month — was  worth  $16,000. 

3)  The  immediate  deal  eliminat- 
ed perhaps  five  months  of  hous- 
ing-related carrying  costs.  After 
all,  the  seller  thought  it  would 
take  that  long  to  find  and  close 
with  another  buyer.  Total  savings: 
$14,500 — based  on  net  monthly 
costs  of  $2,900  ($3,700  less  $800 
rent  discount). 

4)  Finally,  the  all-cash  terms 
saved  the  seller  a  $13,500  "cre- 
ative financing"  discount  that  he 
was  resigned  to  incurring.  For  an- 
other buyer  he  was  resigned  to 
taking  back  $75,000  of  "paper"  for 
three  years  at  an  interest  rate  6% 
below  the  market. 

Although  knowledgeable  about 
present  value  implications  in  mea- 
suring the  worth  of  the  deal,  the 
seller  concluded  any  timing  delay 
in  the  realization  of  the  benefits  of 
the  deal  were  offset  by  the  assur- 
ance of  a  known  transaction  and 
the  avoidance  of  the  uncertainty 
that  accompanies  any  "to  be 
done"  proposition. 

In  short,  by  accepting  less  than 
his  asking  price,  the  seller  ended  up 
with  more  than  his  asking  price. 
This  involves  neither  creative  fi- 
nancing nor  financial  legerdemain. 
It  is  simply  good  deal  making.  In- 
stead of  being  rigid  about  price,  the 
seller  thought  creatively  and  struc- 
tured a  transaction  that  made  sense 
for  both  parties.  Not  surprisingly, 
both  came  out  ahead.  ■ 
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REAL  ESTATE 

BUSINESS  OPPORTUNITIES          BUSINESS  CONNECTIONS 

INVESTMENTS 

MONTANA 
RANCH 

Breathtaking  4, (XX)  acre  deeded  ranch 
at  the  head  of  the  Shields  River — Easy 
access  from  Bozeman  or  Livingston 
2Vi  miles  of  fly  fishing  river  pass 
through  over  1,000  acres  of  mountain 
meadows  framed  by  lush  forests  with 
lowering  K).(KX)  foot  peaks  as  the  back- 
drop. Price  has  been  reduced  and  terms 
arc  offered.  This  summer  home  for  500 
cows  is  indescribably  beautiful. 
Contact  exclusive  agents  for  sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings.  Montana  59103 
(406)  252-2155 


HUTCHINSON  ISLAND, 
FLORIDA 
Fairwinds  Cove 

At  the  Water's  Edge . . .  Gracious 
two  bdrm./two  bath  condominium 
residences  on  the  beautiful  Indian 
River.  Planned  boat  slips,  secure 
and  protected.  In  the  $100,000 
range. 

ProMark  Realty,  Inc.,  Li- 
censed Real  Estate  Broker, 
433  E.  Ocean  Blvd.,  Stuart, 
FL.  33494  Site  Sales  Office: 
(305)  225-1313. 
Prices  subject  to  change  Offer  void 
where  prohibited 


FREE  CATALOG 

Big  Free  SPRING  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

61 2- Y  W.  47th  Street 
KansaCity.  MO  64112 


LAND  WANTED 


INVESTOR  WANTS  LAND 

A  scenic  working  ranch  or  timber- 
land.  Not  less  than  10.000  acres. 
Will  buy  for  cash  or  terms  as  re- 
quired. _ 

4         Box  A247  Forbes 
60  Fifth  Avenue 
New  York.  N.Y.  10011 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
All  price  ranges  available. 
Call  collect. 

Energy  &  Related  Businesses. 
Manufacturing 
Retail  &  Wholesale 

(non-durable  goods) 
Business  Services 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339,  Dept  F.  Co  Spgs  CO  80934 
(303)  630-8188.  Ext  14 
No  fee  lo  buyer  involved 


TECHNOLOGY/INVENTION 
NEW  PRODUCT  EXPO 

Be  a  part  of  America's  leading  technology, 
invention,  new  product  expo.  Pittsburgh, 
PA,  May  17-20,  1983.  Exhibit  or  attend 
seminars:  Robotics.  CAD/CAM,  Technol- 
ogy Marketing,  Venture  Capital  .  Write: 
TECH/INPEX,  Box  FORB,  701  Smith- 
field.  Suite  400.  Pittsburgh.  PA  15222,  or 
call  (412)  288-1344 


SPORTS  MEDICINE 

Regional  directors  now  being  selected  for 
sportscare  centers.  We  are  building  a 
national  network  of  sports  medicine  clinics. 
Capitalize  on  the  recreation  boom  in 
America.  If  you  have  $100,000— call  to- 
dav.  We  provide  a  base  income. 
Call  Mike  (602)  991-2990 
Att:  Mike,  9832  North  Hayden  Road. 
Suite  106,  Scottsdale,  Arizona  85258 


CONSULTING 


BUSINESS  VALUATIONS 

For  Taxes.  Litigation,  ESOP,  Sale 
Comp  Plans.  Consult  to  Law, 
Business,  Gov't.  Tax  Authorities 

Expert  Court  Testimony 
AMBROSE/MANAGEMENT 
ADVISORS,  INC. 
1200  Lincoln  #410,  Denver,  CO  80203 
303/571-0111 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  inquiry  Invited 
Write  Box  A248  Forbes 
60  Fifth  Avenue 
New  York.  NY  10011 


FREE  SAMPLE  COPY 

of  Larry  Taylor's  monthly  INVES' 
MENT  ANALYZER  —Ten  year  traj 
record  has  averaged  18%  per  year 
turn  on  investment  for  stocks  Write 
INVESTMENT  ANALYSIS  CO.,  || 
Milstead  Rd  .  Newport  News. 
23606.  or  call  Mary  Lee 
(804)  595-7119 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  accepted 
at  the  discretion  of  the  Publisher.  Line  rate  is  $31 .35.  Minimum 
size  ad  is  one  inch  (14  agate  lines)  costing  $439.00.  FORBES 
will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is  $30.80. 
Minimum  size  for  display  of  two  inches  (28  agate  lines)  costing 
$860.00.  Must  be  submitted  as  film  negative  or  camera-ready 
mechanical  to  size.  For  specific  requirements  send  for  order 
form. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  one  month  preceding  date  of 
issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


★  200,048  serve  on 
their  companies' 
board  of  directors 


*  260,140  serve  on 
boards  of  one  or 
more  companies 


★  683,200  own 
securities.  Average 
value:  $615,240 


★  Total  paid  circula- 
tion: 700,000 


★  329,000  are  in  top 
management  positions 


*  Average  household 
income:  $124,060 


*  Average  Net  worth: 
$915,313 


Forbes 


:OURSES  SEMINARS 
RAINING  PROGRAMS 


TRAVEL 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


\W STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
lify  for  California  Bar  Exam, 
lone  Toll  Free  800-423-4530 
residents  phone  800-362-7052 
UTHLAND  UNIVERSITY 
:pt.  21B  35  N.  Craig  Ave. 
.     Pasadena.  CA  91107 


CELLANEOUS  FOR  SALE 


NUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog 
Satisfaction  guaranteed! 
iber  Jewelers  Board  of  Trade 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
EENVILLE,  KENTUCKY  42345 
FREE  SERVICE  1-800-626-8352 


VISIT 
SRI  LANKA 


Sri  Lankans  are  waiting  to  show  you 
their  2.500  year  old  culaire.witli  majes- 
tic shrines  &  palaces,  uncrowded  palm- 
fringed  beaches,  wild-life  parks,  spice 
and  tea  gardens,  exquisite  gems  (at 
bargain  prices)  as  well  as  fine  hotels 
and  cuisine. 

Nowhere  else  can  you  find  such  a  fas- 
cinating blend  of  history  culture,  sheer 
beauty  and  friendly  people 
Vbu  know  us  as  Ceylon,  now  get  to 
know  us  better  Write  for  colorful  bro- 
chures 

Ceylon  (Sri  Lanka)  Tourist  Board 

609  Fifth  Ave.,  Suite  308-F 
NYC  10017/(  212 )  935-0369 


Slampied  Mail,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd  ,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  fmin  order  150  units) 
HAMPTON  HALL  LTD.,  220  5th  Ave.,  Suite  903-04,  N.Y.,  N.Y.  10001    (212)  685-2440 

Dept.  FB4 


BOOKS  ON  TAPE 

FREE  CATALOG 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

check  with  your  name  and 
address  to: 
CSSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 


Forbes: 
apitalist 

Toof 

IE  OUT  OF  EVERY  5 
BES  SUBSCRIBERS 
5  A  MILLIONAIRE 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy.  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12)  Pans  pickup  HORI- 
ZON, 215  N  75th,  Belleville,  IL 
62223,  800-851-3448 


Hideaways 
Guide. 


The  Picturebook 
of  Secret  Escapes 

World  Wide  listings  ol  vacation  homes 
lor  rent,  exchange  S  sale 
Also  yacht  charters  &  country  inns 
call  617  369  0252  now! 

or  write  POB  1459  F  Concord.  MA  01742 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LEARN  SPANISH  FAST! 

Easy  Steps  To  Spoken  Spanish  teaches 
practical  Spanish  in  far  less  time  than 
possible  BY  ANY  OTHER  METHOD. 
AT  LAST-AN  EASY  WAY 

For  complete  details  write  to 
MAYTEXT.  Dept.  10-D.  Box  2497. 
Riviera.  AZ  86442 


PUBLICATIONS 


#904  How  to  Write  a  BUSINESS  PLAN  That  Rates 
an  Eleven  (on  a  Scale  ol  1  to  10)  Four  one-hour 
cassettes  edited  from  a  live  seminar  How  to  put  the 
Irosting  on  the  cake  $65.00 
#905  How  to  Prepare  and  Present  a  BUSINESS 
PLAN  1983.  Hard  cover,  400  pages  Contains  three 
actual  business  plans  $20  00 

#906  Both  #904  and  #905  575.00 
THE  CENTER  FOR  ENTREPRENEURS  MANAGEMENT 
83  Spring  Street.  New  York.  N  Y  10012  (212)  925-7304 


THE  MEDALLION  WATCH 
A  WORK  OF  ART 

Quartz  movement      a  touch 
of  class  .     The  look  ol  Gold 
By  the  Master  Engravers 
art  the  Bull  &  Bear  is  hand- 
somely reproduced  in  stun- 
ning detail  and  dimension 
After  striking  a  lustrous  gold 
finish  is  applied  to  the  dial 
Crown  is  a  gen  Black  Sap- 
phire Lizard  leather  strap. 
Battery  oprated  .  One  year 
guaranty 

No  BB8L  '1  Ladies; 
No.  BB8274  Men  s 
$225  each.  $3  00 
Shpng   ea  ;  NY 
Del  Add  Sales  Tax 
Charge  it!  Visa  &  Master 
Charge  accepted  FREE 
COLOR    CATALOG  WITH 
LARGEST  SELECTION  WALL 
STREET  GIFT  ITEMS  AVAIL- 
ABLE 

ARNOLD  GROSSMAN 

CO.,  INC. 
17  N.  Bleeker  St. 
Mt.  Vernon.  N  Y.  10550 
914-668-7451 

F483 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


ixty  years  ago  in  Forbes 

mom  the  issue  of  April  14,  1923) 

ijflie  leading  textile  interests  in  New 

j  igland,  including  American  Woolen 
|o.,  Amoskeag  Manufacturing  Co. 
Bid  Arlington  Mills  of  Lawrence, 
glass.,  as  well  as  some  of  the  large 
aills  in  the  South,  announced  wage 
alvances  ranging  from  10%  to 
|l'/2%.  .  .  .  This  latest  increase  will  in 
Lost  districts  bring  the  wage  level  to 
l  ithin  2%  of  the  wartime  peak." 

iln  its  official  publication,  Informa- 

pri,  the  Pennsylvania  Railroad  makes 
it  plain  that  George  M.  Pullman  was 
rot  the  introducer  of  the  sleeping  car 
n  the  traveling  public.  Pullman's  first 
Mr  was  put  in  service  in  1863.  Way 
,ack  in  1837  a  sleeping  car  was  used 
In  the  Cumberland  Valley  Railroad.  It 
fras  built  in  Philadelphia.  .  .  . 
\  "The  father  of  Col.  M.C.  Kennedy, 
lice  president  of  the  Pennsylvania 
.ailroad,  was  president  of  the  Cum- 
ierland  Valley  Railroad  at  the  time, 
rid  to  him,  perhaps,  should  go  the 
j.tle  of  'Father  of  the  Sleeping  Car.'  " 

iFor  many  who  have  lived  with  it,  the 
liotor  car  industry  stands  as  some- 
itiing  bigger  and  more  momentous 
pan  organized  engineering,  produc- 
ion  and  selling  of  a  new  commodity. 
[  ne  commodity  is  not  new  anymore; 
It  is  universally  adopted.  But  the 
iense  of  something  better  than  mate- 
ial  progress  in  the  movement  re- 
inains  as  strong  as  ever. 
t  "The  phenomenal  advance  of  the 
pdustry  in  this  country  seems  to  be 
ess  the  natural  result  of  broadly  dis- 
ributed  purchasing  capacity  in  our 
:arge  nation  than  the  fruit  of  a  myste- 
ious  kinship  between  the  automobile 
nd  the  spiritual  character  and  habits 
»f  our  population." 


rifty  years  ago 

April  15,  1933) 

'The  end  of  the  sixth  week  since  its 
idvent  to  power  finds  the  new  Ad- 
ministration's ambitious  legislative 
>rogram  well  on  the  road  toward  ful- 
illment.  From  the  almost  bewilder- 
ng  number  of  new  laws,  proposed 
aws,  amendments,  etc.,  the  following 
progress  and  results  may  be  recorded. 

"Banking.  The  reorganization,  re- 
opening or  liquidation  of  banks  that 
'emained  closed  when  the  banking 


In  six  weeks  FDR  changed  the  U.S.  forever 


holiday  ended  is  still  one  of  the  most 
important  problems  confronting  the 
government.  Total  amount  tied  up  in 
closed  banks  is  between  $3  billion  and 
$4  billion  

"Unemployment.  The  Senate 
passed  the  [Senator  Hugo]  Black  30- 
hour-a-week  bill.  The  measure  would 
limit  employment  to  not  more  than 
five  days  a  week  and  not  more  than 
six  hours  a  day  in  'any  mine,  quarry, 
mill,  cannery,  workshop,  factory  or 
manufacturing  establishment,'  the 
products  of  which  move  in  interstate 
or  foreign  commerce.  The  bill,  de- 
clared by  many  to  be  unconstitution- 
al, has  a  two-year  limitation.  .  .  . 

"Farm  Relief.  The  farm  relief  bill  is 
still  pending  in  the  Senate,  but  it  is 
generally  conceded  that  the  measure 
will  soon  be  passed  as  proposed  by  the 
President.  Tacked  on  to  the  farm  relief 
bill  is  a  far-reaching  plan  for  refinanc- 
ing farm  mortgages  in  a  way  to  make 
the  indebtedness  conform  more  nearly 
to  present  commodity  prices.  .  .  . 

"Prohibition.  Beer  of  3.2%  alcohol- 
ic content  became  legal  under  federal 
statutes  on  Apr.  7.  The  repeal  of  the 
18th  Amendment  awaits  action  by 
the  states.  Michigan  has  the  honor  of 
being  the  first  state  to  vote  for  repeal. 
Wisconsin  was  second.  In  25  states 
the  machinery  for  action  on  repeal  has 
been  set  in  motion. 

"Securities.  To  the  ancient  rule  of 
caveat  emptor  the  further  doctrine  'Let 
the  seller  also  beware'  has  been  added 
in  a  bill  proposed  by  President  Roose- 
velt. It  forbids  the  sale  or  advertise- 
ment of  securities  until  information 
has  been  filed  with  the  Federal  Trade 
Commission.  .  .  ." 

This  burst  of  activity  after  the  long 


Edited  by  Dero  A.  Saunders 


Depression  so  cheered  the  nation  that 
Roosevelt  got  nearly  half  a  million 
letters  of  advice  within  days  of  his 
inauguration.  Nor  did  the  pace  slack- 
en. Besides  the  imposing  list  above, 
the  items  already  tackled  or  in  the 
works  included  cutting  traditional 
government  spending,  forming  the  Ci- 
vilian Conservation  Corps,  regulating 
public  utilities  and  the  stock  and  com- 
modity exchanges,  easing  the  home 
mortgage  burden,  quitting  the  gold 
standard  and  reshaping  U.S.  relation- 
ships to  the  rest  of  the  world  economy. 
It  was,  as  one  New  Dealer  exulted,  "a 
time  of  rebirth  after  a  dark  age." 


Twenty -five  years  ago 

(April  15,  1958) 

"Forbes  has  received  quite  a  fair 
number  of  letters  commenting  on  the 
editorial  'Isolationism's  Other  Face' 
(Fact  and  Comment,  Mar.  15,  1958)  in 
which  this  magazine  urged  an  exten- 
sion of  the  Reciprocal  Trade  Program. 
Almost  without  exception  the  letters 
opposed  our  stand.  .  .  . 

"I  am  certain  that  a  vast  majority  of 
Americans  want  to  see  our  foreign 
trade  flourish.  .  .  .  But  the  one-sided- 
ness  of  our  mail  on  this  subject  does 
underscore  one  point.  It  is  that  the 
protectionist  pressure  groups  are  vehe- 
ment and  well-organized  while  the 
free  trade  majority  is  not." 

— Malcolm  S.  Forbes 

"In  the  face  of  the  small  but  juicy 
bite  that  European  autos  have  been 
taking  from  a  shrinking  U.S.  market, 
Ford  Motor  Co.'s  Henry  Ford  II  has 
one  consolation:  One  of  the  prime 
gainers  will  be  Ford's  own  offspring, 
Britain's  Ford  Motor  Co.  Ltd.  Sir  Pat- 
rick Hennessy,  chairman  of  Dagen- 
ham,  England's  Ford  company,  was 
roaring  through  the  gears  on  his  way 
to  what  looked  like  a  surefire,  best- 
ever  40,000-car  year  for  English  Ford 
in  the  U.S  " 


This  English  Ford  was  a  hot  U.S.  seller 
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True  enjoyment  comes  from 
activity  of  the  mind  and 
exercise  of  the  body;  the 
two  arc  united. 
Alexander  Humboldt 


Only  in  a  quiet  mind  is 
adequate  perception  of 
the  world. 
Hans  Margolius 


Worry  compounds  the  futility 
of  being  trapped  on  a  dead- 
end street.  Thinking  opens 
new  avenues. 

CULLEN  HlGHTOWER 


Each  of  us  needs  time  for 
mental  self-renewal. 
Whitt  N.  Schultz 


The  mind,  like  the  body, 
is  subject  to  be  hurt 
by  everything  it  taketh 
for  a  remedy. 
George  Savile 


Some  degree  of  abuse  is 
inseparable  from  the  proper 
use  of  everything. 
James  Madison 


A  Text . . . 

But  the  path  of  the  just 
is  as  the  shining  light, 
that  shineth  more  and  more 
unto  the  perfect  day. 
Proverbs  4:18 


Sent  in  by  Gary  Copeland,  Eldorado,  Okla. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


People  who  cannot  find  time 
for  recreation  are  obliged 
sooner  or  later  to  find  time 
for  illness. 
John  Wanamaker 


Thoughts 

on  the  Business  of  Life 


"  The  man  who  works  52  weeks  in 
the  year  does  not  do  his  best 
in  any  one  week  of  the  year," 
Daniel  Guggenheim,  onetime 
head  of  the  greatest  smelting 
and  mining  family  in  America, 
impressed  upon  me.  Real 
recreation  quickens  aspiration. 
The  true  purpose  of  recreation 
is  not  merely  to  amuse,  not 
merely  to  afford  pleasure, 
not  merely  to  "kill  time, " 
but  to  increase  our  fitness, 
enhance  our  usefulness,  spur 
achievement. 
B.C.  Forbes 


The  mass  of  men  lead 
lives  of  quiet  desperation. 
Henry  David  Thoreau 


Rest  and  motion,  unrelieved 
and  unchecked,  are  equally 
destructive. 
Benjamin  Cardozo 


All  intellectual  improvement 
arises  from  leisure. 
Samuel  Johnson 


To  be  able  to  fill  leisure 
intelligently  is  the  last 
product  of  a  civilization. 
Bertrand  Russell 


The  great  felicity  of  life 

is  to  be  without  perturbations. 

Seneca 


Afore  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  NY. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Work  is  the  best  method 
devised  for  killing  time. 
William  Feather 


When  people  are  bored,  it 
is  primarily  with  their  own 
selves  that  they  are  bored. 
Eric  Hoffer 


The  pessimist's  fault  is  that 
he  is  not  gay  enough  himself 
to  realize  that  the  only  lasting 
fun  in  life  comes  from  what 
we  may  contribute  to  it. 
Wilfred  T.  Grenfell 


Optimism  is  a  kind  of  heart 
stimulus — the  digitalis 
of  failure. 
Elbert  Hubbard 


Humor  purges  the  blood, 
making  the  body  young, 
lively,  and  fit  for  any 
manner  of  employment. 
Robert  Burton 


It  is  not  true  that  suffering 
ennobles  the  character;  happiness 
does  that  sometimes,  but 
suffering  for  the  most  part 
makes  men  petty  and  vindictive. 
Somerset  Maugham 


Self-denial  is  simply  a 
method  by  which  man 
arrests  his  progress. 
Oscar  Wilde 


The  person  who  can  laugh 
with  life  has  developed 
deep  roots  with  confidence 
and  faith — faith  in  oneself, 
in  people  and  in  the  world, 
as  contrasted  to  negative 
ideas  with  distrust  and 
discouragement. 
Democritus 


The  test  of  an  enjoyment  is 
the  remembrance  which  it 
leaves  behind. 
Logan  Pearsall  Smith 
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What's  the 
trick  to  success 
in  selling? 


There  is  no  trick  to  successful  selling.  To  make  the  most  of  your  time  and 
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arerit  very  big. 


Dalamaster 


Small  Systems  from  IBM. 

In  business,  it's  often  the  little 
things  that  count.  And  you  can 
count  on  IBM  for  a  lot  of  them. 

That  is,  we  make  a  wide  range 
of  low-cost,  easy-to-use  small 
computers  to  help  businesses  of  all 
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How  many  you  need  to  fill  existing 
orders.  Where  to  ship  and  when. 

If  you  want  to  improve  customer 


service,  we're  at  your  service. 
With  small  systems  that  help  your 
sales  force  match  orders  to  inven- 
tory, figure  a  price  and  guarantee 
a  delivery  date.  (All  of  which 
helps  guarantee  a  sale.) 

IBM  small  systems  can  help 
your  marketing  manager  make  price 
changes  quickly.  And  your  billing 
department  improve  cash  flow  by 
invoicing  customers  more  efficiently. 

When  you  write  your  customers, 
you  can  get  letters  and  reports  out 
faster. 

But  that's  just 
the  beginning. 
IBM  has  office 


Personal 
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administrative  systems  that  take 
the  work  out  of  paperwork.  As  well 
as  distributed  systems  that  sim- 
plify and  speed  up  the  proeess  of 
sending  information  baek  and 
forth  between  several  locations. 

The  point  is,  whatever  your 
problem --sales  forecasting  and 
analysis,  billing,  payroll,  job  esti- 
mating, order  processing, 
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production  control,  and  even 
energy  management — it's  no  prob 
lemfor  IBM. 

We  have  the 
right  small  sys- 
tem for  the  right 
job.  And  an 
IBM  pro- 
fessional to 
recommend  the 
one  best  for  you 

What's  more, 
our  small  systems 
are  designed  to  be  Dispiaywriter 


easy  to  learn  and  use.  So  you  can 
put  them  to  work  quickly. 

As  your  business  grows,  so  can 
your  IBM  system  with  more  stor- 
age capacity,  work  stations, 
printers  and  communication  lines. 

IBM  Small  Systems  come 
with  a  special  feature.  IBM. 

IBM  small  systems  come  with  a 
lot  of  excellent  features.  But  the 
best  feature  of  all  is  that  they  come 
from  IBM.  Which  means  you  can 
get  IBM  education,  service  and 
support. 

For  further  information  on 
IBM  small  com- 
puters for  your  busi- 
ness, call  your 
local  representa- 
tive or  IBM's  toll- 
free  number  below. 
We'll  show  you 
that  an  idea  doesn't 
have  to  be  big  to    ===  = 
be  great.  ^^J?=, 


Call  IBM  Direct  1  800  631-5582  Ext.  7.  In  I  lawaii/Alaska  1 800  526-2484  Ext.  7. 
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Anathematizing  Adam  Smith 

How  many  divisions  docs  the  Pope  have?  Sta- 
lin's successors,  struggling  to  hold  Poland  in 
line,  realize  by  now  that  the  Pontiff  has  the 
moral  equivalent  of  quite  a  few.  But  not  only 
Communist  totalitarian  and  Latin  American 
plutocrats  are  feeling  the  lash  of  the  Church's 
criticism  ihese  days  So  are  American  busi- 
nessmen who  find  their  basic  values  under 
sometimes  shaip  attack  from  the  pulpit,  Prot- 
estant as  well  as  Catholic.  But  wc  wondered: 
Does  the  Catholic  Church  understand  eco- 
nomics? (indeed,  do  some  of  the  more  liberal 
Protestant  clergymen?)  Our  Michael  Cieply  interviews  a  prominent 
Catholic  economist  and  finds  a  sometimes  touching,  frequently 
fuzzy  minded  view  of  the  world  informing  the  Church's  increasing 
pronouncements  on  social  reality.  Theology  meets  economics  in  this 
issue  of  Forbes,  starting  on  page  50. 

New  world  aborning 

Forbes  has  been  preaching  for  some  time  now  that  the  nation  is  not  so 
much  in  the  grip  of  an  economic  crisis  as  it  is  in  the  midst  of  one  of 
those  exciting  but  frightening  periods  when  the  world  is  swept  by 
what  the  late  great  Joseph  Schurnpeter  called  "waves  of  creative 
destruction."  The  emphasis  is  on  the  word  "creative."  Steel  and  autos 
may  be  shrinking,  but  computers  and  communications  are  exploding, 
and  the  service  jobs  replacing  the  manufacturing  jobs  are  often  better 
than  the  ones  they  replace,  hi  this  context,  you  will  understand  our 
delight  when  we  saw  the  manuscript  of  Tom  Murphy's  column  in  this 
issue.  Our  Venture  Capital  writer  interviews  Tommy  Davis,  the  dean 
of  venture  capitalists,  who  explains  that  the  current  boom  in  venture 
capital  isn't  just  a  speculative  bubble  but  part  of  a  wave  of  "creative 
destruction"  that  is  creating  a  world  where  knowledge,  communica- 
tions and  services  are  more  vital  than  steel  and  copper  and  fossil  fuels. 
Sample  quote:  "The  fortunes  of  the  past  were  made  by  stringing  steel 
rails  across  the  country  or  digging  holes  in  the  ground  for  minerals  or 
oil.  I  came  to  believe  that  the  fortunes  of  my  generation  would  come 
out  of  men's  minds."  The  interview  is  on  page  200.  Read  it  and 
understand  why  we  at  Forbes  remain  steadfastly  bullish  on  America. 

Who  audits  the  auditors? 

Our  Richard  Stern  is  one  of  the  best  investigative  reporters  in  the 
business.  In  the  past  year  alone  Dick  has  been  way  ahead  of  the  rest  of 
the  media  in  getting  the  lowdown  on  such  characters  as  Robert 
Brennan  of  First  Jersey  Securities  and  Stanley  Lurie  of  Saxon  Indus- 
tries. He  also  blew  the  whistle  on  the  questionable  goings-on  at 
Baldwin-United  at  a  time  when  much  of  the  media  still  regarded 
Morley  Thompson  as  a  miracle  man.  This  issue  Dick  sniffs  around 
some  smelly  doings  at  Fox  &.  Co.,  one  of  our  large  public  auditing 
firms.  Was  it  just  an  accident  that  Fox  audited  the  books  of  such 
companies  as  Saxon  Industries,  Flight  Transportation  and  O.P.M. 
Leasing,  swindles  all?  Dick  raises  another  question,  an  explosive  one 
for  Wall  Street.  It  is  this:  Can  investment  bankers  claim  due  diligence 
in  securities  offerings  if  they  rely  on  the  word  of  public  accounting 
firms,  which  later  turn  out  to  be  wrong  or  worse?  All  this  and  more  is 
in  "In  whom  do  we  trust?"  which  begins  on  page  38. 
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There  is  a  standard  of  excellence 
at  every  Trusthouse  Forte  Exclusive  Hotel 
that  is  simply  staggering. 


Admittedly,  it's  an  old-world  standard,  symbolized  by  the  centuries  old  emblem  of  hospitality  shown  here. 

But  then,  our  managers  are  European-trained,  steeped  in  the  elegance  of  our  great  THF  hotels  abroad: 
the  Plaza  Athenee  in  Paris,  Brown's  Hotel  in  London,  the  Hotel  des  Bergues  in  Geneva,  the  Ritz  in  Madrid. 
You'll  find  our  managers  easy  to  recognize.  They  wear  our  hart  on  their  lapels. 


TRUSTHOUSE  FORTE 


EXCLUSIVE  HOTELS 


THE  PAVILLON 

sT-      ,  Miami 

ra({^r(mmid  305-577-1000 


THE  kinq 

HEDWATO 


New  York  ^— 
212-535-2000 


FOR  TOLL-FREE  RESERVATIONS  CALL:  800-223-5672.  IN  CANADA,  800-268-9761. 


Trends 


Into  the  pool,  everyone 

Car  pools  and  other  company  trans- 
portation programs  are  gaining  in  pop- 
ularity regardless  of  dipping  gasoline 
prices,  according  to  a  new  report  by 
Nathan  Weber,  a  city  planner  work- 
ing for  New  York's  Conference  Board. 
Surveying  238  companies,  he  found 
that  68%  promote  and  administer  car 
pools,  57%  operate  van  pools,  29% 
subsidize  employees'  mass  transit 
fares  and  9%  run  charter  or  subscrip- 
tion buses.  Also,  he  reports,  one  com- 
pany in  eight  was  providing  manage- 
ment aid  to  local  transit  agencies.  We- 
ber predicts  these  programs  will 
expand  because,  he  says,  fewer 
Americans  can  afford  the  high  cost  of 
driving  to  work.  (The  median  age  of 
the  107  million  cars  on  America's 
roads  last  year  was  6.2  years,  accord- 
ing to  a  report  compiled  by  Detroit's 
R.L.  Polk.)  While  company  car  pool- 
ing programs  began  as  energy-saving 
employee  benefits,  they  were  also 
aimed  at  solving  air  pollution,  traffic 
and  parking  problems,  the  Conference 
Board  says.  Workers  come  out  ahead, 
says  the  report,  and  companies  recov- 
er much  of  their  cost  through  cash 
fares,  payroll  deductions,  depreciation 
and  tax  credits. 


Who's  happy  now? 

Despite  conventional  wisdom,  Amer- 
ican workers  are  more  satisfied  with 
their  work  than  their  Japanese  coun- 
terparts, says  a  study  of  3,549  U.S. 
workers  and  3,638  Japanese  by  re- 
searchers at  Indiana  University.  The 
study  matched  workers  in  the  trans- 
portation equipment,  electrical  ma- 
chinery, food,  chemical,  printing  and 
publishing,  prefabricated  metals  and 
nonelectrical  machinery  industries. 
"Recent  commentary  saying  the  Japa- 
nese workers  had  higher  morale,  were 
motivated  to  work  harder  and  were 
more  committed  to  corporate  values 
needs  re-evaluation,"  says  IU  profes- 
sor James  R.  Lincoln,  one  of  the  lead 
researchers.  Some  68%  of  the  Ameri- 
cans said  they  were  willing  to  work 
harder,  but  only  44%  of  the  Japanese 
would  do  so,-  36%  of  the  Americans 
accepted  their  company's  goals  as 
their  own,  but  only  15%  of  the  Japa- 
nese did  so.  A  huge  majority  (88%)  of 
the  American  workers  had  a  family 
feeling  about  their  companies,  while 
only  36%  of  the  Japanese  felt  so. 
Americans  were  also  more  satisfied 
with  their  work  tasks,  supervisors 
and  the  way  they  spend  their  lives. 


Japanese  workers  warm  up 
Are  Americans  so  different? 


The  Japanese  won  out  on  company 
loyalty.  Only  24%  of  the  Americans 
but  43%  of  the  Japanese  said  they 
would  turn  down  work  for  higher  pay 
to  stay  at  their  present  companies,  the 
study  says. 


Caveats  for  all 

Virginia  Knauer,  director  of  the  U.S. 
Office  of  Consumer  Affairs,  has  run 
up  her  own  glossary  of  what  could  be 
called  "consumer  English."  Samples: 

•  "Free" — you  often  end  up  paying. 

•  "Only  a  few  cents  a  week" — more 
expensive  than  it  seems. 

•  "Sale" — some  stores  have  perpet- 
ual sales,  usually  at  regular  prices. 

•  "Lifetime  guarantee" — whose? 
yours  or  the  product's? 

•  "just  sign  here" — stop  immedi- 
ately and  read. 

•  "Charity" — check  it  out. 

•  "Secret  cure" — could  mean 
quack;  ask  your  doctor. 

•  "Let  me  show  you  something  bet- 
ter"— bait-and-switch,  and  illegal. 

•  "Natural" — frequently  a  lot  more 
expensive. 


The  home  market 

Prices  of  new  homes  continue  to  rise 
at  a  rate  of  14%  to  15%  a  year,  be- 
cause there  is  less  than  a  six  months' 
supply  on  the  market,  according  to 
Jack  Carlson,  chief  economist  of  the 
National  Association  of  Realtors. 
New  homes  went  up  1.2%  in  Febru- 
ary to  a  median  price  of  $75,100.  Feb- 


Edited  by  John  A.  Conway 


ruary's  bad  weather,  he  notes,  kept 
new  home  sales  at  about  43,000,  the 
same  as  they  were  in  January.  Tags 
are  also  moving  upward  as  lower 
mortgage  rates  bring  more  buyers  I 
into  the  market. 


The  Japanese  touch 

Kazuo  Nakagawa,  president  of  Honda 
of  America,  added  one  grace  note  to 
this  month's  opening  of  the  Japanese 
manufacturer's  1  -million-square-foot 
plant  in  Marysville,  Ohio.  Nakagawa 
calls  the  2,000  employees  who  will 
turn  out  150,000  Accords  annually 
"associates,"  not  workers.  Neither 
the  Accord  site  nor  the  next-door 
Honda  motorcycle  plant  is  organized, 
but  the  United  Auto  Workers  have  a 
campaign  going. 


The  age  barrier 

A  coalition  of  senators— including 
Democratic  presidential  candidate 
John  Glenn — is  backing  a  new  bill  to 
abolish  mandatory  retirement  at  age 
70.  GOP  Senator  John  Heinz  is  a  prin- 
cipal sponsor,  and  Florida's  Claude 
Pepper  has  a  companion  measure  in 
the  House.  Opponents  include  the 
U.S.  Chamber  of  Commerce  and  the 
National  Association  of  Manufactur- 
ers, but  it  should  win  at  least  tacit 
support  from  72-year-old  Ronald  Rea- 
gan, who  isn't  endorsing  any  law  but 
strongly  favors  letting  workers  stay 
on  the  job  after  70.  The  country's  col- 
leges opposed  a  similar  bill  last  year. 
But  they  are  backing  this  one  because 
it  contains  an  exemption  that  will 
allow  them  to  continue  to  forcibly 
retire  tenured  personnel  at  age  70  for 
the  next  15  years.  The  new  bill,  how- 
ever, has  not  mollified  many  other 
opponents.  For  example,  it  makes  age 
discrimination  subject  to  jury  trial, 
which  businessmen  fear  would  mean 
a  new  rash  of  suits.  (Currently,  these 
cases,  like  those  involving  race  and 
sex,  are  not  heard  by  juries.)  What 
would  be  the  bill's  effect  on  the  econ- 
omy? The  Labor  Department  con- 
cluded in  a  study  in  1978,  the  year  the 
retirement  age  was  lifted  from  65  to 
70,  that  eliminating  retirement  age 
limits  would  add  only  about  200,000 
to  the  work  force. 


Death  on  the  highway 

Automobile  accidents  account  for 
more  than  half  the  accidental  deaths 
in  the  U.S.  each  year,  and  more  than 
one-third  of  the  victims  are  15  to  24, 
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How  to  use  a  741 


KLM  flies  747  s  exclusively 
to  Europe.  Here's  how  to 
get  maximum  benefit  from 
one  of  the  finest  planes  in 
the  skies. 

Surveys  confirm  the  747  as  the 
aircraft  preferred  by  most  busi 
ness  travelers,  demanding 
people  who  appreciate  the 
roomy,  comfortable  interior  of 
this  massive  plane. 

KLM  has  further  enhanced 
the  pleasure  of  fly 
special  aircraft  by 
devoting  a 
great  deal 


choice  of  beverage.  Royal  Class 
passengers  can  board  at  their 
leisure  and  disembark  first,  A  mar- 
velous courtesy.  And  whether  you 
are  in  Amsterdam  or  any  of  KLM's 
U.S.  gateways,  a  luxury  lounge  is 
reserved  just  for  you,  the  Royal 
Class  passenger. 

KLM's  Business  Class. 


and  a  delightful  choice  of 
entrees  served  on  distinctive 
china  with  elegant  glassware. 

Fly  to  the  very 
center  of  Europe. 

KLM  flies  747's  from 
New  York,  Chicago, 


Special  cabin  staff  for 
Business  Class.  Like 
Royal  Class,  Business 
Class  passengers  get  the 
personal  attention  of  their 
own  highly-trained  staff. 


of  attention 
to  some  very 
important 
details. 

Royal  Class. 

KLM's  Royal 
Class  has  a 
level  of  luxury 
that  goes  far 
beyond  the 

conventions  of  First  Class. 

You  can  really  stretch  out  on  our 

new  SleepAir  seats. 

We  serve  you  hors  d'oeuvres, 
including  caviar,  and  a  choice  of 
no  less  than  five  entrees,  accom- 
panied by  champagne  or  your 


SreepAir  seats— a  new  dimension 
in  comfort.  KLM's  new  SleepAir 
seats  have  been  designed  to 
KLM's  specifications. 
You  arrive  in  Europe  refreshed 
and  ready  for  a  full  day's  work. 


understood.  KLM's  Business 
Class  passengers  are  treated 
to  two  separate  cabins: 
one  reserved  for  non- 
smokers  on  the  upper  deck, 
another  on  the  main  deck. 
There  are  seats  with  more 
leg-room,  complimentary 
cocktails, 


Boutique  duty-free 
shopping  from  your 
seat.  What  could  be  eas 
ier?  The  perfect  oppor- 
tunity to  pick  up  a  gift 
for  a  client  or  your 
family  at  a  bargain 
price.  Major  credit 
cards  accepted. 


Los  Angeles, 

Houston  and  Atlanta  nonstop 
to  Amsterdam's  Schiphol  Air- 
port, rated  Europe's  best  by 
business  travelers.  Here  you'll 
find  1,125  weekly  connections 
to  cities  in  Europe,  the  Middle 
East  and  the  Far  East  and  Africa. 
The  next  time  you  have 

business  abroad,  fly  KLM 
747's.  For  reservations, 
call  your  Travel  Agent, 
corporate  travel  depart- 
ment or  KLM  Royal 
Dutch  Airlines. 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


Trends 


says  a  new  report  by  Dennis  McCor- 
nac  of  the  National  Bureau  of  Eco- 
nomic Research.  The  Cambridge, 
Mass. -based  organization  found  that 
more  than  700  lives  a  year  could  have 
been  saved  if  all  the  states  had  raised 
their  drinking  age  to  21  in  the  late 
1970s.  Only  five  states  permitted  al- 
cohol sales  to  those  under  age  21  be- 
fore 1970,  the  report  says;  by  1975,  25 
states  allowed  them.  But  because  of 
increases  in  fatal  accidents  involving 
teenage  drivers,  1 7  states  had  reinstat- 
ed 21  as  the  legal  drinking  age  by 
1982.  McCornac  found  that  lowering 
the  drinking  age  raises  the  number  of 
motor  vehicle  deaths  in  bordering 
states  as  well  as  in  the  state  directly 
involved. 

Why  there's  room 
at  the  top 

Chief  executives  had  best  get  their 
guard  up  when  the  merger  siren  calls. 
Close  to  90%  of  the  CEOs  absorbed  by 
acquisition  do  not  survive  as  top  offi- 
cers, says  a  study  by  Ward  Howell 
International,  an  executive  search 
firm  based  in  New  York  City.  Ward 
Howell  tracked  CEOs  whose  firms 
were  acquired  in  100  mergers  two  and 
four  years  after  the  takeovers.  (The 
mergers,  in  1976  and  1977,  ranged 
from  $42  million  to  $2.2  billion,  with 
a  majority  over  $100  million.)  More 
than  half  of  the  CEOs  were  still  work- 
ing for  the  takeover  company  in  later 
years,  but  only  10%  held  one  of  the  5 
top  slots  and  less  than  20%  ranked 
among  the  top  20.  Only  9  of  86  were 
top  executives  with  the  new  parent 
two  years  after  the  acquisition.  These 
numbers,  says  Gilbert  Dwyer,  a  Ward 
Howell  partner,  help  explain  the  rise 
of  "golden  parachute"  separation  ar- 
rangements for  top  brass.  "Chief  ex- 
ecutive officers  have  good  reason  to  be 
wary,"  he  says. 

Money  in,  money  out 

The  same  tight  rein  that  held  down 
new  investment  within  the  U.S.  was 
applied  last  year  to  investments  by 
American  companies  abroad,  accord- 
ing to  a  count  by  the  Conference 
Board,  the  New  York-based  business 
research  group.  The  reverse  flow  from 
overseas — foreigners  investing  in  the 
U.S. — also  declined,  but  nevertheless 
ran  well  above  U.S.  spending  in  for- 
eign countries.  American  manufac- 
turers made  193  foreign  investments 
last  year,  while  outsiders  made  271  on 
this  side  of  the  water.  Favored  coun- 


tries for  U.S.  investment  dollars  were 
Canada,  Great  Britain,  France,  West 
Germany  and  Japan.  Nearly  one  in 
five  foreign  ventures  in  1982  was  in 
electrical  and  electronic  equipment, 
while  chemicals  slipped  to  second.  A 
sign  of  caution:  the  continued  prefer- 
ence in  1982  for  developed  countries, 
where  controlling  interest  in  the  new 
ventures  could  be  ensured.  (A  recent 
survey  conducted  by  the  Department 
of  Commerce  showed  that  U.S.  firms 
were  holding  a  controlling  interest  in 
88%  of  the  25,000  subsidiaries  they 
have  abroad.) 

The  richest  counties 

Half  of  the  ten  highest-income  coun- 
ties in  the  U.S.  are  in  Alaska,  says  a 
new  survey  by  Dallas-based  economic 
consultants  Criterion  Corp.  The  1,098 
residents  of  Alaska's  Bristol  Bay  Coun- 
ty top  the  list  with  their  median 
household  income  of  $46,700,  thanks 
to  the  commercial  salmon  fishing  in- 
dustry. Other  Alaska  counties  rank 
second,  fourth,  fifth  and  seventh. 
Colorado's  Douglas  County  (near 
Denver),  with  28,500  residents,  ranks 
third,  highest  in  the  lower  48  states. 
Douglas'  median  household  income  is 
$40,475.  Sixth  is  Virginia's  Fairfax 
County,  with  626,000  residents  and  a 
median  household  income  of  $38,150. 
Not  far  behind  are  the  76  folk  of  Loving 


The  Marlboro  Mayan 


An  ancient  Mayan  puffing  on  a 
very  20th-century-like  cigarette 
adorns  this  year's  annual  report  of 
Philip  Morris.  The  pre-Columbian 
vase  depicting  what  may  be  the 
world's  earliest  smoking  endorse- 
ment was  acquired  by  the  cigarette 
company  in  1973  and  is  now  on 
loan  to  the  American  Museum  of 
Natural  History  in  New  York. 


County,  Tex.,  whose  petroleum  and 
gas  operations  on  the  southern  border 
of  New  Mexico  pump  the  median  in- 
come there  to  $36,900,  the  eighth 
highest  in  the  nation. 


The  big  leisure  dollar 

Consumers  spent  $60.5  billion  last 
year  on  media  products  (newspapers,, 
television,  radios,  movies  and  elec^ 
tronic  equipment),  according  to  a  new 
report  by  Knowledge  Industry  Publi 
cations  of  White  Plains,  N.Y.  Total 
spending  on  these  products  was  up 
$24  billion,  or  66%,  from  the  $36.5j 
billion  consumers  laid  out  in  1 978 j 
arcade  and  home  video  games  alone! 
accounted  for  $9.7  billion.  By  con-j 
trast,  outlays  for  television,  radios, 
records,  audio  equipment  and  movies 
grew  only  $2.1  billion,  or  9%,  be- 
tween 1978  and  1982,  says  the  report, 
and  their  share  of  overall  media 
spending  dropped  from  6 1  %  to  4 1  %  in) 
the  same  period.  Newspapers  and 
magazines  came  out  a  little  betters 
Their  share  of  spending  dropped  from 
31%  to  29%,  but  consumers  bought 
$6  billion  more  print  media  in  1982 
than  in  1978.  The  study  says  in  1982 
the  average  household  spent  $210  foi 
newspapers  and  magazines;  $294  foi 
movies,  radios,  television,  records  and 
stereos;  and  $223  for  electronic 
games,  cable  and  pay  TV,  video  cas- 
sette recorders  and  home  computers 
By  1987,  it  forecasts,  Americans  will 
shell  out  $89  billion  for  media,  witH 
new  electronic  equipment  such  as 
home  computers  increasing  its  sharfi 
of  that  market  to  35%. 
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Thinking  the  unthinkable 

The  White  House  intends  to  kee{j 
grappling  with  that  incredible  hulk; 
the  federal  civil  service.  For  one  thing, 
it  wants  to  revise  the  retirement  sysi 
tern.  Half  of  all  federal  workers  retire 
before  age  60  (compared  with  7%  in 
the  private  sector),  and  those  with  3C 
years'  service — less  for  many  because 
military  time  counts  toward  retire; 
ment — can  quit  with  full  benefits  ai 
the  age  of  55.  The  Administration 
wants  to  raise  full-benefit  retirement 
to  age  65  and  cut  benefits  for  earl} 
retirees.  The  White  House  Office  oil 
Personnel  Management  also  thinksl 
that  federal  employees,  particularl)] 
those  in  Washington,  are  overgradecl 
and  consequently  overpaid.  OPM  say:l 
it  will  review  how  jobs  are  classifiec| 
and  duties  assigned.  Will  it  work  [ 
Probably  not,  given  the  numbers  ancl 
all-pervasive  presence  of  the  civil  ser  f 
vice  force. 
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Computer  crime 


Yon  cant  prevent  it,  so 
you'd  better  be  insured  against  it 


Chances  are  your  company,  like  most, 
relies  on  complex  computer  data  bases 
to  conduct  business  effectively.  Imagine 
the  financial  effect  if  this  computerized 
information  should  be  destroyed,  dis- 
torted or  pirated  via  electronic  means. 
Or,  indeed,  if  your  entire  computer 
system  were  totally  shut  down  for  days 
as  a  result  of  illegal  outside  access. 

Unfortunately,  such  electronic 
invasion,  done  maliciously  or  simply  as  a 
prank,  is  becoming  a  sad  but  real  fact  of 
business  life  in  the  computer  age.  And 
surprisingly,  most  companies,  even  those 
with  sophisticated  computer  security 
systems,  while  still  vulnerable,  are  not 
insured  against  this  contingency. 

For  this  reason,  Shand,  Morahan  & 
Company  has  introduced  the  first  insur- 
ance coverage  totally  designed  to  protect 
companies  against  this  unique  danger. 
As  one  of  the  nation's  leading  business 
insurance  specialists,  we  make  it  a 
practice  to  seek  out  and  identify  new 
exposures  and  insurance  needs  in 
today's  business  marketplace,  and  then 
develop  the  best  possible  insurance 
programs  to  cover  them. 

The  Shand,  Morahan  Unauthorized 
Computer  Access  policy  is  just  such  a 
new,  innovative  and  highly  necessary 
coverage.  And  we  are  proud  to  be  the 
source  for  this  insurance  in  the  U.  S.  today. 

Why  not  have  your  Risk  Manager 
ask  your  broker  to  contact  us  for  a 
complete  briefing  on  your  company's 
particular  exposures  and  needs  in  the 
area  of  unauthorized  computer  access? 
It  could  be  the  most  cost-saving  inquiry 
you  make  all  year. 


Shand,  Morahan 
&  Company,  Inc. 


One  A  merican  Plaza 
Evanston  IL  60201 


Mellon  defines  banking  issues 


Portfolio  managemen 
The  banks'  new  tools 


Bank  trust  departments  are  turning  their 
size  to  new  advantage.  They're  applying 
their  vast  resources  to  creating  sophisti- 
cated investment  tools.  How  can  pension 
plans  benefit  from  the  banks'  new 
capabilities? 

Today's  pension  plan  sponsor  faces  a  bewildering 
array  of  investments  and  investment  managers. 
Banks,  insurance  companies,  and  independent 
counselors  are  fighting  to  invest  pension  dollars. 
The  stakes  are  staggering:  employee  benefit  funds 
now  amount  to  $727  billion,  or  $2  of  every  $5 
invested  in  this  country. 

Over  the  last  decade,  conventional  investing 
wisdom  came  to  favor  the  smaller  counseling  "bou- 
tiques'.' These  specialized  firms  were  seen  as  more 
flexible  and  up-to-date  than  banks  or  other  large 
counselors.  But  the  new  demands  of  investment 
in  the  1980's  may  have  deprived  the  boutiques  of 
their  edge. 

Bank  trust  departments  are  moving  back  into  the 
limelight.  As  in  other  financial  services,  banks  are 
using  new  technology  to  open  up  new  investment 
areas  and  explore  new  techniques.  They  are  using 
their  financial  resources  to  acquire  the  hardware, 
software,  and  expert  personnel  that  sophisticated 
investment  management  now  requires. 


Broader  based  investments 


To  limit  their  exposure  in  any  one  field,  most  major 
pension  plans  divide  their  assets  among  various 
investment  categories.  Sponsors  often  use  separate 
managers  for  each  type  of  investment,  to  take 
advantage  of  each  manager's  specialty.  But  this 
division  and  subdivision  of  investment  respon- 
sibility has  created  problems — problems  that  bank 
trust  departments,  with  their  broad  capabilities, 
are  generally  well -equipped  to  solve. 


Trust  departments  have  the  resources  and  exp 
to  be  more  than  just  specialized  managers.  Mo 
now  offer  a  broad  menu,  from  real  estate  to  inl 
tional  investments,  from  venture  capital  to  bo 
immunization.  And  to  manage  this  diversifical 
banks  have  taken  the  lead  in  developing  the  n 
computer  techniques. 

Without  these  techniques  to  digest  huge  amoi; 
information,  some  of  the  newest  approaches  to 
vestment  wouldn't  be  possible.  Portfolio  insur; 
index  funds,  specialty  cores,  and  dedicated  boi 
management,  among  others,  are  principally 
available  from  computer-intensive  bank  trust 
departments.  In  equities,  too,  trust  departmei 
are  pioneering  quantitative  computer  method 
These  methods  permit  a  research  department 
once  studied  a  few  hundred  investments  to  fol 
thousands — more  systematically  and  objectiv 
than  ever  before. 


sat 


Fourth  of  a  series 


ily  can  computers  collect  more  information, 
in  apply  it  in  more  meaningful  ways.  Dif- 
methods  of  analyzing  securities  can  be 
red.  Investment  hypotheses  can  be  tested, 
ends  can  be  spotted.  Rather  than  relying 
tically  on  any  one  or  two  considerations, 
tative  methods  make  it  possible  to  manipu- 
•ger  amounts  of  data  for  subsequent  analysis. 


•oles  for  master  trust 


ivestments  themselves  growing  more  corn- 
's also  become  more  difficult  to  keep  track  of 
The  result  has  been  spectacular  growth  in 

■  trust  arrangements,  in  which  a  bank  or 
ompany  provides  centralized  custody  and 
ement  information  for  a  large  pension  fund. 
I  ssets  handled  by  the  25  largest  master 

s  nearly  doubled  from  late  1979  to  mid-1982, 
5  billion.  , 

ifmputer  capabilities  have  dramatically 
f 'd  the  role  of  master  trustees.  Traditionally, 
!id  little  more  than  hold  a  plan's  assets  in  safe- 
tg  and  issue  regular  reports  on  them.  Today, 
more  services  are  available  from  master 
s. 

trustees  now  often  manage  index  funds  for 
ients,  providing  them  with  inexpensive  core 

■  os.  They  can  hold  securities  in  worldwide 

T,  price  assets  in  the  different  international 
i  s,  and  measure  performance  in  various 
:ies.  Master  trustees  sweep  excess  cash 
lto  interest-bearing  accounts.  They  earn 
nal  income  on  securities  by  lending  them  to 
>.  Most  important,  they  provide  plan  spon- 
th  the  information  necessary  to  keep  on  top 
iple  plans  that  are  handled  by  many  invest- 
lanagers. 

ing  up  with  the  sponsor's  computer,  a 
trustee  can  also  provide  on-line  access  to 
lent  data.  Information  from  different  man- 
in  be  reported  in  one  consistent  format.  And 
mat  can  be  made  compatible  with  the  plan 
•'s  specific  requirements. 


Tracking  total  performance 


Taken  as  a  whole,  banks'  commitment  to  computer 
investment  methods  gives  them  a  unique  ability  to 
monitor  a  fund's  total  portfolio.  As  master  trustee 
or  investment  manager,  these  tools  allow  trust  de- 
partments to  measure  and  analyze  the  performance 
of  each  category  of  investment,  and  interpret  the 
data  in  ways  that  lead  to  meaningful  decisions. 

More  and  more  pension  funds  are  finding  that  this 
kind  of  overview  has  become  essential.  The  banks' 
new  tools  are  actually  the  plan  sponsors'  new  tools 
for  managing  portfolios  of  unprecedented  size  and 
complexity.  In  an  industry  where  performance  is 
measured  by  fractions  of  a  percentage  point,  these 
tools  can  be  critical  to  achieving  peak  performance. 


At  Mellon  we  provide  portfolio  management  serv- 
ices for  a  complete  range  of  investments,  from 
equities  and  fixed  income  to  real  estate  and  ven- 
ture capital.  We're  also  one  of  the  largest  master 
trustees  in  the  United  States,  and  a  recognized 
leader  in  developing  computer  techniques  for 
portfolio  management.  It's  one  more  way  in 
which  Mellon  provides  premier  financial  services 
to  corporate  customers. 

Mellon  Bank  and  Mellon  Financial  Services  are 
subsidiaries  of  Mellon  National  Corporation. 
Mellon  Financial  Services,  which  operates  repre- 
sentative offices  for  the  Bank,  also  provides 
consumer  and  commercial  finance,  real  estate 
investment  management,  leasing,  and  real  estate 
finance  services. 


Mellon  Bank 

One  of  the  banks  that  define  banking 

For  more  information  on  this  subject,  write  the  Communications 
Office,  Mellon  Bank,  Mellon  Square,  Pittsburgh,  PA  15230. 
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Capitalist  T-Shirts 

Very  meaningful  words  from  the  famed  venture  <  apltalisl, 
Frederick  K  Mler.  Beautifully  printed  In  large  black  letters 
on  bullion  gold  cloth  100%  cotton,  pre  shrunk  for 
guaranteed  best  fit  Small.  Med  Lge.  X-Lge. 


To  reward 
To  Inspire. 
Or  |ust  for  fun. 
W  fnr  $87.50 
25  for  $199.50 
50  for  $375 
tOO  for  $699 

3  for  $2850 

GUARANTEED.  If  not 

completely  satisfied,  return 

within  30  days  for  a  full  refund  ^f, 

Mall  coupon  below  or 

ORDER  BY  PHO\E  (201)379-4642 

Charge  to  VISA,  MasterCard  or  American  Express. 


(  BCARDRStJM"  INCENTIVES  Ff 

i  500  Fifth  Ave..  New  York.  NY  101 10 
j  Please  send  me  the  "Capitalist"  T-Shirts  indicated  below 


i  Size 


Qnty. 


Small 

Medium 

Large 

Ex  Large 

TOTAL 

□  Payment  enclosed.  Check  or 
money  order 

Please  charge  to  the  following: 

□  VISA   □  MasterCard 

□  American  Express 

Acct.  No.  

Expires:  


Prices  3  fnr  $28  50  ppd:  10  fur  $87  SO  ppd;  25  fur  $199  50  ppri. 
50  fur  $:i75  ppd '..  too  for  $699  ppd  \)  residents  add  sales  lax. 

Name  


Address 
.City  


.State. 


_ZIP_ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mail- 
ing label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on 
this  form  and  check  the  subscription  you 
prefer,  fj  1  year  $36  □  3  years  $72  (the 
equivalent  of  one  year  free].  Canadian 
orders,  1  year  $50,  3  years  $104.  Orders 
for  other  countries  add  $25  a  year. 

Subscription  Service  Manager 
Forhes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print ) 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 


F3820 


Unisex  insurance 

Two  summers  ago  Congress  heard  an 
other  round  of  argument  over  wheth- 
er insurance  payments  were  unfair  be- 
cause they  used  actuarial  tables  based 
on  sex  (Forbes,  Trends.  July  20,  1981). 
Because  those  tables  showed  women 
living  longer  than  men,  the  ladies  paid 
less  for  life  insurance  and  more  for 
annuities;  because  the  numbers 
proved  them  better  drivers,  they  paid 
less  for  auto  insurance.  "Unfair!" 
cried  the  militant  National  Organiza- 
tion for  Women.  The  industry  dis- 
agreed. Throwing  out  the  actuarials, 
argued  Barbara  Lautzenheiser,  a  se- 
nior vice  president  of  Hartford's  Phoe- 
nix Mutual,  "would  remove  one  of 
the  primary  pricing  tools  used  by  in- 
surance companies."  Forbes  doubted 
whether  the  NOW  argument  or  a  bill 
backing  it  by  Michigan  Democrat 
John  Dingell  would  get  anywhere,  but 
cautioned:  "In  politics,  who  knows?" 

The  caution  was  merited.  Momen- 
tum has  been  building  in  Congress  for 
unisex  insurance  pricing,  and  two 
bills  in  the  hopper  now  appear  to  have 
a  good  chance  of  passage.  In  February 
the  House  held  hearings  on  HR  100, 
Dingell's  bill,  and  the  staff  will  soon 
begin  "marking  up"  the  measure  for 
full  committee  consideration.  In  the 
Senate,  Republican  Bob  Packwood  of 
Oregon  has  scheduled  hearings  this 
month  for  his  identical  version. 

The  health  insurance  and  property 
and  casualty  companies  still  oppose 
the  measure,  but  the  rest  of  the  indus- 
try has  more  or  less  capitulated.  Insur- 
ers, Barbara  Lautzenheiser  says,  con- 
cluded "that  the  political  momentum 
had  become  too  great."  Last  month  a 
task  force  of  chief  executive  officers 
also  voted  to  compromise.  One  result, 
Lautzenheiser  thinks,  is  a  schism 


within  the  industry.  "The  giants  can 
handle  the  problem,"  she  says,  "but 
the  smaller  companies  may  not  be 
able  to."  Harry  Hohn,  an  executive 
vice  president  of  New  York  Life,  dis 
agrees.  "Insurance  companies  already 
have  to  rearrange  costs  and  prices  at| 
three-year  intervals,"  he  says. 

Big  or  small,  insurers  agree  thati 
coping  with  unisex  pricing  will  de 
pend  on  whether  Congress  withdraws! 
provisions,  still  in  both  House  and] 
Senate  versions,  to  make  any  new  law 
retroactive.  Should  that  happen,  Laut 
zenheiser  says,  the  cost  would  bel 
"devastating." 

No  one  is  quite  sure  what  all  this 
will  cost  the  policyholders.  Two  years 
ago,  however,  the  American  Academy 
of  Actuaries  told  Congress  that  if 
present  actuarial  tables,  with  theil 
differences  between  the  sexes,  had  ta 
be  scrapped,  women  would  be  paying 
$360  million  a  year  more  for  life  in 
surance,  men  $360  million  less.  Autd 
insurance  would  cost  women  $70C 
million  more.  Whether  lawmakers 
come  up  with  another  solution — thq 
betting  is  that  they  want  the  cost; 
made  more  or  less  equal — the  public 
will  pay,  regardless  of  sex. 


The  million-dollar  anchor 

"It  is  a  desperate  game  for  high  stakes 
the  electronic  equivalent  of  newspa 
per  circulation  wars,  an  over-the-ai 
version  of  the  box  office  as  arbiter  c 
rise  and  fall  in  movieland,"  Forbe 
reported  on  the  television  news  bus: 
ness  two  years  ago  (Dec.  7,  1981).  M 
the  center  sat  the  anchor  men  am 
women  who  charm  their  way  into  th 
homes  of  that  18-to-49  age  groin 
sponsors  so  covet. 

Their  salaries  were  phenomenal 
Dan  Rather  had  signed  an  $8  million 


James  Thurber's  The  War  Between  Men  and  Women 
The  high  cost  of  equality. 
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This  announcement  appears  as  a  matter  of  record  only. 
  Not  New  Issues  /  April  4,  1983 

ItCJI 

RCA  Corporation 

5,368,900  Shares 
Common  Stock 

(No  par  value) 

145,600  Shares 

$2,125  Cumulative 
Convertible  Preferred  Stock 

(No  par  value) 


These  shares  were  traded  on  the  New  York  Stock  Exchange  as  a  block  transaction 
on  March  30,  1983.  This  represents  the  largest  dollar  value  block  ever 
traded  on  the  New  York  Stock  Exchange.  The  undersigned 
was  the  sole  distributor  in  this  transaction. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York,  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate) 
Los  Angeles,  San  Francisco,  Tokyo  (affiliate) 
Member  of  Major  Securities  and  Commodities  Exchanges. 


WINE  CUSTOMER: 


LEGH  KNOWLES : 


"  Is  an  older  wine 
always  better?" 

Wines  are  like  people. 
Some  get  better 
with  age.  And  others 
don't!' 


Older  isn't  always  better  with  wine.  Just  different.  At 
Beaulieu  Vineyard,  where  we've  been  making  wine  for 
over  80  years,  every  wine  released  can  be  enjoyed  right 
away.  But  since  some  gain  in  complexity  as  they  get 
older,  how  long  you  want  to  wail  is  up  to  you. 


'President,  Beaulieu  Vineyard,  Napa  Valley.  California 


reyfus1 


You  will  be  pleased 
to  know  that  all  income 
dividends  from  the 
Dreyfus  Tax  Exempt  Bond 
Fund  are  and  have  been  100% 
free  of  Federal  income  tax. 

Send  for  our  free  chart  and  learn 
how  your  money  mounts  up  when  you 
compound  these  tax  free  dividends. 


No  sales  charge— no  penalties  on  redemption- 
low  initial  investment  of  only  $2,500 
free  telephone  transfer. 


Tax  Exempt  Bond  Fund,  Inc. 

For  more  complete  information,  including  management  fee 
charges  and  expenses,  obtain  a  prospectus  by  sending  this 
coupon.  Read  it  carefully  before  you  invest  or  send  money. 

Name  


Address 

City, 

State 


Zip 


Post  Office  Box  600 
Middlesex,  NJ  08846 

FOR  A  PROSPECTUS 
Call  toll  free,  day  or 
night,  7  days  a  week 
I-8OO-345-85OO 
Extension  952 


□  Send  free  compounding  chart. 


Income  ray  be  subject  to  some  stale  and  local  taxes  Net  asset  value  is  not  fixed  and  fluctuates 


Follow-Through 


five-year  contract  to  anchor  CBS  na- 
tional news;  ABC's  Barbara  Walters 
and  NBC's  Tom  Brokaw  were  also 
making  upwards  of  $1  million  a  year. 
Even  the  foot  soldiers  in  the  TV  wars 
were  earning  salaries  that  made  them 
the  richest  people  in  their  communi- 
ties. True,  fewer  than  250  held  down 
anchor  slots  at  the  networks  and  the 
ten  top  markets.  But  top  bananas  in 
almost  all  of  the  first  20  markets,  in- 
cluding Detroit  and  Denver,  easily 
drew  handsome  six-figure  salaries, 
Forbes  reported.  Connie  Chung,  an- 
chor for  KNXT  in  Los  Angeles,  was 
getting  an  estimated  $600,000  a  year, 
Bill  Kurtis  of  Chicago's  WBBM  drew 
an  estimated  $500,000  a  year,  and 
sportscaster  Warner  Wolf  of  New 
York's  WCBS  earned  $450,000  a  year. 

Since  then,  these  hefty  salaries 
have  gone  even  higher.  A  case  in  point 
is  New  York.  At  WNBC,  anchorman 
Chuck    Scarborough    makes  over 
$500,000  a  year  and  reporter  Dave 
Marash  brings  in  $250,000.  Last  sum 
mer  WABC  dropped  anchorman  Ernie 
Anastos  from  its  1 1  p.m.  news  and  put 
in  former  NBC  Tomorrow  host  Tom 
Snyder,   reportedly  for  a  princely 
$700,000  a  year.  Anastos  stayed  off 
the  air  for  five  months.  But  last 
month  he  signed  on  again  withj 
WABC,  this  time  for  more  than  five 
years,  to  anchor  the  5  p.m.  local  news 
casts  and  work  on  network  assign 
ments.  (Networks  are  chipping  in  on 
local  salaries,  says  a  high-powerec 
West  Coast  agent.) 

Anastos  won't  confirm  or  deny  re 
ports  that  he,  too,  will  be  making 
$700,000  a  year.  "But  it  is  safe  ta 
assume  that  the  anchorpeople  work 
ing  in  New  York  are  at  that  level,"  he) 
says.  "I  was  prepared  to  leave  ABC, 
but  after  we  talked,  my  decision  was 
to  stay  with  the  company." 

Why  pay  an  anchorperson  more 
than  the  President  of  the  United 
States?  Says  Stephen  Pinkus,  presi 
dent  of  New  York's  News  &  Entertain 
merit,  "People  are  making  money  be 
cause  of  those  personalities — known 
in  the  business  as  'the  franchise.'  " 

Will  the  salaries  continue  to  go  up! 
"The  trend  is  set,"  says  one  high-paic 
New  York  anchorman.  "More  anc 
more  money  is  being  spent  on  loca 
news  because  the  stations  are  in  1 
virtual  dead  heat."  With  that  kind  0 
situation,  he  says,  the  bidding  i: 
heavy,  and  it's  just  a  matter  of  tim< 
before  New  York,  Los  Angeles  or  Chi 
cago  will  see  its  first  $1  million-per 
year  local  anchorperson. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus 


March  30,  1983 


26,000,000  Shares 


CHRYSLER 

CORPORATION 

Common  Stock 

(without  par  value) 


Price  $16,625  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc  The  First  Boston  Corporation 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

E.  F.  Hutton  &  Company  Inc.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch.  Pierce.  Fenner  &  Smith  Incorporated 

Bear,  Stearns  &  Co.     Blyth  Eastman  Paine  Webber     Dillon,  Read  &  Co.  Inc.     Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  Lambert         Goldman,  Sachs  &  Co.         Kidder,  Peabody  &  Co.         Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Prudential-Bache  L.  F.  Rothschild,  Unterberg,  Towbin  Shearson/American  Express  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.    Warburg  Paribas  Becker    Wertheim  &  Co.,  Inc.    Dean  Witter  Reynolds  Inc. 

Incorporated  A  G.  Becker 

Sanford  C.  Bernstein  &  Co.,  Inc.  Alex.  Brown  &  Sons 

A.  G.  Edwards  &  Sons,  Inc.  Thomson  McKinnon  Securities  Inc. 

ABD  Securities  Corporation  Advest,  Inc.                  Allen  &  Company                  Atlantic  Capital 

Incorporated  Corporation 

Basle  Securities  Corporation  Daiwa  Securities  America  Inc.  Dominion  Securities  Ames  Inc. 

F.  Eberstadt  &  Co.,  Inc.      EuroPartners  Securities  Corporation      Robert  Fleming-     Hudson  Securities,  Inc. 

Incorporated  Societe  Generate  Group 

Kleinwort,  Benson         Ladenburg,  Thalmann  &  Co.  Inc.         Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Incorporated 

The  Nikko  Securities  Co.  Nomura  Securities  International,  Inc.  Rothschild  Inc. 

International,  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc.         Wood  Gundy  Incorporated         Yamaichi  International  (America),  Inc. 
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Readers  Say 


Needs  versus  wants 

Sir:  Re  Gary  Shilling's  discussion  of 
the  flat  tax  (The  Tax  Scene,  Mar  14), 
the  government  does  not  desperately 
need  revenues.  The  government 
wants  revenues.  What  our  govern- 
ment desperately  needs  is  responsibil- 
ity and  probity. 
— -James  Edwards 
Glennallen,  Alaska 


Costs  of  oil  import  tax 

Sir:  Your  suggestion  of  a  $10-a-barrel 
tax  on  imported  oil  (Fact  and  Com- 
ment, Mar.  28)  would  severely  hurt  the 
export  market  for  our  petrochemical 
companies  as  well  as  for  any  other 
energy-dependent  industry.  It  would 
cause  us  to  deplete  our  domestic  oil 
reserves  at  a  much  greater  rate. 
— Gary  Schuster 
Newark,  Ohio 

Sir:  Alternative  suggestion:  The  Ad- 
ministration has  been  interested  to 
delegate  to  the  states  certain  social- 
care  expenses,  which  the  states  have 
been  unwilling  to  assume  without 
supporting  financial  aid  from  Wash- 
ington. The  lower  gasoline  prices 
could  be  used  by  the  states  to  increase 
their  revenues  through  increases  in 
the  gasoline  tax. 

This  would  give  the  states  much 
badly  needed  revenue  while  not  mak- 
ing our  exports  noncompetitive. 
— Harold  T.  Feren 
New  York,  N.Y. 

Sir:  A  part  of  that  fee  should  be  used 
to  repair  or  replace  our  bridges,  high- 
ways, tunnels,  etc.,  rather  than  go 
into  the  general  coffers. 

— Alfred  Zemik 
Philadelphia,  Penna. 

Sir:  Wow — with  friends  like  you,  who 
needs  OPEC? 

— Ed  Bishop 

Executive  Director, 

Oil  Heat  Institute  of  Washington 

Washington,  D  C 

Sir:  Please  cancel  my  subscription. 

—Wilhert  P.  Gaston 
Kilgore,  Tex. 


Sound  premises,  but . . . 

Sir:  Martin  Feldstein  ("The  Dollar: 
Too  Strong  For  Our  Own  Good,"  Feb. 
28)  has  added  the  following  theory  to 


the  general  confusion  about  fiscal 
policy:  Interest  rates  are  high  because 
of  future  budget  deficits;  high  interest 
rates  keep  the  dollar  strong.  One  can 
conclude  that  reducing  the  deficits 
will  therefore  depress  the  dollar;  a 
weaker  dollar  raises  the  dollar  prices 
of  traded  goods. 

Upshot:  Reducing  budget  deficits 
will  increase  inflation. 

Those   who   swallow  Feldstein's 
premises  must  also  accept  the  unusu- 
al conclusion. 
— Alan  Reynolds 
Chief  Economist, 
Polyconomics,  Inc. 
Morristown,  N.J. 


Backsliding 

Sir:  Re  this  picture  clipped  from 
"Growing  pains"  (Trends,  Mar.  14), 
who  pays  for  the  back  injuries  suf- 
fered when  the  secretary's  office  chair 
inevitably  rolls  back  on  its  casters? 
— Benjamin  Flkin 
Coronado,  Calif 


Healthy  threshold 

Sir:  Your  editorial  on  the  pharmaceu- 
tical industry  ("Continuously  Tra- 
ducing Drug  Companies  Is  Costly 
Stupidity,"  Fact  and  Comment,  Feb.  14) 
was  most  gratifying.  Based  on  re- 
search currently  under  way  that  is 
supported  by  an  annual  industry  bud- 
get of  more  than  $2  billion,  we  are  on 
the  threshold  of  resolving  aspects  of 
cardiovascular  disease,  cancer,  senili- 


ty and  other  disorders  which  have 
historically  plagued  mankind. 

Perhaps  with  support  from  your 
colleagues  in  the  media  profession, 
the  U.S.  pharmaceutical  industry  can 
cease  being  "an  unpopular  cause." 
— WardS.  Hagan 
Chairman  and  CEO, 
Warner-Lambert 
Morris  Plains,  N.J. 


Freudian  slip 

Sir:  Perhaps  it  was  just  a  Freudian 
slip,  but  SIPC  stands  for:  Securities 
Investor  Protection  Corporation 
("Stock  options,"  Feb.  28),  rather  than 
Securities  Industry  Protection  Corp. 
— -John  R.  Austin 
San  Francisco,  Calif. 


Disguised  sales  tax 

Sir:  Thank  you  for  pointing  out  that  ai 
large  fraction  of  the  current  Social 
Security  benefits  is  really  welfarei 
("On  the  dole?" Mar.  14). 

Next,  you  might  point  out  that 
nearly  half  of  Social  Security  is  fi 
nanced  by  the  equivalent  of  a  salesl 
tax.  The  "employer  contribution 
portion  of  S.S.  financing  must  bei 
passed  along  to  the  consumer,  ol 
course,  so  that  becomes  in  effect 
sales  tax  on  goods  made  in  the  U.S. 

Why  not  impose  a  S.S.  sales  tax  on 
all  goods  sold  in  the  U.S.,  including 
those  made  abroad?  Toyota  would 
have  less  competitive  edge  over  GenJ 
eral  Motors  if  it  also  had  to  contribute 
to  S.S.  in  this  country. 
— Charles  L.  Larson 
Sunnyvale,  Calif. 


Relatively  poor? 

Sir:  Re  your  piece  on  me  (Streetwalker 
Mar.  14).  The  facts.  At  the  end  of  it 
first  22  years  Revlon's  volume  wa 
$32  million.  Del's  20  years,  ended  ii 
1982,  shows  volume  of  over  $66  mil 
lion.  My  holdings  in  Revlon  if  held  t< 
the  high  point  of  $59  per  share  wouli 
have  totaled  about  $77  million.  Ove 
the  years  I  have  been  a  private  inves 
tor  and  have  sold  my  holdings  (othe 
than  gifts  to  family]  at  substantia 
profit. 

So  where  does  the  needy  relative  ta, 
come  in? 
— Martin  Revson 
New  York,  N.Y. 
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\  "Let's  call 

Barclays  American/ 
Business  Credit. 


What  resourceful  developers 
say  when  they  need  money. 
Fast. 

In  a  high-leverage  business  like  real  estate  develop- 
ment, when  you  need  money,  you  need  money  fast. 

We're  Barclays  American/Business  Credit.  We  can 
probably  meet  your  funding  needs  more  quickly  and 
completely  than  anyone  else.  More  to  the  point,  our 
resources  and  experience  usually  produce  a  commit- 
ment in  less  than  30  days. 

Our  first  mortgage  loans  can  give  you  time  to  locate 
the  best  permanent  financing  available.  Our  second 
mortgage  loans  can  provide  working  capital  for  your 
new  project.  And  forward  commitments  can  open  the 
door  for  competitive  pricing  from  construction  lenders. 

Loans  start  at  $1  million.  Terms  are  very  competitive. 
And  no  "kickers."  We  don't  want  to  be  your  equity 
partner,  just  your  lender. 
Give  our  Real  Estate  Activity  a  call  at  1-800-243-LOAN. 


Business  Credit 


)ffices  located  nationwide.  Corporate  Headquarters:  111  Founders  Plaza,  East  Hartford,  CT  06108 


-  mix)  tton)  ProcmiTC 

-  Information  R»tri»v»l  wd  Hiiiwt 
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-  Uni«wi  Hovdblt  Aro 


Cud) 


Are  you  serious  about 
buying  a  personal  comput 

far  your  office?  Or  do  you 
want  to  play  games? 


We  started  building  compu- 
ters and  word  processing  sys- 
tems for  the  office  when  most 
computer  companies  were  still 
buildingcomputersforthe 
backroom.  And  ever  since, 
Wang  has  been  the  leader  in 
office  automation. 

Now  we've  put  all  that  experi- 
ence to  work,  with  the  introduc- 
tion of  the  Wang  Professional 
Computer-a  computer  so 
advanced  in  capability  and  de- 


sign, it's  like  no  other  personal 
computer  you've  seen. 

In  data  processing,  the  Wang 
Professional  Computer  is  faster 
than  any  other  personal  com- 
puter we've  tested.*  Fasterthan 
IBM.  Fasterthan  Apple  lie. 
Fasterthan  DEC  Rainbow. 

What's  more,  with  the  Wang 
Professional  Computer  you 
can  have  unsurpassed  commu- 
nication capabilities  and  up  to 
640KB  in  memory.  It  even  gives 


you  more  "help" -a  feature  that 
lets  you  access  computer-aided 
instruction  right  in  the  middle  of 
any  operation  and  then  go  right 
back  to  where  you  left  off. 

Wang  also  gives  you  a  choice 
of  the  most  popular  software  - 
including  Wang  Word  Process- 
ing, the  number  one  word 
processing  in  the  world. 
The  Wang  Professional  Com- 


mation,  it  makes  the  competititi 
look  like  they  haven't  even  starte 
For  more  information  on  the 
Wang  Professional  Computer, 
call  1-800-225-9264 
OrwritetoWang 
Laboratories,  Inc., 
Business  Executive 
Ctr,  One  Indus- 
trial Avenue, 
Lowell,  MA  01851 
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The  Office  Automation  Computer  Company 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WILL  HOUSING'S  RISE  CONTINUE? 

Yes.  The  Up  months  will  be  more  frequent  and  greater  than  the  intermittent  Downs. 

CURBED  MONET  SUPPLY  AND  RISING  INTEREST  RATES 

would  make  quite  a  pyre  for  Paul. 

THERE'S  NO  "BUDGET  VICTORY"  IN  A  $175  BILLION  DEFICIT 


Who  in  their  most  extravagant  partisan  imaginings 
ivould  have  thought  that  a  Reagan  Administration  would 
)e  so  benignly  indifferent  to  the  prospect  of  budget  deficits 
f  unfathomable  and  mounting  size?  The  Democratic 
louse  substitute  is  merely  a  worse  assortment  of  spending, 
A^ith  negligible — and  debatable— impact  on  the  imbalance. 
Passing  a  budget  that  includes  a  $175  (possibly  $200) 
illion  of  red  ink  would  be  a  dereliction  of  dangerous 
proportions,  an  insupportable,  inexcusable  risk  to  the 
rising  rate  of  recovery. 

Strangely  enough,  there  seems  considerably  more  alarm 
umong  the  business  and  money  men  in  Western  Europe 
)ver  our  prospective  mountainous  budget  imbalance  than 


here.  The  fact  that  their  recovery  train  can't  move  much 
without  our  engine  building  up  some  steam  gives  them 
reason  for  caring. 

Thank  goodness,  under  the  leadership  of  Lehman  Broth- 
ers Kuhn  Loeb's  Pete  Peterson,  a  top-drawer  bipartisan 
group  of  six  former  Cabinet  members  (former  Treasury 
Secretaries  W.  Michael  Blumenthal,  John  B.  Connally,  C. 
Douglas  Dillon,  Henry  H.  Fowler  and  William  E.  Simon; 
and  Peterson,  former  Commerce  Secretary)  along  with  500 
eminent  academics,  business  leaders  and  politicos  are 
united  in  beating  drums  for  a  thoughtful  spectrum  of 
budget  cuts  that  would  reduce  the  deficit  by  $100  billion. 

Let's  hope  they're  heard — and  heeded. 


BILL'S  JUST  THE  MAN  TO  RIDE  TO  EPA'S  RESCUE 

As  EPA's  nanny  during  its  first  three  years  of  being,  Bill 
Ruckelshaus  knows  and  cares  about  what  the  Environmental 
Protection  Agency  is  all  about. 

By  cleaning  house  at  the  agency's  top  levels,  the  Adminis- 
tration gives  him  a  chance  to  get  them  out  of  the  appalling 
hazardous-waste  hole  they've  dug.  Outdoor-loving  Ron  Rea- 
gan isn't  in  favor  of  letting  unwatched  companies  foul  air, 
ravage  landscapes  and  poison  waterways. 
It  just  looks  that  way,  thanks  to  colossally  inept  appointees. 


ROLL  IN  THE  BARRELS  AND  WE'LL  HAVE  BARRELS  OF  SECURITY 

Now  is  the  time  to  fill  at  full  speed  our  strategic  oil  demand,  which  would  reassure  its  creditors — mainly 
eserves.  And  maybe  make  a  big  deal  with  Mexico  that  U.S. — and  at  the  the  same  time  lighten  a  bit  the  IMF's  load 
vould  assure  it  a  market  for  its  oil  in  a  world  of  lessening    south  of  our  border. 
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IN  GROUND  COMBAT,  ESPRIT  S  THE  NAME  OF  THE  GAME 


In  combat  units — in  any  military 
unit— it  takes  time  to  develop 
awareness  of  one  another's  capa- 
bilities, to  instill  a  sense  of  belong- 
ing, a  sense  of  esprit  de  corps.  At 
long  last  the  U.S.  Army  is  being 
organized  into  regiments,  and  new 
recruits  will  stay  with  the  same 
one  for  the  duration  of  their  hitch. 
That's  the  way  it's  been  in  Great 
Britain,  and  the  sense  of  loyalty 
and  strong  regard  for  the  honor  of 
their  regiments  is  legendary. 

The  present  personnel  turnover  rate  of  our  army  units  is 
so  high  as  to  render  them  relatively  ineffective. 

Distinctive  berets,  boots  and  badges,  when  they've  been 


PFC  Dennis  Forester  pins  new  crest  on  Sgt.  Rob- 
ert Eby,  as  their  unit  joins  the  newly  designated 
327th  Infantry  Regiment,  Fort  Campbell,  Ky. 


won  by  blood,  sweat  and  tears 
(which  can  be  as  near-real  in  train- 
ing as  in  battle),  have  a  power  and  a 
meaning  beyond  measure.  Just  puc 
in  the  hands  of  our  forces  some 
high-tech  weapons  that  have  been] 
proven  by  the  Israelis  in  combat, 
and  stop  holding  out  forever  foi 
something  even  better,  and  we'll 
have  a  fighting  force  that  is  a  force 
Our  Green  Berets,  101st  Air 
borne,  Rangers  and  our  Marines 
have  proven  to  be  on  a  par  with  tha 
most-storied,  most-heralded  elites  of  other  nations.  If  the 
regimental  concept  is  truly  implemented  and  not  jusl 
trumpeted,  our  army  will  be  an  infinitely  more  potent  force 


NOT  MANY  CAN  DIE 

having  done  as  much  good  as  Barney  Clark  did. 


THE  FLAP  OVER  VOLCKER'S  EFFORTS  TO  LOWER 

the  money  supply  is  nothing 


compared  with  the  controversy 
caused  by  Publisher  John  Fair- 
child's  efforts  just  13  years  ago 
to  lower  the  hemline.  An  illus- 
tration (shown  below)  accom- 
panying a  recent  U.S.  News  &) 
World  Report  feature  compar- 
ing and  contrasting  the  U.S.  of 
FDR's  day  with  Reagan's  today 
brought  this  seeming  non  sequitur  to  mind. 

The  battle  to  drop  the  miniskirt  to  midi  not  only 
rent  the  fashion  world  but  had  real  consequence  in 
the  business  world — textile,  garment  industry,  depart- 
ment stores,  and  the  banks  that  financed  these  major 
factors  in  the  U.S.  economy.  John  Fairchild  and  his 


Women's  Wear  Daily's  skirt- 
length  battle  were  front-page 
news  and  Time  cover  subjects. 
The  Fairchild  fashion  power, 
though  as  near-total  then  as  it 
is  today,  seemed  to  suffer  a 
reversal  as  the  male  caterwaul- 
ing halted  the  hemline  descent 

Paul  Volcker  John  Fairchild  at  the  knees. 

One  finally  won.  The  uproar  faded  as  m  due 

course,  the  hemline  unravelled.  For  better  or  for 
worse,  today  it's  not  the  midi  but  the  mini  that  raises 
eyebrows,  among  other  things. 

And,  for  better  or  for  worse,  Paul's  remaining  period 
of  prevailing  is  going  to  be  shorter  than  the  miniskirt 
ever  was. 


WWD  Front  Page,  1970 


1983's  style  (in  U.S.  News) 


197  O's  Mini 
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RESTAURANTS— G 

•  Zinno— 126  West  13th  St.  (Tel:  924-5182).  A  delight- 
ul,  unique  combination  of  good  Italian  food,  jazz-leaning 
;ombos,  very  spacious,  sparkling  space,  happy,  pronto 
t>ervice  and  reasonable  prices.  No  wonder  the  uptown, 
inidtown  and  downtown  cognoscenti  are  abundantly  pres- 
int  in  this  new  Greenwich  Village  restaurant. 

Auberge  Suisse— 153  East  53rd  St.  (Tel:  421-1420). 
Awhile  it  is  still  the  best  of  the  disappointing  restaurant  lot 
n  Citicorp's  towering  city  center,  that's  not  really  saying  a 
ot.  A  fine  hors  d'oeuvres  platter  of  crudites  and  splendid 
>aked,  fluffy  Gruyere  puffs.  Traditional  dishes  good  but 
lot  exceptional.  Service  slow. 

r  •  K.O.'s— 99  Bank  St.  (Tel:  243-0561)— is  no  knockout 
ks  a  steak  restaurant,  and  I'm  bewildered  by  the  raves  of 
iome  eminent  and  frequently  reliable  critics.  The  steak 
eminded  me  of  the  flavor  of  the  long-frozen  variety.  Not  a 
ingle,  simple,  baked  potato  in  the  whole  steak  house,  only 
:e-stuffed-baked,  after  the  potato  has  been  mixed  with 
hives  and  sour  cream.  The  pan-fried  spuds  were  luscious 
,o  look  at,  mealy  to  taste.  For  hors  d'oeuvres  a  couple  of 
iiuge  slabs  of  cheese-sprinkled,  flavorless  custard  billed  as 
:ucchini  frittata.  K.O.'s  has  a  stunning  look  and  rock 
'hrimp,  but  other  than  that,  forget  it. 

Washington  Street  Cafe— 433  Washington  St.  (Tel: 
■25-5119).  Manhattan's  TriBeCa  is  below  Soho,  which 
tcieans  it's  a  bit  below  the  salt  for  all  the  boutique-y 

TO  PUT  WHITE  WINE  AHEAD 

of  red  is  like  preferring  first  base  to  second. 


, (  , STOP 

eateries  that  flourish  around  the  now  very  high-priced  Big 
Apple  art  center.  This  friendly  and  attractively  unpreten- 
tious restaurant  is  an  oasis  in  what  is  a  dinner-time  desert. 
The  unvoluminous  menu  has  a  happy  variety  of  unhack- 
neyed dishes,  mostly  good. 

Tenbrooks— 62  Reade  St.  (Tel:  349-5900).  The  other 
TriBeCa  oasis  about  which  one  could  pretty  much  say 
ditto  to  the  above. 

•  The  Russian  Tea  Room— 150  West  57th  St.  (Tel: 
265-0947).  Long  famed,  here's  where  Show  Biz  biggies, 
agents  and  their  appendages  gather  for  serious  dealing — 
and  eating.  If  you're  into  borscht,  beef  Stroganoff  and 
blinis,  join  the  crowd. 

•  Chatfield's  —208  East  60th  St.  (Tel:  753-5070). 
Thanks  to  a  dozen  first-rate  movie  houses  within  the 
three  blocks  around  Bloomingdale's,  restaurant-hunting 
New  Yorkers  abound  in  this  area  of  the  Big  Apple.  With 
only  a  couple  of  exceptions,  it's  surprising  how  mediocre 
the  restaurants  are,  including  those  in  Bloomies  itself. 
Chatfield's  is  a  happy  exception.  Really  great  pasta- 
confirmed  by  my  expert-on-the-subject  dinner  guest.  The 
double-rib  lamb  chops,  spiced  by  some  Roquefort  in  the 
covering  sauce,  is  knockout  unique.  Available  wines  are 
inexpensive  but  too  few,  and  the  reds,  with  one  exception, 
are  all  too  fresh.  A  warm  atmosphere,  with  food  mostly 
up  to  the  prices. 

WHOEVER  DESIGNATED  SEASONS' 

first  days  certainly  knew  nothing  about  weather. 


BOOKS 


Megatrends — by  John  Naisbitt 
(Warner  Books,  $15.50).  With  star- 
tling clarity  John  Naisbitt  brings 
into  focus  America's  vast  underly- 
ing, long-undetected  shift  from  an 
industrially  dominated  economy  to 
one  where  high-tech  services  and  in- 
formation are  becoming  the  major 
elements  in  keeping  this  nation's 
:onomy  the  world's  most  consequential. 
xcerpts:  We  are  always  awaiting  the  new  magical  pill 
lat  will  enable  us  to  eat  all  the  fattening  food  we  want, 
.nd  not  gain  weight;  bum  all  the  gasoline  we  want,  and 
lot  pollute  the  ah;  live  as  immoderately  as  we  choose, 
\nd  not  contract  either  cancer  or  heart  disease. 

In  our  minds,  at  least,  technology  is  always  on  the  verge 
¥ liberating  us  from  personal  discipline  and  responsibil- 
\y.  Only  it  never  does  and  it  never  will.  The  more  high 
'.chnoiogy  around  us,  the  more  the  need  for  the  human 
mch.  .  .  .  As  computers  begin  to  take  over  some  of  the 
asics  of  education,  schools  will  more  and  more  be  called 
oon  to  take  responsibility  for  teaching  values  and  moti- 
mon,  if  not  religion. 


Gdrneuus 

RYAN 
KAIHRYN 
MORGAN 
RYAN  X 

FWATE 
BATTLE 


•  A  Private  Battle — by  Cornelius 
Ryan  and  Kathryn  Morgan  Ryan  (Si- 
mon &  Schuster,  $12.95) — is  the 
step-by-step  story  of  famed  author 
Ryan  (The  Longest  Day,  A  Bridge 
Too  Far)  from  the  day  he  learned  he 
had  cancer  to  the  day  he  died  of  it, 
four  and  a  half  years  later.  Using  his 
diaries,  his  wife,  a  well-known  au- 
thor herself,  tells  a  story  that  is  sadder  than  she  realizes — 
not  so  much  about  cancer's  tragic  course,  but  about  their 
relationships  with  their  children,  their  finances  and  his 
bitterness  toward  the  medical  profession  and  hospitals. 

Excerpt:  The  plague  of  prolonged  illness  is  the  constant 
tendency  one  has  toward  self-pity.  It  is  an  affliction  that  I 
try  harder  to  reject  than  the  physical  pains  which,  in  spite 
of  everything,  daily  intensify.  While  I  believe  that  90 
percent  of  the  battle  resides  in  one's  positive  state  of  mind 
and  a  strong  determination  to  win,  willpower  and  mood 
are  constantly  undermined  by  cancer.  It  erodes  not  only 
the  body  but  dignity  and  self-respect.  The  most  difficult 
art  to  perfect  is  the  art  of  being  ill  gracefully. 
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Other  Comments 

( Iften  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Men  in  White  Coats 

"Chrysler  has  made  the  most  re- 
markable recovery  ever  from  a  finan- 
cial point  of  view.  If  you  called  a  year 
ago  and  asked  odds  on  Chrysler  doing 
the  third-largest  equity  offer  a  year 
later,  you  would  have  gotten  either 
odds  of  10,000  to  1  or  the  men  in  the 
white  coats." 

— Robert  Altman, 
Lehman  Brothers  Kuhn  Loeb, 
to  the  New  York  Times 

Buckshot  from  Spinney 

The  crux  of  [Pentagon  analyst 
Franklin]  Spinney's  analysis,  titled 
The  Plans/Reality  Mismatch,  is  that 
the  Administration's  $1.6  trillion 
military  buildup  (which  would 
amount  to  $20,000  for  each  U.S. 
household  over  the  next  five  years)  is 
likely  to  be  underfunded  by  as  much  as 
30%.  This  means  that  unless  major 
new  weapons  are  eliminated  or  other 
drastic  changes  made,  the  final  bill 
may  be  $500  billion  more  than  expect- 
ed. The  latest  findings  are  a  sequel  to  a 
1980  Spinney  report,  Defense  Facts  of 
Life,  which  argued  that  the  pursuit  of 
complex  technology  has  resulted  in 
the  production  of  weapons  that  are 
high  in  cost,  few  in  number  and  ques- 
tionable in  effectiveness.  That  analy- 
sis gave  impetus  to  the  incipient  mili- 
tary-reform movement,  but  had  little 


impact  within  the  Pentagon.  Indeed, 
the  military  brass  has  taken  to  Spin- 
ney's findings  like  ducks  to  buckshot. 

— by  Walter  Isaacson,  Time 

Craw  Sex 

Austin,  Tex.  (AP) — A  resolution 
proclaiming  Mauriceville  as  "The 
Crawfish  Capital  of  Texas"  was  ap- 
proved today,  7-0,  by  the  House  Agri- 
culture and  Livestock  Committee. 
Committee  members  argued  briefly 
over  whether  to  refer  to  the  tasty  shell- 
fish as  crawfish  or  "crawdads."  Repre- 
sentative Robert  Saunders,  D-La 
Grange,  said  "crawdads"  was  a  sexist 
term  and  suggested  "crawpersons"  in- 
stead. Committee  members  agreed  to 
"crawfish"  as  a  compromise. 

— The  Orange  Leader,  Orange,  Tex. 

Faulty  Training? 

In  a  recent  poll,  one  out  of  three 
corporate  executives  said  they  think 
that  most  of  the  managers  in  charge 
don't  know  enough  about  technology 
and  do  not  push  innovation.  .  .  .  Da- 
vid Vogel,  who  teaches  in  the  School 
of  Business  Administration  at  the 
University  of  California  at  Berkeley, 
asks  the  provocative  question:  "Why 
are  the  nations  with  the  most  devel- 
oped systems  of  professional  manage- 
ment education,  the  United  States 


and  Great  Britain,  performing  so  poor 
ly,  when  two  nations  that  provide  al 
most  no  professional  managemen 
training,  Germany  and  lapan,  hav 
been  the  outstanding  successes  of  th 
postwar  period?" 

—Megatrends,  by  [ohn  Naisbit 


Laws  are  best  explained,  in 
terpreted  and  applied  bj, 
those  whose  interest  and 
abilities  lie  in  perverting 
confounding  and  eluding 
them. 

— Jonathan  Swift,  Gulliver's  Travels 


Buddies  Are  the  Kings 

In  the  stress  and  chaos  of  combat 
people  fight  less  for  "king  and  coun 
try"  than  for  their  buddies.  If  the  per 
son  next  to  them  is  not  a  buddy  but 
stranger,  they  are  more  apt  to  sit  ou 
the  fight  or  break  and  run. 

Cohesion  can  develop  only  when 
unit  contains  the  same  people  for  lonj 
periods.  It  takes  time  for  strangers  tc 
come  to  rely  on  one  another.  Today 
we  do  not  provide  that  time.  Mam 
Army  combat  companies  have  a  per 
sonnel  turnover  rate  of  25%  ever 
three  months,  the  highest  in  th 
world.  So  our  troops  remain  stranger 
to  one  another,  and  strangers  do  no 
fight  well  together. 

— Senator  Gary  Hart 
New  York  Times  Magazine 

Hold  One's  Seat 

A  commercial  traveler  from  Enl 
gland  arrived  at  the  Joint  Station  i< 
Aberdeen  one  Friday  afternoon,  t\ 
route  for  Maud.  With  time  to  spare,  hi 
boarded  the  Buchan  train,  found  ai 
empty  compartment  and  placed  hii 
briefcase  and  rolled  umbrella  on  a  con 
ner  seat  before  withdrawing  to  thi 
station  buffet  for  a  cup  of  tea.  Whei 
he  finally  returned  to  the  train  hi 
found  his  particular  compartmeni 
was  fully  occupied  with  solid  men  c 
the  soil,  his  briefcase  and  umbrelll 
now  dismissed  to  the  rack  above.  "Ea| 
cuse  me,  gentlemen,  when  a  man  putt 
his  briefcase  and  umbrella  on  a  seat  i 
rather  indicates  that  he  has  reservet 
that  seat — at  least  in  the  part  of  thi 
world  where  I  come  from."  Where 
upon  the  Buchan  farmer  in  the  cornel 
taking  his  pipe  out  of  his  mouth  an 
surveying  the  Sassenach  with  mea 
sured  disdain,  replied:  "Ah  weel,  mi 
mannie,  in  this  pairt  o'  the  world  it' 
arses  that  coont!" 
— A  Grain  of  Truth,  by  Jack  Webste 


"You  may  switch  to  the  less  expensive  wine  now." 
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>R  A  U.S.  CORPORATION  L( 
>R  A  NEW  OWNER, 
E  LOOKED  BEYOND  THE  I 


era 


he  owners  of  New  York  Twist  Drill, 
ooked  for  buyers  beyond  the 
icted  boundaries— and  found 
Laird  Group.  Ltd..  a  first-class  UK 
oration. 

Result:  a  successful  transatlantic, 
and  increased  liquidity  for  the 
)le  who  had  founded  New  York 


Twist  Drill  and  built  its  success  over  ."v 
past  30  years. 

One  .  example  of  how  Citicorp  s 
Capital  Markets  Group  looks  be\cnd 
borders  to  give  you  a  global  view — and 
widen  your  world  of  opportunities. 
Last  year  our  network  of  30  merger 
and  acquisition  professionals  closed. 


19  transactions  worth  more  tha^  $1.4 

'  For  mergers,  acquisitions  ano  di- 
vestitures, as  weft  as  'ong-tem  fi.ng- 
■raising--an.d  foreign  exchange,  facmg. 
■'nesimenf  and  adviso-y  ser\  ices 
look  to  Cjtico/p.  And  see  u 'v:r  ."v 
world  has  to  offer 


Citibank,  N  A  Member  FDIC 


CAPITAL  MARKE 


CITIBANK®  CITICORP 


DEMAND  WAS  GROWING.  SO  WERE  PRODUCTION  COSTS. 
INCREASED  PRODUCTIVITY  WAS  THE  SOLUTION. . . 
BUT  COULD  OUR  PEOPLE  ACHIEVE  IT? 

MAZDAS  126.4 


Anyone  who  has  watched 
Mazda  over  the  past  seven 
years  has  witnessed  something 
out  of  the  ordinary. 

An  extraordinary  increase 
in  productivity. 

Productivity  has  risen 
126.4%  as  production  volume 
climbed  from  19.3  vehicles 
per  employee  in  1975  to  43.7 
vehicles  in  1982. 

This  dramatic  ncrease  was 
our  solution  to  t  i       oblem  of 
gaining  control  >  action 
costs  which  begc  >iral 
rapidly  upward        g  the 
mid-'70s. 

Increased  prod         \  also 
a  llowed  us  to  satisf\        1  v  ing 
demand  for  our  pro 
markets  around  the  In 


By  helping  to  design  ivork  motion 
charts,  our  people  are  making  assembly 
line  operations  more  efficient. 

CY 1982,  this  demand  thrust 
Mazda  above  the  1.1  million- 
unit  mark  in  production,  and 
once  again  made  us  the  third- 
largest  automaker  in  Japan. 


A  MAJOR  REDUCTION 
OF  INVENTORY. 

Our  plan  to  increase  produc- 
tivity was  vast  in  scope.  Yet,  in 
essence,  it  was  but  an  effort  to 
reduce  costs  while  continuing 
to  produce  high  quality  auto 
mobiles  in  the  shortest  pos- 
sible time. 

Our  Operation  50  program 
is  one  example  of  this  effort.  I 
worked  to  reduce  our  invento: 
of  in-process  production  part 
and  materials  by  50%  over  a 
three  year  period.  And  con- 
tinuing efforts  have  resulted  ii 
even  further  reductions  as 
inventory  has  been  trimmed 
from  6.8  days  supply  in  1975  tc 
only  1.8  days  in  1982. 


• 


Inventory 
eduction 
esulted  in  a 
remendous 
avings  in 

.  xpenses.  It 

dso  revealed 

•.nags  in  the 

j»roduction 

process  which 

vould  have 
therwise 

;omained 
idden.  By  eliminating  these 
nags,  we  were  able  to  achieve 
significant  improvement  in 
oth  the  flow  of  production  and 

U  le  reliability  of  production- 
lated  equipment. 


INVENTORY 

REDUCTION 

MAY  1975 

6.8  DAYS 

N0V.1982  k 

1.6  DAYS  I 

Mazda  reduced 

inventory  73% 

since  1975. 

ANEW 
PRODUCTION  SYSTEM. 

wentory  reduction  ushered 
i  our  new  system  of  syn- 
hronized  production. 

We  no  longer  maintain 
irge  inventories  of  parts  and 


directly  to  the  production 
lines  without  any  ongoing 
inspection  on  our  part. 

PEOPLE  PROVIDED 
THE  SOLUTION. 

Our  people,  workers  and  man 
agement  alike,  figure 
prominently  in  our  effort 
to  increase  productivity. 

Since  1975,  they've 
contributed  more  than 
six  million  suggestions  to 
improve  productivity 
and  quality— and  more 
than  50%  of  their  ideas 
have  been  adopted. 
Nearly  2.6  million  sug- 
gestions were  generated 
in  1982  alone.  More  than 
were  received  by  any 
other  automaker  in  Japan. 

Sixteen  of  our  people  were 
also  selected  to  spearhead 
Mazda's  MM  Operation,  a  pro- 
gram which  finds  them  work- 
ing closely  with  production 


OLUTION 


materials.  Rather,  we  bring 
lese  forward  only  as  we  need 
tern,  and  schedule  them  to 
rrive  at  our  pro- 
uction  lines  just 
\  time  for  the  next 
:ep  in  the  manu- 
icturing  process. 

This  kind  of 
/nchronization 
emands  tight  co- 
rdination  between 
ur  various  divi- 
ons,  as  well  as 
etween  us  and 
ur  suppliers  and 
leir  subcontractors.  In  fact, 
11  of  our  domestic  suppliers 
nd  subcontractors  have  met 
ur  standards  for  in-house 
uality  control  and  now  deliver 


AUTOMOBILE  PRODUCTION 
IN  JAPAN  IN  1982 

Maker  Units 

1  Toyota 

3,144,557 

2  Nissan 

2,407,734 

3  Mazda 

1,110,164 

4  Honda 

1,020,078 

5  Mitsubishi 

969,445 

6  Suzuki 

603,153 

7  Subaru 

513,506 

8  Daihatsu 

464,245 

9  Isuzu 

404,871 

10  Hino 

61,445 

Mazda  is  Japan's 
third  largest  automaker. 

management  in  an  ongoing 
effort  to  spread  proven  produc- 
tivity methods  throughout 
the  production 
system.  And  their 
participation  has 
paid  dividends, 
both  in  terms  of 
improved  produc- 
tivity and  higher 
quality  standards. 


A  MORE 
PRODUCTIVE 
FUTURE. 


Our  goal  is  to  create  a  pro- 
duction system  that  is  capable 
of  responding  rapidly  to  shifts 
in  market  demand.  And  we've 
already  made  considerable  pro- 


gress toward  this  goal. 

For  example,  our  new  Hofu 
plant,  which  began  operation 
in  September  1982,  is  capable 
of  simultaneously  assembling 
nine  different  automobile 
body  types  in  three  different 


Robots  improve  productivity  and 
also  relieve  our  people  of  the  more 
odious  production  tasks. 

model  variations.  And  with 
155  computer-controlled  robots, 
Hofu  clearly  represents  the 
state-of-the-art  in  terms  of 
automation  and  production 
flexibility. 

But  while  automation  has 
become  increasingly  important 
to  production  operations,  our 
people  will  continue  to  play 
the  essential  role. 

The  people  at  Mazda  are 
committed  to  producing  the 
highest  quality  products  at  the 
lowest  possible  cost,  and  in 
the  shortest  possible  time. 

And  our  126.4%  solution 
to  the  problem  of  controlling 
production  costs  is  powerful 
evidence  that  this  commitment 
is  being  fulfilled. 


FREE  1982  ANNUAL  REPORT 

We'd  like  you  to  know  more  about  Mazda. 
For  a  free  copy  of  our  1982  Annual  Report, 
just  send  your  name,  address,  city,  state 
and  zip  code  to  the  address  shown. 

Mailing  &  Marketing  Inc. 
670  North  Batavia  St.,  Orange,  CA  92668 
Attn:  Mazda  Annual  Report  Offer 


SEEK OUT NEW HORIZONS 
AT  THE  POST  OFFICE. 


By  collecting  U.S.  stamps  you  can  begin  a  journey  that 
will  last  a  lifetime.  You'll  meet  famous  people.  Discover  new 
places.  Enjoy  great  times  that  you'll  be  able  to  share  with 
loved  ones  for  years  to  come. 

And  there's  no  better  way  to  begin  experiencing  the 
fun  of  stamp  collecting 
than  with  the  beautiful 
block  of  four  stamps  com- 
memorating the  historical, 
scientific  and  competitive 
spirit  of  ballooning. 


You'll  capture  it  all.  From  Intrepid's  reconnaissance 
flights  during  the  Civil  War  and  Explorer  lis  research 
explorations,  right  up  to  today's  amazing  sport  of  hot- 
ballooning. 

So  land  at  the  Post  Office.  Every  few  weeks  you  c 

look  forward  to  a  new 
Commemorative  stam\ 
that  lets  your 
imagination  soar. 

U.  5.  Postal  Sen 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WOULD  YOU  BELIEVE  IT?  BRITAIN  IS  TURNING  AROUND 


London — You  don't  hear  talk  anymore  about  the  "Brit- 
sh  disease."  With  a  little  luck,  in  fact,  this  perennial  sick 
nan  of  the  industrial  world  could  become  a  minor  eco- 
nomic miracle  in  the  years  ahead. 
The  reason  for  this  extraordinary  turnaround  is  Mrs. 
hatchet,  Who,  for  all  of  her  faults  and  false  starts,  has 
dramatically  changed  the  rules  of  the  game — for  the  better. 

Don't  be  misled  by  the  tumbling  pound  on  the  foreign 
xchange  markets.  It  has  little  to  do  with  fundamentals, 
terling  was  grossly  overvalued,  in  large  part  because  of 
4orth  Sea  oil.  Two  years  ago,  everyone  thought  petroleum 
rices  could  only  rise.  The  pound  was  pulled  up  in  this 
uphoria,  even  though  North  Sea  taxes  account  for  only 
%  of  U.K.  budget  revenues. 

Otherwise,  the  symptoms  are  good.  A  straw  in  the  wind: 
or  the  first  time  since  World  War  II,  the  average  interest 
ate  last  year  on  20-year  British  government  bonds  was 
slightly  lower  than  equivalent  U.S.  bonds. 

Her  Cure  Is  Working 

Mrs.  Thatcher  has  put  British  industry  through  the 
tranger.  Manufacturing  output  today  is  not  far  below 
/hat  it  was  irt  1978,  but  manufacturing  employment  is 
own  almost  25%.  In  1981-82,  with  the  economy  in  steep 
ecession,  British  productivity  went  up  an  astonishing  7% 
d8%. 

Recessions  balloon  budget  deficits,  but  the  U.K.'s  short- 
ill  is  now  the  smallest,  proportionately,  in  the  West.  After 
shaky  start,  the  Prime  Minister  and  her  cheerfully  dog- 
ed  Chancellor  of  the  Exchequer,  Sir  Geoffrey  Howe,  have 
otten  a  gdod  grip  on  government  spending.  Inflation  is  the 
)west  among  economies  today,  except  for  Switzerland 
id  the  U.S. 

There  are  other  good  portents.  Although  the  sceptered 
le  lags  behind  Japan  and  the  U.S.  in  developing  and 
aplying  high  technology,  it  is  ahead  of  continental  Eu- 
)pe.  The  Tories  have  provided  incentives  for  individuals 
d  invest  in  new  ventures,  and  there  is  a  market  now  for 
lew  unlisted  securities. 
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While  bankruptcies  aire  at  record  levels,  So  are  new 
company  formations,  a  vital  sign  of  the  creativity  and 
entrepreneurship  Britain  so  badly  needs  to  reduce  its  enor- 
mous unemployment. 

British  managers  are  learning  to  manage,  and  workers 
now  realize  that  jobs  and  wages  are  dependent  upon  a 
sound  economy.  As  the  brilliant  chief  of  the  General 
Electric  Corp.,  Lord  Weinstock,  told  this  writer,  "Manag- 
ers have  got  back  a  lot  of  their  self-respect  and  self- 
confidence.  Organized  labor  is  less  obstinately  hostile  to 
change.  There  is  a  far  more  cooperative  attitude." 

The  key  factors  in  changing  the  economic  face  of  Britain 
were  Mrs.  Thatcher's  income  tax  cuts  of  1979  (which 
meant  executives  could  be  paid  more  in  cash  than  in 
perks),  her  abandonment  of  rigid  monetarism  irt  1981 
(Volcker  followed  suit  a  year  later,  which  enabled  our 
stock  and  bond  markets  to  rally,  just  as  they  had  done  in 
Britain),  reduced  subsidies  for  nationalized  industries  and 
the  growing  incentives  for  venture  capital. 

True,  unemployment  is  unnervingly  high,  over  13%. 
But  this  level  is,  sadly,  not  far  out  of  line  with  the  rest  of 
Europe  and  will  start  falling  at  a  faster-than-anticipated 
pace  as  the  U.K.'s  economic  recovery  picks  up  steam  later 
this  year. 

Don't  Blame  Character 

Many  observers  still  make  much  of  how  the  British 
"character"  hobbles  this  country's  ability  to  compete  ef- 
fectively. Maybe  so,  but  there's  nothing  in  it  that  can't  be 
overcome  by  good  manageftient,  as  the  Japanese  have 
shown  in  the  manufacturing  facilities  they've  opened 
here.  Productivity  has  been  spectacular. 

Until  recently,  British  executives  had  little  incentive  to 
do  what  they  should  have  been  doing,  thanks  to  the 
absurdly  high  income  tax  rates  that  existed  before  Mrs. 
Thatcher  took  office. 

For  all  the  problems  still  plaguing  this  economy,  fhe 
outlook  is  better  than  it  has  ever  been  in  the  post-World 
War  II  period. 
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Howdoyou 
become  a  Seligman  clientr 
*  Until  now; 


with  some 
difficulty 


It  is,  in  the  rarefied 
world  of  money  manage-  II 
ment,  somewhat  unique  to  become  quite  successful  oa 
and  at  the  same  time  remain  somewhat  unknown. 
We  ve  managed  to  do  it.  For  118  years.  I 
Not  that  we  ve  minded— too  much.  A  reason- 
able amount  of  anonymity  can,  after  all,  convey  a 
certain  amount  of  distinction. 

However,  after  years  of  quietly  going  about  ou 
business,  we  decided  it  was  time  to  become  better 


d 
it 

i 

21. 


lown  and  easier  to  become  a  Seligman  client. 

What  we  do  is  manage  money— over  $4  billion 
l  assets  in  two  groups.  A  select  group  of  private 
iccounts,  which  we  manage  separately  for  individ- 
:ds,  corporations  and  institutions;  and  a  program 
f  quality  investment  funds. 

;j  When  it  comes  to  guidance  and  growth  in  the 
management  of  their  money  a  distinguished  group 
f  clients  look  to  Seligman. 

If  youVe  interested  in  the  areas  of  our  expertise, 
lie  want  to  make  it  much  easier  for  you  to  become 
i  client.  Just  call  or  write  Ron  Schroeder,  our 
Resident.  Outside  of  New  Y)rk  State  the  number 
i  (800)  221-7844;  in  New  York  State  please  call 
1 12)  432-4000. 


J.  &W  Seligman  &  Co.  Incorporated 

One  Bankers  Trust  Plaza.  New  York,  N.Y  10006 


Not  to  mention  fast.  That's  because  Pitney  Bowes  has  a  network  of  over  600  sales  and 
service  centers  across  the  U.S.  and  Canada,  staffed  with  service  people  trained  to  service 
our  complete  line  of  office  copiers,  from  economy  desk-top  models  to  full-feature  con- 
soles. Since  1920,  we've  made  it  our  business  to  make  great  mailing  and  office  products 
and  stand  behind  them.  So  if  your  copier  develops  a  little  headache,  just  call  Pitney 
Bowes.  For  fast,  fast,  fast  relief. 

IP  Pitney  Bowes  Copiers 

For  more  information,  call  toll  free  anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855)  Or  write  Pitney  Bowes,  1719  Crosby  Stre. 
Stamford,  Connecticut  06926  Over  600  sales  and  service  points  throughout  the  U  S  and  Canada  Mailing  Systems,  Copiers  Word  Process^ 

Dictating  Systems,  Facsimile  Systems.  Business  Forms  and  Office  Supplies 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Profit  gains 
will  be  modest 
but  they  aren't 
the  whole  story 


Rebuilding  liquidity 
comes  first,  then 
capital  spending 


Moving  from  a 
vicious  cycle  into 
a  virtuous  cycle 


CASH  FLOW  IS  THE  KEY 

Corporate  profits  will  rise  by  at  least  15%  this  year,  a  modest 
figure  that  scarcely  explains  the  exuberance  of  the  stock  market. 
There's  more,  however.  American  business  will  be  healthier  in  1983 
than  that  15%  suggests.  The  big  gain  will  come  in  cash  flow,  a  less 
prominent  but  basically  more  important  yardstick. 

Cash  flow  is  made  up  primarily  of  retained  earnings  plus  depreciation. 
Depreciation  allowances  were  liberalized  by  the  1981  tax  reform  act. 
Commerce  Department  numbers  suggest  that  in  1983  the  reforms  will 
allow  corporations  to  retain  about  $18  billion  that  would  otherwise 
have  gone  to  the  government.  This  enrichment  of  cash  flow  in  combi- 
nation with  the  strict  limits  most  companies  are  putting  on  capital 
spending  should  lead  to  a  rapid  improvement  in  corporate  liquidity. 
The  trend  is  already  under  way.  In  last  year's  final  three  months,  says 
Manufacturers  Hanover's  economist  Marc  Goloven,  cash  flow  exceed- 
ed corporate  outlays  by  $7  billion  at  an  annual  rate — the  first  corporate 
surplus  since  1975's  fourth  quarter  and  only  the  fourth  time  in  any 
quarter  since  1964  that  cash  flow  exceeded  business  outlays. 

Cash  flow  will  be  way  up  this  year  for  two  other  reasons  as  well: 
heavy  inventory  liquidation  and  cutbacks  in  overhead.  Thus  the  stage 
is  slowly  being  set  for  an  improvement  in  capital  spending.  The  drama 
will  unfold  like  this:  Consumers  will  lead  the  recovery  this  year.  When 
their  spending  starts  to  ebb,  business  outlays  will  pick  up  the  slack. 
That  should  be  in  early  1984. 

In  the  meantime,  the  quality  of  corporate  earnings  will  improve. 
"Speculative  inventory  profit  caused  by  high  inflation  will  become 
rarer,"  points  out  Data  Resources  economist  Allen  Sinai.  In  short,  with 
inflation  running  at  10%  and  higher,  profits  looked  much  better  than 
they  really  were. 

All  this  helps  explain  why  the  dreaded  "crowding  out"  situation  will 
not  materialize.  Business  will  be  generating  internally  much  of  the 
money  it  needs,  and  thus  heavy  Treasury  borrowing  won't  send  inter- 
est rates  climbing  again.  The  trend  of  interest  rates  remains  down. 

In  short,  the  capital  markets  are  emerging  from  a  vicious  cycle 
into  a  virtuous  cycle:  The  financial  markets  will  enjoy  stability  as  rates 
gradually  slip.  That,  in  turn,  will  prompt  corporations  to  swap  short- 
term  debt  for  equity  and  bonds.  The  elimination  of  short-term  borrow- 
ings will  increase  cash  flow,  which  will  put  further  downward  pressure 
on  rates  even  as  capital  spending  picks  up.  As  the  economy  improves, 
so  will  the  flow  of  federal  revenues,  and  the  deficit  will  narrow.  No,  we 
are  not  entering  the  Promised  Land,  but  we  do  seem  to  be  entering  a 
period  of  relatively  stable  prosperity,  which  could  well  last  throughout 
the  1980s.  Before  1969  the  corporate  pretax  rate  of  return  was  around 
20%.  By  last  year,  it  had  fallen  to  less  than  half  that  level.  What's 
Ahead  thinks  that  long-term  trend  has  finally  reversed. 
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The  Forbes  Index 


Forbes  Index 
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Lengthening  the  string.  The  Forbes  Index  has  risen  for 
the  seventh  time  in  a  row.  Contributing  to  the  1.6%  gain 
was  a  decline  in  unemployment  claims,  which  fell  for  the 
third  consecutive  month.  In  the  latest  reporting  period, 
there  were  over  20%  fewer  claims  than  in  December  1982. 

Good  news  also  came  from  the  inflation  front,  where 
reports  of  victories  are  becoming  routine.  The  Consumer 
Price  Index  showed  no  gain  at  all,  while  the  service  sector 


index  posted  a  scant  0.3%  rise.  Manufacturers'  new  orders 
were  off  3.2%  after  jumping  by  5.7%  in  January.  Inven- 
tories are  still  being  liquidated,  having  fallen  0.3%. 

The  best  evidence  that  the  recovery  is  for  real,  however, 
comes  from  consumer  installment  credit  outstanding. 
This  category,  which  includes  automotive  and  revolving 
credit,  mobile  home  loans  and  others,  increased  by  0.9%, 
compared  with  a  0.7%  gain  during  the  previous  month. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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HOOD,  NOT  ON  IT. 


Cars  and  people  have  in  common 
-  very  human  tendency  to  celebrate 
'hat  they  do  best. 

So  the  exact  nature  and  location 
f  these  celebrations  can  be  quite 
Bvealing. 

It's  worth  noting,  then,  that  the 
MW  733i  is  equipped  with  no 
hrome  ornaments  or  other  such  sac- 
aments  of  self-congratulation. 

It  wears  its  priorities  not  on  its 
ood,  but  in  places  less  apparent- 
id  far  more  consequential. 

PERFORMANCE  FAR  BEYOND 
THE  SUPERFICIAL 

Beneath  a  thick  shell  of  steel  and 
lultilayered  paint,  the  733i  is  the 
kchnological  opposite  of  superficial. 

It  shuns  big-bore  V-8's  in  favor  of 
Ifuel-injected  in-line  six,  one  in  which 
every  cubic  centimeter  is  squeezed 
br  the  ultimate  output"  (AutoWeek). 

The  squeezing  is  accomplished 
ectronically.  A  system  called  Digital 
1otor  Electronics  uses  a  micro- 
rocessor  to  ensure  that  ignition 
bcurs  at  the  optimum  moment  for 
ptimum  performance, 
i  Another  electronic  system  helps 


you  drive  with  optimum  efficiency. 
The  733i's  analog  fuel  economy  in- 
dicator reports  back  your  actual  mpg 
figures,  so  you  can  adjust  accordingly 

Meanwhile,  an  onboard  computer 
keeps  tabs  on  such  information  as 
the  distance  remaining  to  your  desti- 
nation. And  a  Service  Interval  Indica- 
tor even  calculates  when  routine 
service  is  needed. 

(All  the  while,  of  course,  BMW  pro- 
tects your  investment— with  a  3-year/ 
36,000-mile  limited  warranty  and 
a  6-year  limited  warranty  against  rust 
perforation") 

This  same  preference  for  the  sub- 
stantive over  the  superficial  distin- 
guishes the  passenger  compartment. 
With  orthopedically-designed  leather 
bucket  seats,  an  economically 
engineered  instrument  panel,  and  vir- 
tually every  other  functional  amenity 
imaginable. 

These  and  other  feats  of  engineer- 
ing serve  a  purpose  higher  than 
enabling  the  car  to  delight  in  its  own 
sophistication.  The  purpose  is  fun— 
the  sort  of  pulse-quickening  per- 
formance that,  in  the  words  of  Car 


i  applies  to  automobiles  purchased  from  authorized  U  S  BMW  dealers  only  See  your  BMW  dealer  for  details  'Manufacture 
r.  Price  excludes  state  and  local  taxes,  dealer  prep,  destination  and  handling  charges  ©  1983  BMW  of  North  America.  Inc 
can  be  arranged  through  your  authorized  U  S  BMW  dealer 


and  Driver,  "can  take  a  limited  amount 
of  time  and  turn  it  into  an  experience 
to  be  savored  for  always." 

A  CONSPIRACY  OF  SCARCITY. 

At  $35,000  each, simple  econom- 
ics prevent  the  733i  from  becoming 
a  car  for  mass  consumption 

Its  technological  refinements  have 
the  same  effect.  As  does  the  pre- 
dictably time-consuming  process  of 
creating  such  a  car— resulting  in  an 
output  so  limited  that  far  less  than 
one  percent  of  all  luxury  cars  offered 
in  America  this  year  will  be  733 i's. 

All  these  factors  conspire  to  se- 
verely limit  supply— and,  ironically,  to 
ensure  heavy  demand .  Last  year,  as 
in  all  previous  years,  there  were  more 
would-be  733i  buyers  than  there 
were  733i's. 

So  if  you're  in  the  market  for  an 
elegant  luxury  sedan  that  performs, 
we  suggest  you  act  while  there  still  is 
a  market. 

You  can  do  so  by  visiting 
your  nearest  BMW  dealer, 
who  will  be  happy  to  arrange 
a  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE. 

r's  suggested  retail  price  $34,300  Actual  price  depends 
The  BMW  trademark  and  logo  are  registered  European  Tourist 
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Two 

Great  Raidots 
Get  TcxjEiherTo 
Make  A  New  Winner 

For  Shippers. 


Norfolk  Southern 
Corporation  brings 
together  the  strengths 
of  two  superb  railway 
systems — Norfolk  and 
Western  and  Southern. 

And  what  a  bonanza 
this  consolidation  holds 
for  shippers.  Now  there  are 
18,000  miles  of  single-system  track. 
Shipments  spend  less  time  in  yards, 
more  time  on  the  go. 

Now  there  is  single  system  serv- 
ice. Shippers  deal  with  one 
company.  Communicate  with  one 
experienced,  efficient  freight  expert. 
Now  there  are  new  gateways 


to  avoid  congestion. 
Freight  travels  on  the 
most  direct  routes,  often 
saving  hundreds  of  need- 
less miles  of  rambling. 
Which  means  saving  time 
and  money  as  well. 

Shorter  transit  times. 
More  efficient  handling. 
At  no  increase  in  distribution  cost. 

That's  what  you  call 
Thoroughbred  service. 
A  sure  winner  for  shippers. 
We  have  86  sales  offices  around 
the  country.  For  more  information 
call  your  local  Norfolk  Southern 
sales  office. 


NORFOLK 
PjtSOUTHERN 


The 

Thoroughbred 


1983,  Norfolk  Southern  Corporation,  P.O.  Box  3609  Norfolk,  Virginia  23514-3609. 


Forbes 


The  accountants  audit  and  the  investment 
bankers  exercise  due  diligence,  but  fre- 
quently the  public  gets  taken  anyhow. 


In  whom  do 
we  trust? 


By  Richard  L.  Stern 

Accountants  cannot  be  the  po- 
licemen of  corporate  America, 
i  says  Norman  Klein,  managing 
partner  of  Denver-based  Fox  &  Co., 
the  nation's  12th-largest  accounting 
firm.  Does  Klein  sound  defensive? 
Well  he  might.  Fox  &  Co  has  been  the 
independent  auditor  for  O.P.M.  Leas- 
ing, Saxon  Industries  and  Flight 
Transportation,  three  of  the  biggest 
corporate  scandals  in  recent  years. 

Klein  says  litigation  prevents  him 
from  commenting  about  the  three 
companies.  So  why  this  talk  of  police- 
men? Klein  is  trying  to  make  a  point. 
It  is  that  corporate  executives,  if  they 
truly  want  to,  can  find  ways  to  hide 
things  from  the  most  comprehensive 
of  audits.  Maybe  so,  but  the  Securities 
&.  Exchange  Commission  apparently 
is  not  persuaded.  Informed  sources 
tell  Forbes  that  the  SEC  is  preparing 
an  action  against  Fox  and  one  or  more 
former  Fox  employees. 

If  the  auditor  indeed  has  a  police 
role  to  play,  Fox,  formerly  Elmer  Fox, 
Westheimer  &  Co.,  has  played  it  bad- 
ly, not  only  in  one  case  but  in  several. 
When  it  is  released,  the  O.P.M.  report 
by  trustee  James  Hassett,  working 
with  Washington  attorneys  Stephen 
Black  and  Arthur  Mathews,  promises 
to  be  one  of  the  most  closely  detailed 
documents  of  modern  corporate  fraud 
since  Equity  Funding. 

It  likely  will  set  o*f  major  argu- 
ments and  much  soul-searching  about 
whether  there  is  adequate  protection 
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for  investors,  and  for  moneylenders, 
in  the  current  system  of  auditing  by 
independent  accounting  firms.  Not 
only  are  the  auditors  on  trial.  So  are 
investment  bankers,  upon  whose 
word  both  investors  and  lenders  fre- 
quently make  investing  or  lending  de- 
cisions. In  the  O.P.M.  bankruptcy  and 
fraud,  some  distinguished  names  re- 
portedly paid  out  some  $75  million  in 
a  settlement  with  private  placement 
lenders  who  suffered  serious  losses 
when  O.P.M.  went  under.  Among 
them:  Lehman  Brothers  Kuhn  Loeb; 
attorneys  Singer  Hutner  Levine  &. 
Seeman;  Rockwell  International;  and, 
of  course,  Fox  &  Co. 

O.P.M.  is  a  New  York-based  com- 
puter-leasing firm  that  collapsed  un- 
der the  weight  of  a  $200  million  fraud. 
The  examiner's  report  is  under  lock 
and  key.  But  papers  already  public  in 
the  case  allege  that  former  Fox  partner 
Stephen  Kutz  was  more  than  an  inno- 
cent bystander.  Price  Waterhouse, 
hired  to  redo  the  O.P.M.  books,  con- 
tends that  Kutz  failed  to  conform 
with  Financial  Accounting  Standards 
Board  GAAP  rules  on  booking  com- 
puter sales  leasebacks.  That  violation 
of  accounting  standards  enabled  a  ba- 
sically insolvent  company  to  show 
paper  profits.  Contained  among  the 
piles  of  documents  studied  by  the 
trustee  is  a  memo  from  the  law  firm 
Singer  Hutner  on  a  meeting  with 
Kutz,  in  which  he  explains  how  he 
would  interpret  accounting  rules  to 
produce  $5  million  in  increased  in- 
come and  retained  earnings  for  1976. 


O.P.M.'s  Ponzi  game  has  been  de- 
tailed in  great  length  in  the  financial 
press.  It  involved  the  leasing  of  com- 
puters such  as  IBM  systems  to  corpo- 
rations like  Rockwell  International 
and  American  Express.  It  was  run  by 
President  Mordecai  Weissman  and 
Executive  Vice  President  Myron 
Goodman,  his  brother-in-law,  from  a 
posh,  modern,  lower-Manhattan 
headquarters.  Their  desks  in  side-by- 
side  offices  were  mounted  on  daises, 
the  better  to  intimidate  visitors.  Pre- 
sumably, in  case  he  felt  a  bit  tired 
from  his  business  exertions,  Weiss- 
man  could  retire  to  a  queen-size  bed 
that  emerged  from  the  lower  drawer 
of  a  cabinet. 

To  raise  cash  to  finance  the  com-' 
puters  and,  as  it  turned  out,  their  life- 
styles, the  partners  engaged  in  sale 
and  leaseback  arrangements  with  in-! 
vestors  who  got  the  benefits  of  the  tax 
credits.  From  March  1978  to  Septem- 
ber 1980  Lehman  Brothers  Kuhn  Loeh 
arranged  most  of  the  debt  financing 
for  these  deals.  Lehman,  according  to 
the  records,  collected  $2.5  million  in 
fees  from  O.P.M. 

Isn't  all  this  accepted  practice?  Yes^ 
but  there  was  more  to  it.  Unfortunate- 
ly, many  of  the  computers  and  leases 
existed  only  on  paper.  Inquiries 
mailed  to  the  computer  users  at  ran- 
dom by  Fox— standard  audit  proce- 
dure— would  have  uncovered  this. 
But  according  to  testimony  by  Good- 
man, Fox  allowed  him  to  screen  the 
confirmations  first.  Fox  denies  that. 

O.P.M.  showed  losses  through  1975 
for  every  year  since  its  founding  in 
1970.  Indeed,  financials  for  the  yeai 
ending  Nov.  30,  1975  show  insolven- 
cy— a  net  worth  deficit  of  $65 1 , 524  foi 
Cali  Trading  International,  the  hold- 
ing company  for  O.P.M.  Who  wouk 
trust  money  to  an  outfit  like  that? 

That  was  where  Kutz  of  Fox  &  Co 
came  in.  He  turned  red  ink  to  blacfc 
simply  by  booking  in  the  first  year  al. 
the  lease  income  that  would  be  paic 
over  the  life  of  the  machines.  Hence 
the  $60,000  profit  generated  in  a  six 
year  deal  would  be  booked  as  incomt 
as  soon  as  it  was  inked.  This  became 
known  by  the  auditors  and  lawyer: 
who  recently  redid  the  books  as  tfy 
"Kutz  method." 

The  best  that  could  be  said  for  tin 
Kutz  method  was  that  it  was  based  oi  ft 
extremely  optimistic  assumptions.  In 
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fact,  the  O.P.M.  leases  contained  con- 
tingency clauses  that  allow  users, 
after,  say,  the  fourth  year,  to  turn  the 
computers  back  to  O.P.M.  for  a  vari- 
ety of  reasons,  including  outmoded 
equipment.  In  that  case  O.P.M.  would 
assume  the  full  cost  of  the  remaining 
payments  on  the  equipment.  And,  in- 
deed, that  happened  with  increasing 
frequency  in  the  late  1970s. 

The  Fox-certified  report  for  the  pe- 
riod ending  Dec.  31,  1976  shows 
O.P.M.  with  a  positive  net  worth  of 
$724,273.  And  things  were  going  to 
get  a  lot  better.  Under  the  Kutz  meth- 
od, O.P.M.  in  1977  showed  net  in- 
come of  $1.3  million  and  retained 
earnings  of  $2.2  million.  Restated  by 
Price  Waterhouse  under  GAAP  stan- 
dards, income  becomes  a  loss  of  $9.4 
million,  and  retained  earnings  turns 
into  a  deficit  of  $13.7  million.  Simi- 
larly, "Kutz  method"  net  income  for 
1978  is  $1.7  million,  compared  with 
PW's  restated  $17.8  million  loss. 
Kutz'  retained  earnings  of  $3.9  mil- 
lion becomes  a  net  worth  deficit  of 
$31.5  million. 

Other  peculiar  things  were  happen- 


ing  with  the  books.  The  balance 
sheets  for  the  13-month  period  ending 
Dec.  31,  1976  show  an  asset  item  of 
$9.7  million  as  a  receivable  from  Dav- 
Na.  Dav-Na?  It  was  an  affiliated  part- 
nership that  served  as  a  vehicle  to 
reduce  Weissman's  and  Goodman's 
personal  income  taxes  and  to  drain 
cash  from  O.P.M.  in  the  form  of  giant 
loans  to  Goodman  and  Weissman. 

Fox  prepared  for  the  two  partners, 
but  never  released,  financial  state- 
ments for  Dav-Na,  which  show  it  was 
insolvent  with  a  deficit  net  worth  of 
$405,971  in  1976.  But  while  Dav-Na 
was  worse  than  broke,  O.P.M.'s  books 
for  1978  show  an  asset  item  of  $9.7 
million  of  receivables  from  Dav-Na. 
Attorney  Mathews  notes  in  an  affida- 
vit filed  with  the  U.S.  Bankruptcy 
Court  in  New  York,  "The  [O.P.M.'s] 
1980  financial  statements  do  not  ac- 
count for  or  otherwise  disclose  that 
since  February  1979  O.P.M.'s  books 
and  records  reflected  as  assets  over 
$100  million  of  fictitious  and  other- 
wise fraudulent  leases  with  Rockwell 
international  Corp.  and  other  les- 
sees." 


O.P.M  Leasing's  Goodman  ( left)  and  Weissman 

Where  were  the  "independent"  certified  public  accountants? 


While  all  this  was  going  on,  where 
were  the  "independent"  certified  pub- 
lic accountants? 

In  late  October  1980  Kutz  left  Fox 
to  form  a  partnership  with  Arthur  Ro- 
govin,  a  Fox  partner  on  the  Saxon  ac- 
count and  a  third  Fox  alumnus.  One 
needn't  be  a  detective  to  note  certain 
similarities  in  the  fraudulent  book- 
keeping involved  in  the  two  cases 
(Forbes,  May  24  and  July  19,  1982). 
Indeed,  Rogovin  is  one  of  a  number  of 
Fox  partners  and  former  partners  be- 
ing sued  by  Saxon  itself  and  bank 
creditors.  In  suing  Fox,  the  bank  credi- 
tors have  charged  that  its  audits  of 
Saxon  did  not  conform  with  GAAP. 
Saxon  employees  have  testified  about 
audits  of  the  copier  division,  in  which 
Fox  officials  neither  personally 
checked  the  inventories  nor  entered 
the  plant.  The  auditors  denied  that. 
Still,  Saxon  examiner  attorney  Arthur 
England  in  his  report  adds  that  em- 
ployees called  the  audits  "a  joke." 

Another  Fox  partner  charged  in  Sax- 
on suits  was  Morton  Berger.  Fox  had 
established  its  presence  in  New  York 
by  acquiring  his  old  firm,  West- 
heimer,  Fine,  Berger  &  Co.  A  former 
member  of  that  firm,  Stanley  Lurie, 
became  chairman  and  chief  executive 
officer  of  Saxon  and  was,  according  to 
testimony  by  Saxon  employees,  the 
chef  in  the  cooking  of  Saxon's  books. 

It  could  be  said  that  Fox  &  Co. 
simply  had  the  bad  luck  to  acquire 
Westheimer,  Fine,  Berger  &.  Co.  But 
this  would  not  explain  the  situation 
with  Flight  Transportation,  an  air 
charter  client  handled  by  Fox'  Minne- 
apolis office.  Flight  Transportation  re- 
ceived certification  by  Fox  for  its  1981 
financials.  According  to  SEC  charges, 
revenues  for  the  year  were  overstated 
by  "at  least  $14  million,"  and  cash 
and  short-term  investments  by  $2 
million.  But  sworn  affidavits  by  Flight 
employees  testify  that  the  company 
never  handled  the  volume  of  charters 
that  could  have  produced  those  rev- 
enues. More  bad  luck  for  Fox?  Per- 
haps. Drexel  Burnham  Lambert,  one 
of  the  lead  investment  bankers  for  a 
new  Flight  issue  in  early  June  of  1982, 
only  two  weeks  before  the  company 
collapsed,  has  argued  that  it  depended 
upon  the  certification  from  Fox  &  Co. 
Can  they  get  off  the  hook  simply  by 
claiming  to  have  been  misled  by  audi- 
tors? Is  it  reasonable  to  assume  that  a 
due  diligence  study  would  have  un- 
covered the  fraud? 

Similar  questions  arise  for  Lehman 
Brothers  in  the  O.P.M.  case.  Lehman 
was  sued  by  private  placement  lend- 
ers alleging  it  knew  that  O.P.M.'s  fi- 
nancial problems  were  serious.  Leh- 
man has  denied  that,  saying  it,  too, 
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depended  upon  the  Fox  &  Co.  audits 
as  well  as  Goodman,  Weissman  and 
Singer  Hutner. 

But  don't  investment  bankers,  for 
the  huge  fees  they  get,  have  additional 
responsibility  to  verify  the  facts?  The 
suits  against  Lehman  charged  that  by 
late  1979  O.P.M.  books  and  records 
were  in  great  disarray.  Indeed,  at  Leh- 
man's urging,  O.P.M.  hired  Coopers 
&  Lybrand  to  redesign  O.P.M.'s  ac- 
counting and  administrative  proce- 
dures. For  the  first  seven  months  of 
1980  Lehman  attended  weekly  meet- 
ings with  Coopers.  There  is  the  fact 
that  Lehman  served  both  as  a  finan- 
cial adviser  and  investment  banker  to 
O.P.M.  There  are  other  facts.  Lehman 
knew  O.P.M.  was  indicted  and  con- 
victed by  the  federal  government  in 
the  spring  of  1980  for  check  kiting. 
Lehman  contends  that  the  lenders 
were  sophisticated  investors  and  the 
investors'  concern  was  with  the  fi- 
nancial worthiness  of  computer  les- 
sees like  Rockwell  and  American  Ex- 
press, not  O.P.M. 

By  1980,  users  had  returned  equip- 
ment on  which  O.P.M.  had  to  assume 
the  financing,  and  many  O.P.M. 
checks  were  being  returned  for  insuf- 
ficient funds.  Despite  the  problems, 
Lehman  continued  to  arrange  debt  fi- 
nancing for  O.P.M.  through  the  sum- 
mer of  1980.  In  total,  it  placed  $390 
million  of  permanent  financing  dur- 
ing the  30  months  it  worked  for 
O.P.M.  The  following  March  O.P.M. 
collapsed.  Due  diligence? 

What  about  the  lawyers?  According 
to  other  public  records,  O.P.M.  attor- 
neys Singer  Hutner  learned  from 
Goodman  of  past  fraudulent  comput- 
er deals  but,  after  getting  assurances 
from  Goodman  that  it  would  not  hap- 
pen again,  continued  to  close  new 
deals  amounting  to  $70  million.  Sing- 
er Hutner,  in  October  1980,  after 
learning  the  fraud  had  continued,  re- 
signed from  the  account.  The  law  firm 
had  sought  and  received  advice  in 
June  of  1980  from  two  outside  coun- 
sels— one,  Judge  Joseph  McLaughlin, 
dean  of  Fordham  University  Law 
School — that  it  could  remain  silent 
under  the  confidential  attorney-client 
privilege  relationship. 

This  is  an  area  of  great  debate  in  the 
legal  profession.  What  could  Singer 
Hutner  have  done?  One  attorney  sug- 
gests it  could  have  notified  past  inves- 
tors that  they  could  no  longer  rely  on 
Singer  Hutner  certifications  on  the 
deals.  It  could  have  notified  the  new 
attorney,  who  also  has  the  attorney- 
client  privilege.  It  could  also  have  no- 
tified other  board  members,  although, 
since  they  were  also  involve  I  in  the 
fraud,  it  would  not  have  mattered  in 


this  case. 

There  is  no  evidence  in  these  cases 
that  outside  accountants,  investment 
bankers,  lawyers  and  directors  earned 
one  penny  through  illegal  rake-offs  or 
other  means.  The  common  thread: 
Huge  fees  can  undermine  objectivity. 

In  the  O.P.M.  fraud,  Goodman  and 
Weissman,  respectively,  are  serving 
sentences  of  12  years  and  10  years  in 
jail.  There  may  or  may  not  be  convic- 
tions in  the  Saxon  and  Flight  Trans- 
portation cases,  but  the  big  questions 
remain  unanswered:  Who  protects  the 
public?  Who  protects  the  investment 
process  upon  which  American  pros- 
perity ultimately  depends?  A  few  bad 
apples  do  not  spoil  the  entire  barrel.  It 


is  not  entirely  fair  to  discredit  the  U.S. 
system  of  independent  auditing  on 
the  basis  of  a  couple  of  sensational 
frauds.  Nevertheless,  the  Fox  situa- 
tion highlights  the  dangers. 

The  current  mess  at  Baldwin-Unit- 
ed further  shows  some  of  the  dangers. 
Why,  under  GAAP  standards,  could 
independent  auditors  certify  paper 
profits  that  were  so  misleading  to 
shareholders  and  bankers  alike? 

Norman  Klein  is  wrong  in  saying 
accountants  can't  be  policemen.  Ac- 
countants, lawyers  and  investment 
bankers  must  serve  two  masters:  the 
client  and  the  public  interest.  That's 
what  makes  their  jobs  so  tough.  But 
that's  what  they  get  paid  for.  ■ 


You  had  better  read  that  proxy  statement.  It 
may  contain  'shark  repellent. "  This  prob- 
ably increases  managements  options,  but 
may  limit  stockholders'  options. 

The  boiler  plate 
defense 


By  Priscilla  S.  Meyer 


Don't  call  them  shark  repel- 
lent clauses,  call  them  share- 
holder protective  amend- 
ments," says  Richard  Nye  of  George- 
son  &  Co.,  the  proxy  solicitation  firm. 
He's  talking  about  a  raft  of  manage- 
ment proposals  at  this  year's  annual 
meetings,  ostensibly  motivated  by 
managements'  sense  of  fairness,  equi- 
ty and  concern  for  widows  and  or- 
phans. Such  nobility  has  produced 
huge  proxy  filings  that  require  careful 
scrutiny.  Perhaps  15%  to  20%  of  the 
corporations  in  The  Forbes  500s  are 
asking  shareholders  to  vote  for  pro- 
posals that  would  make  it  tougher  for 
acquirers  to  move  in.  Some  of  those 
proposals  are  less  protective  of  share- 
holders than  others.  But  nearly  all  of 
them  are  protective  of  management 
and  its  perks. 

"The  last  five  quarters  were  the 
most  favorable  ever  for  corporate  raid- 
ers," says  Martin  Siegel  of  Kidder, 
Peabody  in  explaining  the  phenom- 
enon. A  Kidder  study  shows  that  the 


original  raider  succeeded  in  24  of  32 
unwanted,  unnegotiated  takeover 
tries.  Most  of  the  takeovers  were,  in 
proxy-fighter  argot,  "two-tier"  deals, 
such  as  Martin  Marietta's  tender  for 
Bendix.  Martin  Marietta  offered  $75  a 
share  in  cash  for  50%  of  Bendix  and 
hoped  to  buy  the  rest  of  Bendix  for 
about  $55  a  share.  Investment  institu- 
tions and  arbitragers  usually  gain 
most  in  the  first  tier  of  such  deals. 
Individuals  usually  wind  up  second, 
or  so  the  prevailing  wisdom  has  it.  In 
theory,  then,  discouraging  such  deals 
is  protection  for  individual  stock- 
holders. But  it  may  not  always  be  so. 

Martin  Lipton,  the  takeover  lawyer, 
advises  corporate  clients  to  push  for 
staggered  terms  of  office  for  directors 
and  for  so-called  fair-price  require- 
ments. When  directors'  terms  of  of- 
fice expire  at  varying  times,  it  makes 
it  tough  for  raiders — or  justifiably  un- 
happy shareholders,  for  that  matter — 
to  mount  a  quick  contest  for  board 
control.  Fair-price  proposals  requirq 
anyone  buying  some  of  the  stock  to 
pay  at  least  an  equal  price  for  the  rest. 
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Sounds  as  American  as  motherhood. 
But  what  about  the  shareholders  who 
gain  nothing  at  all  simply  because  the 
fair-price  requirement  has  discour- 
aged a  buyer  from  offering  any  premi- 
um for  a  company's  shares? 

Some  companies,  particularly  those 
feeling  the  hot  breath  of  potential 
raiders,  are  going  beyond  the  advice  of 
lawyers  and  investment  bankers.  In 
some  cases  they  are  even  risking 
shareholder  rejection  for  proposals, 
which  is  customarily  shunned  as  a 
sign  of  management  weakness. 

Take  Axia  Inc.,  the  former  Bliss  & 
Laughlin.  Even  T.  Collinsworth  Jr., 
chief  executive  of  Axia,  knows  man- 
agement is  headed  straight  into  the 
wind  with  its  extensive  antitakeover 
proposal.  "If  the  vote  doesn't  carry,  at 
least  we  know  we've  done  our  job  as  a 
management,"  he  says. 

Axia's  management  is  proposing 
that  a  four-fifths  vote  of  shares,  a  "su- 
permajority,"  must  approve  any  take- 
over by  anyone  first  acquiring  30%  or 
more  of  Axia's  stock  unless  the  ac- 
quirer makes  a  single  bid  for  all  the 
stock.  And  the  30% -plus  stockholder 
wouldn't  get  to  vote  at  all.  If  they 
pass,  the  proposals  would  make  Axia 
almost  takeover-proof,  unless  man- 
agement wanted  it  taken  over.  Col- 
linsworth realizes,  however,  that  it 
may  be  too  late.  Victor  Posner  and 
another  stockholder  already  have  big 
chunks  of  Axia  stock  and  are  unlikely 
to  vote  those  shares — some  26%  of 
the  outstanding  and  rising — in  favor 


By  Kathleen  K.  Wiegner 

A PERENNIAL  AUTUMN  EVENT  in 
the  Peanuts  comic  strip  is 
i  Charlie  Brown  believing 
Lucy's  promise  not  to  pull  the  football 
away  this  time,  and  falling  flat  on  his 


Axia  CEO  Even  Collinsworth 
Heading  straight  into  the  wind. 


of  their  own  freeze-out. 

Data  General  went  to  its  sharehold- 
ers with  a  similar  package  including  a 
supermajority  provision,  and  lost.  But 
Super  Food  Services  of  Dayton,  Ohio 
had  better  luck  in  March.  Super  Food 
got  through  its  supermajority  propos- 
al and  an  unusual  "public  interest" 
proposal  that  permits  the  board  to 
consider  factors  other  than  price  in  a 
takeover  bid. 

In  general,  companies  are  flagging 
antitakeover  proposals  on  the  first 
page  of  proxy  material.  But  Union  Oil 


back  when  she  fools  him  again.  Inves- 
tors in  Varian  Associates,  Inc.  can  be 
forgiven  if  they  occasionally  feel  like 
Charlie  Brown. 

"Perennial  promise,  but  perennial 
underperformance,"  admits  President 
Thomas  Sege,   "have  characterized 


Co.  of  California  proposes  on  its  open- 
ing page  a  reorganization  into  a  hold- 
ing company  that  may  make  outside 
control  difficult.  Only  deep  in  the 
proxy  are  the  means  revealed:  a  75% 
supermajority  rule  invocable  by  any 
holder  of  more  than  10%  of  the  stock. 

Supermajority  proposals  are  the 
most  controversial  of  the  new  "shark 
repellent"  amendments,  at  least 
among  investment  institutions.  Ac- 
cording to  Kidder,  Peabody's  study, 
institutions  oppose  supermajority  2- 
to-1,  favor  fair-price  amendments  2- 
to-1  and  split  on  staggered  boards. 

At  worst,  the  supermajority  re- 
quirement could  permit  directors  to 
reject  takeover  offers  that  might  actu- 
ally be  favored  by  the  majority  of 
holders,  thus  entrenching  manage- 
ment until  someone  comes  along 
with  an  any-and-all  tender  offer. 

Staggered  boards  have  existed  for 
years,  but  they  have  become  much 
more  popular  of  late.  Superior  Oil 
staggered  its  board  terms  early  this 
year,  without  a  vote  of  shareholders. 
An  apparent  vagary  of  Nevada  law 
made  that  possible.  The  appearance  of 
T.  Boone  Pickens'  Mesa  Petroleum  on 
Superior's  list  of  shareholders  made 
the  change  desirable,  to  Superior 
management,  at  least. 

This  year  more  than  ever  stock- 
holders are  well  advised  to  struggle 
through  the  boiler  plate  before  either 
throwing  the  proxy  statement  into 
the  wastebasket  or  voting  blindly  for 
management  across  the  board.  ■ 


Varian  for  a  number  of  years."  Sege, 
an  18-year  Varian  veteran,  has  spent 
the  last  two  years  trying  to  break  the 
pattern  at  the  Palo  Alto,  Calif.-based 
electron  tube  and  instrument  maker 
and  thinks  he  sees  the  beginnings  of 
success.  For  fiscal  1982  (ended  Sept. 
30)  Varian  reported  record  earnings  of 
$26.5  million,  compared  with  a  net 
loss  of  $3.6  million  in  198 1 .  It  did  that 
on  an  8%  sales  increase,  to  $691  mil- 
lion from  $638  million.  And  for  the 
first  quarter  of  fiscal  1983,  net  from 
operations  rose  55%,  to  $6.6  million, 
on  a  3%  sales  gain. 

The  stock  market  has  noticed.  Var- 
ian recently  sold  at  44%,  26  times 
earnings.  But  keep  an  eye  on  that  foot- 
ball. Varian  Associates  has  been  here 
before. 

In  the  early  1960s  Varian  was  a 
highflyer  (109  times  earnings)  because 
its  military  business  was  booming. 
That  business  went  bust  in  1962,  as 
did  Varian's  earnings.  Management 
staged  a  comeback  by  emphasizing 
nonmilitary  business  and  acquisi- 
tions. But  by  the  late  1960s  Varian 


Varian  Associates  has  been  comfortable 
and  academic,  but  not  very  profitable. 
Tom  Sege  is  changing  that. 


"It's  about  time' 
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Varian  President  Tom  Sege  with  a  spectrometer  for  looking  into  atomic  structures 
A  reputation  for  high  technology,  great  creativity,  but  low  profitability. 


was  in  trouble  again.  So  it  brought  in  a 
new  president  who,  after  a  loss  in 
1971,  kept  things  rolling  until  1981. 
That  year  Varian  lost  $3.6  million, 
and  directors  handed  the  turnaround 
job  to  Sege. 

One  of  the  few  engineers  at  Varian 
without  a  Ph.D.  ("But  I'm  a  damned 
fine  engineer"),  Sege  concluded  that 
Varian's  problems  lay  less  with  the 
company's  products  than  with  the 
rather  academic  way  its  resources  had 
been  managed. 

The  company,  founded  in  1948  by 
Russell  and  Sigurd  Varian,  brothers 
who  were  key  figures  in  the  develop- 
ment of  radar,  has  long  had  ties  with 
Stanford  University  and  a  reputation 
second  only  to  Bell  Laboratories  as  a 
place  where  first-rate  technical  talent 
felt  right  at  home. 

Too  much  at  home.  "The  name 
Varian  Associates  is  significant,"  ob- 
serves Sege,  "because  it  means  a 
loose  association  of  people  doing 
their  own  thing.  We  had  a  number  of 
small  shops  with  small  objectives." 
One  company  legend  is  of  the  Varian 
engineer  who  invented  a  printer  capa- 
ble of  printing  enough  information  to 
cover  a  football  field.  When  asked 
who  in  the  world  would  want  such  a 
printer,  the  inventor  answered,  "Law- 
rence Livermore  Laboratory.  They'll 


buy  one  of  everything." 

Varian  has  had  plenty  of  opportuni- 
ties. It  acquired  a  minicomputer  com- 
pany in  the  late  1960s,  and  by  1970 
Varian  Data  Machines  had  10%  of  the 
growing  minicomputer  market,  a 
greater  share  of  business  than  Hew- 
lett-Packard or  Data  General.  But  Var- 
ian managers  never  got  the  hang  of 
competing  in  that  fast-paced,  rapidly 
changing  market.  New  products  did 
not  leave  the  labs  quickly  enough,  and 
high  manufacturing  costs  finally  sank 
the  venture.  It  was  sold  to  Sperry- 
Univac  in  1977. 

Varian  was  also  an  early  leader  in 
CT  scanners,  but  quickly  found  that 
it  was  overmatched  by  giants  like 
General  Electric  and  Britain's  EMI  in 
a  capital-intensive,  highly  competi- 
tive business.  Varian  got  out  of  scan- 
ners in  1979. 

What  is  this  management  doing  to 
break  such  bad  habits?  Sege,  56,  a 
Yugoslavian  whose  father  got  the 
family  out  of  Europe  just  ahead  of 
Hitler's  advancing  armies  in  1940,  has 
established  tight  controls  over  inven- 
tories and  receivables  and  has  tied 
incentive  plans  for  the  divisions  to 
improved  financial  performance.  Pre- 
tax margins  and  asset  management 
are  the  criteria,  rather  than  the  old 
system  that  Sege  describes  as  a  gentle- 


manly "atta  boy"  approach.  How 
have  Varian's  formerly  pampered 
Ph.D.s  taken  to  such  change?  Surpris- 
ingly well,  says  Sege.  "There  was  an 
early  perception  that  we  were  moving 
toward  success.  The  attitude  seemed 
to  be  'it's  about  time.'  "  That  is  fur- 
ther confirmation,  if  such  were  need- 
ed, that  people  don't  want  to  be  pam- 
pered; they  want  to  succeed. 

With  the  people  straightened  out, 
Sege  tackled  the  businesses,  selling 
off  or  closing  the  many  that  were  mar- 
ginal or  losing  money.  Varian's  7% 
five-year  average  return  on  equity  is 
far  below  the  18%  to  26%  of  such 
high-technology  companies  as  Hew- 
lett-Packard, Intel  and  AMP.  He  is  out 
to  correct  that. 

Varian's  base  is  solid.  Electron  de- 
vices, derivatives  of  the  Varian  broth- 
ers' original  Klystron  tube  invention, 
give  it  47%  of  sales  and  almost  78%  of 
pretax  earnings.  And  it  has  good  po- 
tential in  semiconductor  equipment 
(roughly  $100  million  sales  but  less 
than  $5  million  in  pretax  earnings  in 
recession-hit  1982). 

So  with  a  strong  hand  to  guide  it,  a 
business  that  was  run  like  an  under- 
managed  laboratory  is  starting  to  be- 
have like  a  laboratory  run  as  a  busi- 
ness. Maybe  Varian  really  will  hold 
the  football,  this  time.  ■ 
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Gulfstream  Aerospace  is  the  biggest  new 
issue  to  come  down  the  pike  in  a  long  time. 
It  will  make  at  least  one  person  very  happy. 

Just  like  the 
good  old  days 


By  John  R.  Dorfman 

Aviation  magnate  Allen  Paul- 
son  has  decided  to  cut  the  pub- 
i  lie  in  for  21%  of  Gulfstream 
Aerospace  Corp.  The  initial  offering, 
scheduled  for  early  this  month,  seems 
likely  to  give  the  company  a  market 
value  around  $620  million.  That's  the 
biggest  coming-to-market  splash  for 
an  industrial  firm  since  Hughes  Tool 
Co.  more  than  a  decade  ago. 

Glamour  abounds.  Gulfstream's 
main  product  is  the  Gulfstream  III, 
the  nation's  largest,  fastest,  most  lux- 
urious executive  jet.  The  planes  go  for 
about  $10.5  million  "green"  (before 
painting)  and  over  $14  million  fully 
customized.  Cessna  and  Gates  Learjet 
sell  lower-priced  models,  so  buying 
into  Gulfstream  gives  the  public  a 
piece  of  a  top-tier  producer.  Maestro, 
the  sizzling  noise,  please. 

Shearson/ American  Express,  head 
of  the  underwriting  syndicate,  ex- 
pects to  get  $17  to  $20  per  share  for 
the  7  million  shares  being  offered. 
That's  a  total  of  about  $130  million. 
Paulson  is  keeping  25.7  million 
shares,  a  bit  more  than  76%  of  the 
total.  Presto.  He's  worth  about  $475 
million  in  newly  issued  paper,  putting 
him  in  the  top  half  of  The  Forbes  Four 
Hundred.  Certainly  this  new  issue 
makes  sense,  for  him. 

An  airline  mechanic  turned  entre- 
preneur, Paulson  created  Gulfstream 
Aerospace  through  two  acquisitions. 
No  question:  It  was  a  brilliant  busi- 
ness achievement.  He  bought  Grum- 
man's  general  aviation  business  in 
1978  for  $52  million.  Then  in  1981  he 
acquired  Rockwell  International's 
general  aviation  operations  for  a  price 
industry  sources  put  at  $20  million. 
Does  $52  million  plus  $20  million 
equal  $620  million  over  a  period  of  a 


few  years?  It  sure  does,  in  the  new 
math  of  hot  new  issues. 

Actually,  Gulfstream  raises  only 
about  $60  million  in  this  deal.  Most  of 
the  other  $70  million  or  so  goes  into 
Paulson's  pocket.  That's  because  the 
7  million-share  offering  consists  of 
3.75  million  existing  shares  offered  by 
Paulson  and  other  present  stock- 
holders, while  only  3.25  million  new 
shares  are  being  offered  by  the  com- 
pany. Total  shares  outstanding  will 


A  Gulfstream  III  in  flight 

31, OOO  feet  up;  stock  price  to  match. 


increase  from  about  30  million  to  33 
million,  a  10%  dilution. 

What  will  Gulfstream  do  with  its 
$60  million?  Well,  the  company  has 
$38  million  in  taxes  to  pay  for  1982.  It 
owes  Britain's  Rolls-Royce  Ltd.  about 
$6.6  million  for  some  engines.  And  it 
has  its  eye  on  a  new  $2.8  million 
computer.  Seems  like  most  of  the 
money's  already  spent.  A  good  deal  of 
the  rest  might  go  to  pay  down  some 
bank  loans.  After  all,  Gulfstream 
owes  $69  million,  mostly  at  half  a 
point  above  prime. 

If  the  use  of  the  proceeds  sounds 


mundane,  there's  always  the  poten- 
tial of  the  executive  jet  business.  But  a 
prospectus  and  a  cold  shower  bring 
this  down  to  earth.  During  1982,  the 
company  got  15  orders  for  Gulfstream 
Ills,  vs.  32  in  1 98 1 .  Still,  1 982  earnings 
were  an  impressive  $43  million  on 
sales  of  $582  million.  That's  because 
of  the  lengthy  lag  between  orders  and 
deliveries — which  means  1984  could 
turn  out  to  be  a  poor  year.  After  all, 
profits  then  will  come  out  of  1982's 
weak  order  book.  Recovery  for  the 
whole  executive  jet  industry  "is  going 
to  be  very  slow  in  building  momen- 
tum," says  Steven  Slawson,  a  Bear, 
Stearns  analyst.  Other  analysts  and 
industry  subcontractors  agree. 

Then  there's  the  problem  of  subsi- 
dized competition.  The  U.S.  execu- 
tive jet  market  amounts  to  only  about 
$2  billion  annually,  and  last  year  43% 
of  the  planes  sold  here  came  from 
places  like  France,  Israel,  Britain, 
Canada  and  Brazil.  In  its  segment, 
Gulfstream  has  two  competitors — 
Canadair,  with  its  Challenger  jet,  and 
Avions  Marcel  Dassault,  with  its  Fal- 
con 50.  These  planes  may  not  have 
quite  the  range  or  the  speed  of  the 
Gulfstream  III.  But  their  makers  have 
government  backing,   which  gives 


them  a  leg  up  in  the  marketplace.  In 
1982  Dassault  delivered  48  of  its  Fal- 
con 50s,  while  Gulfstream  delivered 
36  Gulfstream  Ills. 

Would-be  investors  might  want  to 
keep  all  this  in  mind  before  they  pay 
14  times  peak  earnings  and  8  times 
1982  book  value  for  Gulfstream 
shares.  But  then,  why  bother?  Every- 
one knows  that  fun  and  excitement 
are  the  name  of  the  game  in  first-time 
public  offerings.  Isn't  there  anyone 
left  who  remembers  what  happened 
to  the  overheated  new  issues  market 
of  1969-70?  ■ 


FORBES,  APRIL  25,  1983 


43 


You  have  a  jar  of pennies  just  sitting  there 
doing  nothing?  You  could  pitch  them  Cy- 
toscan s  way.  The  question  is,  will  the  com- 
pany s  shares  rise  another  tenfold? 

Cyto  what? 


By  Barbara  Ettorre 

On  Jan.  28  Dr.  Charles  B.  Root 
bought  a  whole  lot  of  stock, 
126  million  shares  to  be  pre- 
cise, in  Cytoscan,  Inc.,  of  which  he  is 
president,  chief  financial  officer  and 
director.  He  paid  $12,600,  or  1/100  of 
a  cent  a  share,  for  it.  He  would  now 
like  it  very  much  if  you  were  to  buy 
Cytoscan  for  a  whole  penny  a  share. 
Who  wouldn't,  under  the  circum- 
stances? That  would  make  the  hold- 
ings of  Dr.  Root,  a  chemist,  worth 
$1.26  million.  Incidentally,  on  the 
same  day,  Cytoscan  issued  warrants 
to  purchase  4  million  shares  of  its 
common  stock  to  a  Cytoscan  director, 
Dr.  Christopher  P.  Kelly.  Dr.  Kelly 
exercised  those  warrants  a  month  lat- 
er, paying  $4,000  for  the  4  million 
shares.  (The  price  had  gone  up  to  1/10 
of  a  cent  a  share,  however. ) 

So  you  have  never  heard  of  Cyto- 
scan? Not  to  worry.  If  the  company  has 
anything  to  say  about  that,  its  yet-to- 
be-developed  technology  (an  automat- 
ed chromosome-scanning  system)  will 
place  it  at  the  top  of  the  biotechnology 
heap.  Thanks  to  our  old  friends  Brooks, 
Hamburger,  Satnick  Inc.,  the  leading- 
edge  Wall  Street  underwriters  who 
brought  you  Techniclone  (Forbes, 
Mar.  14,  1983)  at  1  cent  a  share,  Cyto- 
scan will  go  public  soon.  Techniclone, 
by  the  way,  has  risen  to  around  6  cents  a 
share,  which  proves  something. 

Cytoscan,  incorporated  in  January, 
plans  to  sell  44  million  shares  at  a 
cent  a  unit.  (A  unit  is  one  share  of 
common  stock  and  one  warrant  to 
purchase  a  share  of  common  within 
one  year.)  Cytoscan 's  prospectus 
won't  be  ready  until  the  end  of  this 
month,  says  Brooks,  Hamburger.  But 


a  perusal  of  the  registration  statement 
now  at  the  Securities  &  Exchange 
Commission  makes  for  interesting 
reading. 

To  begin,  Cytoscan's  line  of  busi- 
ness, the  automated  chromosome- 
scanning  system,  isn't  off  the  drawing 
board  yet.  In  fact  the  company  has  yet 
to  create  a  laboratory.  Of  the  net  pro- 


ceeds of  $340,000  from  the  offering 
(after  deducting  $40,000  in  underwrit- 
er's commissions  and  another 
$20,000  in  expense  allowances),  the 
company  plans  to  devote  $190,000  to 
developing  the  system,  establishing 
the  testing  lab  and  marketing  the  ser- 
vices. These  are  only  first-year  ex- 
penses. Another  $75,000  allotted  as 
reserve  for  contingencies  may  go 
toward  any  of  these  areas.  Add  an- 
other $20,000  for  administrative  ex- 
penses (leases,  utilities,  etc.)  and 
$55,000  for  legal,  filing,  transfer 
agents'  and  accounting  fees,  and 
there's  the  $340,000. 


There's  a  hitch,  however.  While 
there  is  renewed  interest  in  this  kind 
of  automated  testing  (to  speed  up  am- 
niocentesis and  blood  scans,  for  ex- 
ample), the  basic  computerized  tech- 
nique was  developed  back  in  the  mid- 
to-late  1960s  by  several  experts, 
including  Dr.  Robert  Ledley,  professor 
of  physiology  and  biophysics  at 
Georgetown  University  and  a  devel- 
oper of  the  CT  scan.  The  technology 
is  expensive:  more  than  $50,000  for 
sophisticated  instruments  and  soft- 
ware and  another  $50,000  in  related 
apparatus  for  one  laboratory  alone.  If 
Cytoscan  can  develop  inexpensive 
methods  for  its  centralized  lab  and 
attract  customers  nationwide,  then  it 
might  have  something. 

At  the  moment,  Cytoscan  has  eight 
holders  of  its  364  million  shares  of 
common.  Molecular  Systems,  Inc.,  a 
biotech  operation  headed  by  Dr.  Kel- 
ly, owns  some  162  million  shares,  or 
44.5%.  Kelly,  35,  who  has  a  doctor  of 
pharmacy  degree  from  the  University 
of  Southern  California,  is  also  CEO  of 
American  Diagnostics  Corp.,  a  $3 
million  (sales)  outfit  in  Newport 
Beach,  Calif,  (home  also  of  Cytoscan) 
that  makes  medical  diagnostic  kits 
for  hospitals  and  clinical  labs. 

Dr.  Root,  40,  who  holds  a  Ph.D.  in 
physical  chemistry  from  Catholic 
University  of  America,  owns  34.6% 
(those  126  million  shares).  Ronald  C. 
Peck,  also  40,  owns  11%  (40  million 
shares),  for  which  he  paid  $4,000. 
Peck,  who  had  been  with  Schumadzu 
(an  overseas  manufacturer  of  imaging 
equipment)  and  Omnimedical  (a  pro- 
vider of  CT  scans  and  other  diagnostic 
services),  will  handle  marketing  for 
Cytoscan. 

In  addition  to  Kelly,  the  directors  of 
Cytoscan  are  Carl  Frederick  Weggel, 
39,  senior  magnet  designer  at 
INESCO,  a  company  active  in  fusion 
energy,  and  Ronald  H.  Coelyn,  37, 
president  of  American  Diagnostics. 
Weggel  owns  20  million  shares  of  Cy- 
toscan, for  which  he  paid  $2,000. 

As  of  Jan.  31,  Cytoscan  had  spent 
$1,484  on  research  and  development. 
None  of  the  company's  officers  or 
directors,  according  to  the  registra- 
tion statement,  has  received  remu- 
neration so  far.  After  the  closing  of 
the  offering  at  the  end  of  the  month, 
Root  will  receive  $5,000  per  month 
for  the  ensuing  12  months,  plus  a 
percentage  of  any  net  revenues  from 
testing  devices  (5%  of  the  first  i 
$500,000  in  annual  sales,  4%  of  the 
next  $500,000,  and  so  on  down  to 
1%).  Of  course,  Cytoscan  has  yet  toi 
sell  a  thing.  Except  stock.  ■ 
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r^ow  that  your  investments 
1  1  teq^jirerrvm  thougfit, 


Kidder,  Peabody 
can  recommend 
common  stocks  before 

they  become 
common  knowledge. 

If  you're  an  investor  with  substantial 
holdings,  there  are  probably  so  many 
demands  on  your  time  you  simply 
can't  give  your  investments  the 
thought  they  deserve.  The  kind  of 
incisive  thought  a  Kidder,  Peabody 
stockbroker  can  give  them. 

Giving  sophisticated  investors 
the  close,  personal  attention  they 
require-in  good  markets  and  in  bad- 


is  fundamental  at  Kidder,  Peabody  Not 
only  do  you  get  portfolio  structuring 
and  investment  ideas  from  experi- 
enced, professional  brokers,  but  also 
from  one  of  the  most  highly  regarded 
research  departments  on  Wall  Street. 
A  research  department  judged  one  of 
the  top  three,  year  after  year,  of  the 
more  than  50  major  investment  firms 
providing  investment  ideas. 

At  Kidder,  Peabody,  more  than 
40  senior  analysts  cover  fewer  com- 
panies on  average  than  at  most  other 
firms.  That's  important,  because  it 
allows  promising  situations  to  be 
uncovered  earlier.  And  known  situa- 
tions to  be  followed  more  thoroughly, 


with  greater  insight  and  depth. 

Our  analysts  have  recently 
uncovered  a  selection  of  common 
stocks  that  we  believe  are  under- 
valued, but  that  are  not  yet  common 
knowledge.  To  find  out  which  of  these 
could  be  best  for  your  investment 
needs,  your  tax  considerations  and 
your  risk-reward  temperament,  call 
one  of  our  brokers  at  the  Kidder, 
Peabody  office  nearest  you. 

■  Kidder,  Peabody 

INCORPORATED 
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 over  60  offices  worldwide  /  Member  SIPC  


No  Other  Company  InThe  Work 


•  Aerospace 

'  Communications  Satellites 

•  Alternative  Fuels 

•  Electronics 

•  Automotive  Manufacturing 

•  Experimental  Engineering 

•  Aerodynamics 

Ford  Is  A  Leader  In 
All  These  Technologies. 


Soon,  two-thirds  of  all  overseas  communica- 
tions and  almost  all  intercontinental  television 
programming  will  travel  by  satellites  built  by 
Ford  Aerospace  &  Communications  Corporation 

Our  technology  helped  guide  the  Columbia 
space  shuttle  home,  and  bnng  back  pictures 
from  Saturn. 

Ford  is  the  leader  in  alternative  fuel  technola 
fuels  which  can  be  denved  from  abundant  organic 
matter,  coal,  and  natural  gases. 

Our  newest  electronic  brain  takes  the 


NASA 


I       I  I'        1       4        4.        A  1  A 


Cotombta 


United  States 
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Get  it  together  —  Buckle  up. 


an  MakeThis  Statement. 


mobile  to  a  new  level  of  sophistication. 

res  fuel  and  improves  and  refines  total  driving 

rmance. 

We're  building  a  laboratory  on  wheels,  a 
)type  vehicle  made  almost  entirely  of  a  graphite 
reinforced  plastic,  that's  lighter  than  aluminum, 
ger  than  most  steel. 

We  ve  designed  the  most  aerodynamic 
mger  car  in  the  world.  The  incredible 
eIV(Cd.l5) 


Being  a  leader  in  all  these  diverse  technologies 
can  pay  immense  dividends  for  a  company  whose 
main  pursuit  is  building  cars,  trucks,  and  tractors. 

It  gives  us  invaluable  knowledge  and  insight, 
enabling  us  to  build  more  sophisticated  and 
efficiently  performing  vehicles.  And  staying  on  the 
leading  edge  of  these  technologies  not  only  helps 
us  build  better  vehicles  today,  but  it  assures 
that  we  can  and  will  build  better  vehicles 
tomorrow. 


There's  A  Ford  In  America's  Future. 


Streetwalker 


Parachutes 

If  you're  worried  about  the  risk  in 
airline  stocks,  almost  all  of  which  are 
up  50%  or  more  since  a  year  ago,  Paul 
Berkman  of  Oppenheimer  &  Co.  has  a 
solution:  Play  their  convertibles.  The 
downside  protection  of  fixed  income 
can  support  the  prices.  The  current 
yields  are  good,  and  the  premiums  are 
both  reasonable  and  recoverable  with- 
in a  relatively  short  time.  Berkman's 
most  interesting  pick  is  Trans  World 
Corp.'s  $2.66  Series  C  preferred.  Its  3 
million  shares  sell  for  39,  a  10%  pre- 
mium to  common.  The  yield  is  about 
7%,  vs.  no  dividend  for  the  common, 
so  you  can  recoup  the  premium  in  18 
months  on  the  dividend.  Plus  there's  a 
kicker.  Odyssey  Partners,  a  New 
York-based  investment  group  run  by 
the  former  managing  partners  of  Op- 
penheimer, is  trying  to  force  a  break- 
up of  Trans  World.  Odyssey  claims 
the  company  is  worth  about  $70  a 
share,  which  could  be  realized  by  mid- 
1984.  "If  their  scenario  comes  true," 
says  Berkman,  "by  then  the  preferred 
holder  would  have  recouped  the  pre- 
mium from  his  yield  and  doubled  his 
money.  And  if  it  didn't,  at  least  he'd 
be  getting  some  income  while  he 
waited.  That's  the  kind  of  risk-reward 
ratio  I  like."  Other  convertibles  Berk- 
man likes  are  Piedmont  lis  due  in 
2007,  Frontier  10s  of  2007  and  AMR 
$2,125  preferred.— Thomas  Jaffe 


A  ride  on  the  Reading 

Lots  of  money  has  been  made  over  the 
years  in  the  bonds  and  sometimes  the 
stocks  of  bankrupt  railroads.  The 
game  goes  on.  The  old  Reading  Rail- 
road is  emerging  as  an  interesting  as- 
set play.  The  new  Reading  Co.,  long 


Philadelphia's  Reading  Tei 
An  interesting  asset  pla 


since  bereft  of  its  rails,  sits  on  13  acres 
of  land  in  downtown  Philadelphia,  in- 
cluding some  property  on  which  the 
city's  new  convention  center  might 
be  built. 

This  summer  Philadelphia's  mayor 
and  city  council  will  decide  where  to 
build  the  center.  Outside  consultants 
have  recommended  the  Reading  site. 
The  13  acres  aren't  all  the  Reading 
owns.  There  are  big  tax-loss  carryfor- 
wards and  the  assets  from  Reading's 
ill-timed  acquisition  in  1981  of  Impe- 
rial Cleveit's,  an  automotive  division 
of  Gould.  The  acquisition  is  currently 
in  the  red  but  is  far  from  worthless. 

What's  the  whole  package  worth? 
Prudential-Bache's  Jack  Kneafsey  esti- 
mates that  the  real  asset  value  of  the 
company  is  around  $58  a  share.  The 
stock  sold  as  high  as  26  last  year  but  is 
now  down  to  18.  There  are  2.7  million 
shares  outstanding  listed  on  the 
Philadelphia  Stock  Exchange,  but  the 
stock  is  closely  held  by  four  top  offi- 
cers, and  the  float  is  only  about 
500,000  shares.  Which  perhaps  ex- 
plains why  the  stock  has  attracted  so 
little  attention.  This  also  suggests 
that  anyone  who  wants  to  buy  the 
stock  should  be  careful  not  to  reach 
but  should  put  a  strict  limit  price  on 
any  buy  orders. — Barbara  Rudolph 


Of  time  and  timing 

Ben  Heineman's  timing  looks  a  bit 
off.  In  March  he  sold  close  to  250,000 
shares  of  his  Northwest  Industries  for 
$35  a  share.  This  followed  the  sale  of  a 
similar-size  block  at  around  $39  last 
August.  Poor  Heineman.  He's  selling 
at  a  time  when  Northwest's  stock  is 
badly  depressed,  in  main  part  because 
of  what  the  oil  drilling  slump  has 
done  to  the  conglomerate's  huge  Tex- 
as steel-pipe  business.  Had  he  liqui- 
dated his  holdings  13  or  14  months 
ago,  he  could  have  realized  $75  a  share 
or  better — about  double.  That  would 
have  made  him  nearly  $20  million 
richer.  But  don't  jump  to  the  conclu- 
sion that  Heineman  is  throwing  in  the 
towel  on  the  company  he  nursed  from 
being  a  near-broke  railroad  to  one  of 
the  nation's  better  conglomerates. 
"I'm  being  pushed  by  the  ravages  of 
time,"  he  told  Streetwalker.  Now  69, 
Heineman  plans  to  retire  at  70. 
"These  two  stock  sales  were  to  pay  off 
bank  debts  and  to  plan  my  estate." 
Should  other  investors  follow  Heine- 
man's  example?  A  number  of  contrar- 
ians think  otherwise,  arguing  that 
Northwest  is  an  excellent  buy  at  the 
current  price  of  34.  It  is  selling  at  only 


Ben  Heineman  of  Northwest  Industries 
Not  throwing  in  the  towel. 


10  times  depressed  earnings  estimates 
for  1983  and  yielding  8%  on  a  fairly 
well  protected  dividend.  Moreover, 
the  stock  has  strong  recovery  poten- 
tial when  the  oil  business  picks  up. 
Heineman  agrees.  He  points  out  he's 
hanging  on  to  a  remaining  150,000 
shares  and  adds:  "If  I  were  two  or 
three  years  younger  I  wouldn't  have 
sold  any." — T.J. 


Oil  isn't  perfume 

On  Wall  Street,  where  picturesque 
terms  flourish,  "shark  repellent"  is 
used  to  describe  what  companies  do 
to  make  themselves  unattractive  to 
takeover  (see  p.  40).  Law  firms,  bro- 
kerage houses,  proxy  solicitors  and 
publicity  outfits  reap  millions  selling 
the  stuff,  but  we  doubt  if  anyone  can 
improve  on  the  spray  that  the  $250 
million  Madison  Fund  recently  satu- 
rated itself  with.  There  Madison  was, 
pure  shark  bait,  after  the  proposed 
merger  with  Warner  Communica- 
tions fell  through.  What  predator 
could  resist  making  a  pass  at  a  com- 
pany whose  assets  were  half  cash, 
half  easily  marketable  securities? 
Then,  management  announced  it  was 
planning  to  spend  up  to  $100  million 
of  its  cash  to  buy  oil  and  gas  ventures. 
A  couple  of  years  ago  that  might  have 
sent  the  stock  through  the  roof.  But 
the  way  investors  think  about  oil  and 
gas  nowadays,  that  news  plus  an 
oversubscribed  tender  offer  sent 
Madison  stock  on  a  plunge.  It 
dropped  20%.  But  does  management 
really  intend  to  buy  all  those  oil  and 
gas  properties?  Thomas  Herzfeld,  the 
South  Miami  fund  expert,  has  his 
doubts.  "Don't  be  surprised  if  they 
change  their  minds,"  he  says.  At  a 
recent  $17.25,  Madison's  shares  were 
at  a  28%  discount  from  net  asset 
value.  And  remember,  50%  of  those 
assets  are  cash.  Herzfeld  calls  the 
stock  a  buy. — TJ. 
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SOLID  STATE. 


The  recent  growth  of  "high-tech 
lustrieshas  underscored  trie 
ue  of  New  Jersey's  long  term 
nmitment  to  science  and  technology. 

From  Princeton's  Institute  for 
vanced  Studies  and  Rutgers, 
State  University,  to  the  28  state- 
proved  vocational  schools,  the 
il  remains  the  same  -  to  provide 
lustry  with  the  productive,  quality 
'kforce  so  critical  in  today's 
npetitive  marketplace. 

Consider  our  educational 
□urces,  for  example.  New  Jersey  has 
;  universities,  21  four-year  colleges, 
wo-year  colleges, a  state  college 
engineering  and  architecture, 
s  a  state  medical  and  dental  college. 


Consider  research  and  develop- 
ment. Nearly  10%  of  the  nation's  total 
R&D  dollars  are  spent  in  New  Jersey. 
90%  of  these  funds  come  from  private 
industry.  This  makes  New  Jersey  not  only 
the  leader  in  privately  funded  research, 
but  the  nation's  leader  in  R&D  overall. 

Moreover,  the  State  Government  is 
dedicated  to  creating  ideal  conditions 
for  business  growth  in  New  Jersey.  In 
1982,  the  N.J.  Economic  Development 
Authority  channeled  over  $850  million 
in  low  interest  financing,  to  encourage  new 
business'developmentand  expansion 
here. 

New  Jersey  also  offers  many 
advantages  in  terms  of  location,  people 
and  lifestyles.  The  talent  of  our  people  is 
but  one  reason  for  saying:  "New  Jersey 
and  You. ..Perfect  Together." 


To  learn  more  about  New  Jersey 
contact:  ' 

Borden  R.  Putnam,  Commissioner 
Department  of  Commerce  & 
Economic  Development 
CN  820,  Trenton,  NJ  08625 
Phone  (609)  292-2444 

Thomas  H.  Kean,  Governor 


NllYou 

J^  W  Perfect 

9  Together 


As  I  See  It 


Beneath  the  banner  of  an  outspoken  Pope, 
Catholic  social  critics  are  on  the  march. 
Capitalism  looks  like  the  enemy. 

How  many 
divisions  do 
they  have? 


By  Michael  Cieply 

T|  o  put  it  mildly,  Pope  John 
Paul  IPs  economics  are  eclectic. 
He  showed  undeniable  courage 
and,  most  would  agree,  sound  judg- 
ment recently  in  bawling  out  the 
Maoist  clique  that  has  taken  over  in 
Nicaragua.  But,  on  the  other  hand,  he 
is  anything  but  a  cheerleader  for  cap- 
italism. In  fact,  he  seems  from  many 
of  his  statements  to  be  a  serious  oppo- 
nent of  it. 

Recall  and  consider  his  1979  hom- 
ily at  New  York's  Yankee  Stadium,  in 
which  he  lambasted  much  of  U.S.  so- 
ciety for  a  "frenzy  of  consumerism" 
that  "conspires  to  give  full  reign  to 
the  instincts  of  self-interest,  sex  and 
power."  Then  there  was  his  stern  ad- 
dress that  year  at  Puebla,  Mexico, 
where  he  preached  of  a  "social  mort- 
gage" on  all  private  property.  Both 
speeches  were  in  line  with  one  of  John 
Paul  IPs  most  important  statements 
of  church  policy,  the  1981  encyclical 
Laborem  Exercens,  On  Human  Work. 
There  he  stated  unequivocally  "A 
principle  that  has  always  been  taught 
by  the  Church:  the  principle  of  the 
priority  of  labor  over  capital." 

The  encyclical  has  already  encour- 
aged the  Brazilian  clergy's  support  of 
trade  union  radicalism,  and,  more  re- 
cently, the  Canadian  Catholic  bish- 
ops' bitter  attack  on  Canada's  eco- 
nomic retrenchment  policies. 

The  same  encyclical  will  inform 
the  U.S.  Catholic  bishops'  statement 
on  American  business  that  is  now  in 
preparation.  Nobody  thanks  the  bish- 
ops intend  to  praise  capitalism. 

From  sermonizing  prelates,  making 
up  in  presumption  what  they  lack  in 
knowledge  of  economic  affairs,  O, 


Notre  Dame  University's  Charles  Wither 
Planning  the  moral  economy. 


Lord,  deliver  us.  Intelligent  business 
people  are  right  to  be  annoyed  at 
much  of  the  current  preaching  about 
profits  and  business.  Still,  it  is  hard  to 
dismiss  the  ideas  of  this  Pope.  He  has 
attained  the  stature  of  a  charismatic 
world  leader  for  people  who  may  nev- 
er enter  a  church,  synagogue  or 
mosque.  His  words  carry  weight  far 
beyond  the  numbers  of  his  flock — 51 
million  Catholics  in  the  U.S.,  784 
million  worldwide.  The  Pope  refers  at 
one  point  to  proposals  by  the  "highest 
Magisterium  of  the  Church"  for  shar- 
ing by  the  workers  in  the  manage- 
ment and/or  profits  of  business.  Fine 
words.  But  what  does  he  mean? 

What,  specifically,  he  may  mean  is 
left  to  interpretation.  Encyclicals — 
which  are  written  in  a  language  best 


described  as  Church  Diplomatic — lay 
down  general  principles.  They  make 
no  specific  suggestions.  So,  for  trans- 
lation and  elucidation,  Forbes  turned 
to  Charles  Wilber,  the  chairman  of 
the  economics  department  at  Notre 
Dame  University.  Wilber,  who  has 
written  extensively  on  Third  World 
development,  will  advise  the  Catholic 
bishops  on  their  proposed  statement 
on  capitalism  (a  corollary  to  their 
1980  statement  on  communism).  He 
is  co-author,  with  Kenneth  Jameson, 
of  a  book  to  be  published  in  June  by 
the  University  of  Notre  Dame  Press, 
entitled  An  Inquiry  into  the  Poverty  of 
Economics. 

We  asked  Wilber  why  the  Catholic 
Church,  and  indeed  religious  people 
of  many  faiths,  were  finding  fault 
with  business  lately.  After  declaring 
that  he  did  not  presume  to  speak  for 
the  entire  Catholic  Church,  to  say 
nothing  of  other  religions,  he  told  us 
Forbes'  sense  of  history  was  artificial. 
"In  the  modern  world  there  have  been 
two  economic  systems  that  the 
Church  has  spoken  about.  One  has 
been  communism,  and  that  has  been 
condemned  out  of  hand.  The  other  is 
capitalism,  and  that  has  not  been  con- 
demned. But  its  abuses  have  been 
pointed  out  consistently.  So  that  Pope 
Leo  XIII,  writing  in  the  19th  century, 
said  that  total  free-market  capitalism 
is  destructive  of  human  society.  And 
that,  while  preserving  the  sanctity  of 
private  property,  the  people  need  to 
intervene  in  the  economy  to  correct 
abuses.  Leo  XIII's  encyclical  Rerum 
A'orarum  encouraged  the  formation  of 
labor  unions.  Later  it  was  stated  that 
'The  Church  must  take  a  preferential 
option  for  the  poor.'  " 

But  how  does  the  Church  deal  with 
this  undeniable  fact:  Capitalism — not 
laissez-faire,  textbook  capitalism,  but 
the  modern,  evolved,  decentralized 
economic  system — has  brought  a  bet- 
ter standard  of  living  to  a  broader 
mass  of  people  than  ever  in  history.  It 
has  done  this  not  by  diktat  or  five-year 
plan  but  by  trusting  individuals  to 
make  rational  economic  decisions,  by 
trusting  the  marketplace  rather  than 
legislative  goodwill. 

Wilber  replies  that  the  Church 
can't  accept  pure  laissez-faire.  "The 
Church's  point  would  be  that  the 
economy  must  exist  for  people's  wel- 
fare," he  says.  "And  the  economic 
system  cannot  be  disentangled  from 
ethical  concerns.  The  Church  would 
say  that  the  people  left  behind  in  De- 
troit should  not  have  to  bear  the  cost 
by  themselves  of  economic  change; 
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■  Fifth  in  a  series 
on  how  Delco 
[h^^^T  Electronics 
^^K^^^and  Bose 
chnology  contribute  to 
>ur  enjoyment 
'driving. 


"If  your  car  is  this  well  equipped,  you  won't 
want  to  go  home  again." 


Rich  Warren,  Chicago  Magazine 


ruur  moauies  snape  ine  souna  specmcany  ror  a  L>auiuac  oevme. 
Different  speaker  modules  match  the  sound  to  the  acoustics  of  an  Eldorado, 
Buick  Riviera,  and  Oldsmobile  Toronado. 
Why  do  we  go  to  so 


luch  trouble  to  match  the  music  sys 
)m  to  the  car?  When  you  visit  your 
<M  dealer  for  a  demonstration, 
ou  will  know. 

And  you  will  understand 
hy  Gary  Stock  of  High  Fidelity 
Magazine  wrote:  "The  perform 
ice  of  the  Delco-GM  Bose 
}usic  system  was  astound- 
g . . .  I  can't  imagine  ' 
nyone . . .  buying  (one 
f  these  cars)  without  4 


Delco  13 


Sound  so  real,  it  will  change  how 
you  feel  about  driving. 

A.  . Patented  "digital  mode" 
ultra  high  efficiency  amplifier. 
B.  Helical  voice  coil  speaker. 


This  Delco-GM/Bose  speaker  module  incorporates  new 
technology  that  for  the  first  time  matches  sound  to  the 
acoustics  of  a  specific  model  automobile.  So  you  can  hear 
sound  with  clarity  and  realism  rarely  heard  in  even  very  fine  home 
lusic  systems. 


Two  cubes,  composed  of  many  smaller  cubes, 
symbolize  Allegheny  International's  structure  and 
stability.  Consumer  products  companies. 


in  blue,  and  industrial  specialties  companies, 

in  silver,  are  joined  in  the  Corporation  and  draw  upon 

its  financial  and  managerial  resources. 


The  structure  is  now  in  place. 
Allegheny  International  has  grown 
rapidly  from  a  medium-size  domes- 
tic metals  company  into  a  world- 
wide consumer  and  industrial 
products  corporation.  Today,  we 
do  business  in  35  countries,  with 
over 50,000  employees  and  sales 
of  close  to  $3  billion. 

This  remarkable  growth  was 
based  on  a  strategic  pian:  To 
achieve  balance  one  stability 
through  diversi :      :>n  and 


emphasis  on  businesses  which 
are  contra-cyclical  within  the 
Corporation;  To  expand  our  in- 
volvement worldwide  in  growth 
markets  for  utilitarian,  work-saving 
consumer  products  and  high- 
technology  industrial  specialties; 
To  maintain  equity  positions  in 
companies  which  have  significant 
growth  and  earnings  potential 
and  divest  those  wnicn  do  not. 

Our  consumer  products  com- 
panies and  our  industrial  special- 
ties companies  both  complement 


and  strengthen  each  other.  And 
all  our  companies  benefit  from 
Allegheny  International's  financii 
resources,  and  managerial  and 
technical  skills. 

At  Allegheny  International, 
we  have  special  skills  to  meet 
special  needs  everywhere  on  th 
globe.  Our  structure  and  ourstrc 
egy  have  positioned  us  to  meet 
those  needs  as  they  grow  in  the 
decades  ahead.  As  tney  grow, 
so  will  we. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


SPECIAL  SKILLS  IN 
WORK-SAVING 
CONSUMER  PRODUCTS 

Around  the  world,  Allegheny 
International  companies  market 
work-saving  appliances  and 
products  for  the  home,  kitchen, 
lawn  and  garden,  as  well  as 
products  for  personal  grooming, 
sports  and  fitness.  Brands  such 
as  Sunbeam.  Oster,  Wilkinson 
Sword,  Northern  Electric  and 
True  Temper  are  famous  for 


number  of  working  women  and 
single-person  households- 
accelerate  the  need  and  demand 
for  new,  electric-powered  work- 
saving  kitchen  devices. 

State-of-the-art  kitchen  help, 
from  Sunbeam,  Oster 
and  Wilkinson  Sword. 
Allegheny  International 
is  the  world's  larg- 
est small  appli- 
ance company. 


Their  products  range  from  state- 
of-the-art  food  preparation  appli- 
ances, such  as  food  processors, 
to  electric  blankets,  camping 
equipmentand  golf  club  shafts. 

In  Europe,  the  orands  Rima  and 
Rowenta  hold  major  shares  of  the 
markets  for  products  ranging  from 
mixers,  electric  frypans  and  coffee 
makers  to  hair  dryers  and  irons. 

A  tremendous  market  for  all  of 
these  brands  promises  to  grow 
even  larger  as  socio-economic 
trends— such  as  the  increasing 


SPECIAL  SKILLS  IN 
HIGH  TECHNOLOGY 

Allegheny  International  com- 
panies are  meeting  the  needs 
of  such  advanced-technology 
industries  as  electronics,  robotics, 
and  aerospace  and  defense. 
For  example,  our  system  and 

This  model  of  a  microprocessor  chip  is 
enlarged  300  times  (below  right).  An 
Allegheny  International  system  helps 
place  over  a  million  electronic  com- 
ponents on  a  single  chip,  shown 
actual  size  (below  left). 


equipment  help  make  more  elec- 
tronic microprocessor  chips  than 
any  other  system  in  the  world. 

Our  robots  are  already  per- 
forming a  multitude  of  industrial 
tasks.  For  instance,  our  computer- 
controlled  5-Axis  welding  robot 
is  helping  to  produce  the  U.S. 
Army's  new  aM-1  tank. 

For  aerospace  and  defense, 
Allegheny  International  compa- 
nies supply  specialty  metals  and 
electronics  for  jet  engines,  rocket 
engines,  missiles  and  spacecraft. 

Allegheny  International  is  also 
a  major  supplier  of  titanium  and 
specialty  alloys  for  the  Boeing 
767  ana  757,  the  world's  most 
advanced  commercial  airliners. 

Our  sophisticated  fire 
detection  and  suppression  sys- 
tems are  used  around  the 
globe  to  protect  ships, 
planes,  oil  rigs,  power 
stations,  computer  cen- 
ters, pipelines  and 
hospitcls. 

For  more  informa- 
tion, write  us,  at  Box 
456  B,  Two  Oliver 
Plaza,  Pittsburgh, 
PA  15230. 


There  are  many  kinds  of  Foot- Joys 

These  are 
the  best  leather  shoes 
for  the  money 

FJ's  are  made  exactly  like  our  finest  Foot-Joy  golf  shoes. 
They  receive  the  same  meticulous  attention  to  craftsmanship, 
comfort  and  fit.  The  uppers  are  made  from  genuine  leather  hides, 
the  soles  are  made  by  man.  Created  so  you  can  enjoy  Foot-Joy  quality 
at  a  moderate  price.  Available  in  styles  for  men  and  women. 


FJ's  by 

foot  Joy  § 

There  are  220  different  styles  in  the  1983  Foot-Joy  Collection.  Write  for  our  color  brochure: 
Dept.FR4,  Foot-Joy,  Inc.,  Brockton,  MA  02403.  Member  of  the  National  Golf  Foundation 
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As  I  See  It 

that  it  is  unjust  to  leave  those  people 
without  jobs,  without  hope,  with 
broken  families." 

And  the  Church's  demand  would  be 
not  for  extended  unemployment  in- 
surance or  an  increase  in  welfare,  but 
for  jobs,  jobs  for  all.  The  Church's 
viewpoint  on  work,  as  expressed  in 
Laborem  Exercens,  approaches  the 
mystical:  "Work  is  a  good  thing  for 
man  because  through  work  man  not 
only  transforms  nature,  adapting  it  to 
his  own  needs,  but  he  also  achieves 
fulfillment  as  a  human  being  and  in- 
deed .  .  .  man  shares  by  his  work  in 
the  activity  of  the  Creator."  Thus,  it 
follows  that  unemployment — the 
lack  of  opportunity  for  man  to  achieve 
fulfillment,  to  share  in  the  activity  of 
the  Creator — is,  in  the  words  of  the 
encyclical,  "in  all  cases  an  evil."  A 
practicing  capitalist  could  easily  con- 
cur in  that  sentiment,  but  now  comes 
the  problem:  The  Church  goes  on  to 


The  Church's  demand  would 
be  not  for  extended  unem- 
ployment insurance  or  an  in- 
crease in  welfare,  butforjobs 
for  all.  Unemployment,  says 
Laborem  Exercens,  "is  in  all 
cases  an  evil." 


demand  that  "those  persons  and  insti- 
tutions which  determine  the  socio- 
economic system"  make  provision  for 
"overall  planning"  in  order  to  ensure 
that  work  is  provided.  In  other  words, 
don't  trust  the  market. 

Wilber  concedes  that  full  employ- 
ment is  difficult  to  achieve  without 
inflation.  The  only  solutions  to  the 
problem  that  he  can  see,  though,  are 
central  government  control  over 
wages  and  prices  and  a  federal  job 
referral  service.  When  visitors  from 
Forbes  groan  that  he  is  proposing  an- 
other statist  solution  to  the  employ- 
ment problem,  he  protests. 

"I  see  nothing  incompatible  with 
strengthening  the  federal  government 
and  •  strengthening,  at  exactly  the 
same  time,  small  business  and  local 
governments,"  he  says.  "You  find  this 
in  every  Catholic  encyclical:  If  the 
individual  can  do  it,  then  the  individ- 
ual should  do  it." 

Wilber  would  have  the  federal  gov- 
ernment establish  every  year  a  level  of 
aggregate  spending  that  will  yield  full 
employment.  This  he  sees  as  a  stimu- 
lus to  investment  and  economic  ac- 
tivity. But  Washington's  so-called 
"full  employment  budgets"  have  for 
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Featured  performance. 

Toshiba's  new  BD-3701  plain 
>aper  copier  really  puts  on  a 
>erformance.  Packed  into  its 
ompact  frame  is  a  full  range 
>f  features  that  give  you  con- 
renience,  reliability,  economy 
tnd,  most  important,  picture- 
>erfect  copies.  Whether  you're 
naking  one  copy  or  thousands. 

No  cutting  corners, 
^he  BD-3701  doesn't  cut  corners 
vhen  it  comes  to  copying.  You  get 
nil  image  reproduction  from 
dge  to  edge,  corner  to  corner.  No 
lore  cut  off  words  or  pictures, 
io  more  void  areas. 

Soft  touch, 
ust  a  quick,  feather-light  touch 


on  the  responsive  sensor-touch 
controls  is  all  it  takes  for  instant 
and  accurate  copier  operation. 
The  BD-3701  also  has  an 
advanced  self-diagnostic  micro- 
computer for  reliable  operation, 
automatic  toner  control  for 
economical  operation,  and 
makes  12  copies  per  minute 
to  make  quick  work  of  your 
paperwork.  With  all  these 
features,  at  a  low  $2,395? 
it's  no  wonder  Toshiba's 
BD-3701  scores  so  high. 

'Manufacturer's  suggested  retail  price 
In  Touch  with  Tomorrow 

TOSHIBA 


I  want  to  get  in 
on  the  performance. 

□  Please  send  me  more  information. 

□  Please  arrange  for  a  free  demonstration 
of  the  BD-3701  at  my  office 

Mail  to:  Toshiba  America,  Inc. 

2441  Michelle  Drive,  Tustm,  CA  92680. 

Or  call  toll-free  800-447-2882 
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"NOW  THAT'S  WHAT  I  CALL 
A  DOUBLE  EAGLE." 


TOM  WATSON,  golf  professional 


As  I  See  It 

years  yielded  only  mounting  deficits. 
Wilber  also  argues  for  small-business 
counterweights  to  big  business,  as  if 
small  units  are  not  already  attracting 
more  fresh  capital  than  yesteryear's 
big  corporations.  In  many  ways, 
Wilber's  view  of  the  current  econom- 
ic landscape  is  like  that  of  the  encycli- 
cal. It  seems  out  of  date,  out  of  touch 
with  a  rapidly  changing  world.  This 
stems,  to  be  fair,  not  from  errant  ide- 
ology but  from  the  fact  that  the  prin- 
cipal concern  of  religion  is  not  eco- 
nomics but  morality.  Wilber's  per- 
spective on  Adam  Smith  sums  it  up. 
Wilber:  Adam  Smith's  assumption  was 
that  a  simple  system  of  natural  liberty 
would  yield  the  common  good.  He 
gave  two  reasons  for  that.  Economists 
only  talk  about  one — that  is,  competi- 
tion. But  Smith  stressed  just  as  heav- 
ily that  people  will  compete  only 
within  some  given  moral  law.  That 
they  won't  lie,  steal,  cheat,  and  so  on. 
Now,  because  Smith  was  at  the  very 
beginning — I  mean,  the  largest  factory 
in  England  in  1776  had  20  employ- 
ees— I  don't  think  he  understood  how 
that  law  would  erode. 

Personal  morality  has  eroded? 
Wilber:  That's  tricky,  because  people 
have  been  sinful  in  all  ages.  My  con- 
cern is  not  with  personal  morality. 
My  concern  is  with  the  way  struc- 
tures in  society  lead  people  who  are 
doing  right  to  end  up  with  bad  results. 
My  argument  is  that  today  in  our 
economy  we  need  new  structures  to 
keep  the  poor,  the  weak  from  being 
hurt.  There  is  incredible  suffering  in 
our  society.  I  will  argue  to  the  end 
with  anyone  who  says  there's  not. 

Peace!  Who  would  argue  with  Justice 
or  concern  for  the  poor?  But  some  well- 
intentioned  Church  pronouncements 
seem  dangerously  naive.  To  take  just  one 
instance,  the  Canadian  bishops,  in  their 
pastoral  letter,  blame  the  "new  technolo- 
gy" and  a  dominance  of  machines  over 
people  for  moral  disorder  in  the  world 
economy.  They  condemn  investment  in 
pipelines  and  hydroelectric  projects,  and 
call  for  reinforcement  of  labor-intensive 
industries  like  textiles.  As  an  economist, 
what  can  you  make  of  that? 
Wilber:  Church  documents  need  to  be 
very  careful  about  specifically  ad- 
dressing things  like  textile  industries 
or  investment  in  hydroelectric  power 
plants,  because  those  boil  down  to 
empirical  questio  ;!iout  which  the 
Church  has  no  sj  1  competence. 
The  Canadian  bishops  are  writing  out 
of  what  I  can  only  i     rpret  as  a  colo- 


nial context.  There  are  lots  of  rever- 
berations with  the  Latin  American 
bishops'  statements.  They've  made 
statements  that  may  be  very  wrong. 

Yet  even  John  Paul  seettis  uncomfort- 
able with  business.  In  Laborem  Exer- 
cens  he  castigates  fimis  that  "fix  the  high- 
est possible  prices  for  their  products,  while 
trying  at  the  same  time  to  fix  the  lowest 
prices  for  raw  materials  or  semimanufac- 
tured goods.  "Does  the  Church  balk  at  the 
very:  notion  of  a  market  economy? 
Wilber:  To  a  degree,  I  would  have  to 
say,  yes.  Markets  are  based  on  the 
idea,  to  put  it  in  value  terms,  of  self- 
ishness. People  are  moved  to  do 
things  by  appealing  to  their  self-inter- 
est, and  that  on  its  face  makes  a 
Christian  uneasy.  Now,  I'm  certainly 
not  antimarket,  and  I  don't  think  the 
Church  is  either.  It's  only  when  the 
market  principle  becomes  the  orga- 


"Hit  with  falling  demand  Jot 
your  products,  you've  got  to 
lay  off  workers.  You  can't 
help  that.  But  the  system 
that  allows  that  to  occur  all 
the  time  is  unjust.  And 
that's  where  the  nut  of  the 
argument  is." 


nizing  principle  of  all  social  life  that 
the  Church  draws  the  line. 

Let  me  give  you  my  thesis,  drawn 
from  some  work  done  years  ago  by 
Karl  Polanyi,  called  T/je  Great  Trans- 
formation. The  "great  transforma- 
tion" was  the  rise  of  the  market  econ- 
omy in  the  18th  and  19th  centuries. 
For  the  first  time  in  history,  economic 
decisions  were  made  for  economic 
reasons.  Land  shall  be  used  for  the 
most  profitable  occupation.  Not  for 
the  use  that  was  inherited,  or  dictated 
by  the  Church,  or  whatever. 

But  the  moment  that  happened,  no- 
body liked  it.  Nobody  would  accept 
the  dictates  of  the  market  about  his 
own  life.  Immediately,  child  labor 
laws  were  passed.  Businesses  began  to 
merge  and  fix  prices.  Workers  orga- 
nized unions.  So  the  natural  move- 
ment of  history  is  to  re-embed  that 
economy  in  the  social  system.  While 
we  all  say  we  love  the  market  and 
competition,  we  don't.  We  do  every- 
thing in  our  power  to  defeat  it. 

We  hear  John  Paul  talk  of  things  like 
'just  remuneration"  and  man's  "appro- 
priate place  in  the  vast  and  socially  differ- 
entiated world  of  work. "  Isn  't  that  a  feu- 
dal world  view?  A  pre-Great  Transforma- 
tion world' 

Wilber:    That    interpretation  might 


have  fit  the  Church  in  the  past.  The 
idea  that  people  are  parts  of  an  organ- 
ism—  the  head,  the  hands,  all  of  that. 
But  today  I  think  the  Church  is  wres- 
tling with  a  terribly  important  prob- 
lem. That  is:  How  can  you  have  a  class 
society  that  is  just?  Accepting  that 
we'll  always  have  the  rich  and  the 
poor,  how  can  an  assembly-line  work- 
er be  as  dignified  and  as  important  as 
the  president  of  General  Motors? 

Some  would  argue  that  economic 
growth  brings  equality  for  all. 
Wilber:  That's  up  for  debate.  But  I 
think  most  Catholic  thought  leans 
toward  the  belief  that  we  won't  be 
able  to  rely  solely  on  growth  to  solve 
our  problems.  That's  one  great  virtue 
of  growth.  It  postpones  conflict 
among  the  sharers.  But  I  think  there's 
a  growing  belief  that  we  can  no  longer 
avoid  dealing  with  issues  of  fairness. 

We  reminded  Wilber  that  business 
people  are  tired  of  being  accused  of 
unfairness  and  we  asked  him  if  U.S. 
capitalism  is  fundamentally  at  odds 
with  Church  teaching.  His  reply  was 
that  the  Church  is  not  accusing  indi- 
viduals of  unfairness,  but  .  .  . 
Wilber:  The  Church  argument  is  that 
there  are  structures  that,  regardless  of 
how  nice  you  are,  result  in  injustice 
being  committed.  I  have  found  in 
seminars  over  five  years  with  vice 
presidents  of  multinational  corpora- 
tions such  as  Ralston  Purina,  Cater- 
pillar, Castle  &  Cooke,  you  name  it, 
the  businessman  would  say,  "My 
God,  I  pay  fair  wages.  I  do  everything 
in  my  power  to  take  care  of  my  em- 
ployees. I  obey  all  the  laws."  And  our 
response  would  be  that  market  struc- 
tures can  result  in  injustice.  For  in- 
stance, you  as  the  business  executive 
are  hit  with  falling  demand  for  your 
products.  You've  got  to  lay  off  work- 
ers to  survive.  You  can't  help  that.  But 
the  system  that  allows  that  to  occur 
all  the  time  is  unjust.  And  that's 
where  the  nut  of  the  argument  is. 

Is  there  any  resolution  of  the  argu- 
ment? Not  really,  because  capitalism 
produces  the  greatest  good  for  the 
greatest  number  but  penalizes  a  lot  of 
unfortunate  individuals.  There  are 
plenty  of  jobs  for  computer  operators, 
but  autoworkers  lose  their  homes. 
The  demand  for  skilled  workers  ex- 
ceeds the  supply,  but  the  unskilled  are 
condemned  to  idleness  and  useless- 
ness.  Capitalism  is  an  efficient  soci- 
ety. It  is  not  always  a  kind  society. 

So  the  churches  should  go  to  it. 
Only  they  should  not  lose  sight  of  the 
great  goods  of  capitalism  while  they 
worry  about  and  debate  its  probably 
inevitable  cruelties.  ■ 
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Ringing  Out  the  News  of 
Business  Friendships  that  Really  Work 


One  important  part  of  The  Lucky-Goldstar  Group's 
36-year  tradition  is  making  mutually  beneficial 
business  partnerships  that  really  work.  This  includes 
more  than  a  dozen  of  Korea's  most  highly  successful 
joint  ventures  and  technical  tie-ups,  and  now  it  ex- 
tends to  investment  overseas  in  new  manufacturing 
subsidiaries. 

Through  its  work  in  chemicals,  semiconductors 
and  computers,  electronics  and  communications, 
energy  and  resources,  insurance  and  securities,  and 
public  services,  Lucky-Goldstar  has  rung  up  a  fine 


record  of  growth,  a  good  indication  of  how  well  our 
programs  of  cooperation— and  research  and 
development— are  doing. 

Keep  listening  and  you'll  hear  more  of  Lucky- 
Goldstar  ringing  out  the  great  changes  that  are  com- 
ing to  the  industries  of  not  only  Korea  but  the 
world.  , 

For  more  information,  contact  our  trading  house: 
Bando  Sangsa  Co.,  Ltd.,  CPO  Box  1899,  Seoul  Korea. 
Phone:  771-32,  Cable:  FOURCLOYER  SEOUL, 
Telex  K27266,  K27470. 


©THE  LUCKY  GOLDSTAR  GROUP 

□  Lucky,  Ltd.  DGold  Star  Co.,  Ltd.  □  Bando  Sangsa  DGold  Star  Cable  DLucky  Continental  Carbon  DGold  Star  Tele-Electric  DLucky  Development  DGold 
Star  Electric  DHee  Sung  DLucky  Securities  DGold  Star  Instrument  &  Electric  DGold  Star  Precision  Industries  DLucky  Engineering  DShinyeong  Electric 
DGold  Star  Semiconductor  DHonam  Oil  Refinery  DKorea  Mining  &  Smelting  DPan  Korea  Insurance  DGold  Star  Alps  DGold  Star  Vending  Machine 
DBusan  Investment  &  Finance  DGold  Star  Investment  &  Finance  DThe  Yonam  Foundation  DThe  Yonam  Educational  Institute 


As  I  See  It 


Would  you  believe  an  impending  labor 
shortage  in  the  U.S.?  Despite  today's  high 
rate  of  unemployment,  economist  Law- 
rence Olson  says  we  could  have  one. 


Help  wanted 


By  Jean  A.  Briggs 
and  James  Cook 


W'ith  11.4  million  people  un- 
employed, the  notion  that  a 
labor  shortage  is 
impending  seems  off  the 
wall.  Yet  that's  just  what 
labor  economist  Law- 
rence Olson  is  predicting. 
Recently,  Forbes  visited 
Olson  in  the  Washington 
office  of  his  consulting 
firm,  Sage  Associates. 

You  are  expecting  a  labor 
shortage  in  three  to  five 
years? 

Olson.  That's  right.  There 
are  three  reasons  for  it. 
First,  there  will  be  a  very 
marked  slowdown  in  the 
rate  of  increase  in  the  la- 
bor force.  We've  had  huge 
annual  influxes  over  the 
last  15  years^the  baby 
boomers,  women,  soldiers 
returning  from  Vietnam. 
During  the  last  half  of  this 
decade  the  growth  rate 
will  be  about  half  what  it 
was  in  the  1970s— 1.3%, 
vs.  2.6%.  That's  a  huge 
change. 

Second,  there  is  invest- 
ment. In  the  1970s  we  had 
relatively  slow  invest- 
ment. With  the  new  in- 
centives built  into  the  tax 
system  there  should  be 
much  more  investment  in 
the  1980s.  Also,  quite  a 
few  of  the  technologies 
that  were  in  their  infancy 
or  their  adolescence  in  the 
1970s  are  now  ready  for 


full  exploitation — such  as  micropro- 
cessing, fiber  optics,  lasers,  satellite 
communications. 

Third  is  the  growing  awareness  that 
we  have  to  compete  in  world  markets. 


Sage  Associates  Lawrence  Olson 

"The  labor  market  is  about  to  be  turned  on  its  head. 


This  is  a  "let's  get  off  our  backside" 
kind  of  force.  If  we  compete  well  in 
the  world  marketplace,  then  we  will 
generate  millions  of  new  jobs. 

The  shortage,  then,  is  inevitable  ''' 
Olson.  Absolutely  not.  If  we  don't 
keep  our  competitive  edge,  then  this 
is  a  nonissue.  It's  critical  that  we 
compete  internationally,  and  that 
means  at  home  in  the  biggest  and 
richest  market  of  all,  as  well  as  over- 
seas where  the  high  growth  is. 

Even  a  possible  shortage  is  not  ichat 
other  people  are  forecasting. 
Olson:  There  is  a  large  psychological 
content  in  the  current  recession. 
We've  lost  faith  in  ourselves.  We  got 
beat  a  couple  of  times  by  the  Japanese 
and  now  we  worry  about  the  produc- 
tive value  of  the  American  worker.  I 
have  no  real  doubt  we  can  do  it.  We 
need  to  go  out  and  compete. 

You  're  talking  about  big  changes  in  the 
economy 

Olson.  We  have  an  exam- 
ple. The  Japanese  havei 
gone  through  what  we'rel 
about  to  go  through.  The 
rate  of  growth  of  their  la- 
bor force  turned  down  ini 
the  mid-Sixties.  What 
they  did  was  to  redeploy 
their  entire  economy  in 
order  to  leverage  their  hu- 
man resources.  They  went! 
after  knowledge-intensive 
industries.  They  let  their 
competitive  advantage  in 
some  traditional  indus- 
tries slip  away  because 
they  were  labor-intensive. 
They  didn't  bring  in  huge 
numbers  of  guest  workers 
as  the  Germans  did.  They 
leveraged  their  workers 
and  up  went  their  average 
earnings.  And  up  went 
their  skill.  It's  critically 
important  that  we  do  the 
same  kind  of  thing. 


Why  wouldn  't  we? 
Olson.  The  danger  is  thai 
we  will  hesitate,  that  we 
will  hunker  down.  Thai 
business  managers  will  be 
cautious.  That  people  will 
try  to  find  ways  of  protect 
ing  their  jobs  by  throwing 
up  trade  restrictions — the 
domestic  content  bill  is 
an  obvious  example.  Tha' 
we  will  fall  into  make 
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Starting  April  24 


Pan  Am  Flight  100 

BeatsThe  Concorde 
;     lb  London. 


Pan  Am  Flight  100  proves  that  the  race 
:i  esn't  always  go  to  the  swiftest. 

Because  when  it  comes  to  comfort,  value, 
tras,  even  timing,  Pan  Am's  10  am  daylight 
*ht  from  Kennedy  Airport  beats  the  Concorde 
>  London  every  day.  Even  though  it  arrives  later. 

paCe  SeatS  OurFirstClass 

Sleeperette®  Seats  give  you  space  to  stretch 
'  t.  Space  to  feel  privacy.  Our  Clipper®'  Class 
'ace  Seats  give  business  travelers  space  to 
nk,  work  and  relax. 

lUXUXy  To  celebrate  our  new  flight  we're 
zing  First  and  Clipper  Class  passengers  on 
2  747SP  "Clipper  President"  complimentary 
'■mwel  limousine  service  from  Heathrow  to 
wntown  London  during  our  first  thirty  days 
service. 


1  iming  Flight  100  puts  you  in  London  in 
time  for  a      good  night  s  sleep.  And  in  time  to 
miss  London's  rush  hour. 

Price  Pan  Am  lets  you  choose  between  First 
Class,  Clipper  Class  and  Cabin  Class':'"  The 
Concorde  charges  one  price.  And  it's  higher  than 
our  First  Class. 

Extras  As  a  WorldPass  member,  you'll  receive 
a  free  roundtrip  Cabin  Class  ticket  to  any  Pan  Am 
city  in  the  continental  U.S.  good  for  travel  be- 
tween July  27  and  November  15.  Just  for  flying 
roundtrip  to  London  in  First  or  Clipper  Class 
using  Flight  100  between  April  24  and  June  30. 
Certain  conditions  apply. 

For  reservations  and  information,  call 
your  Travel  Agent,  Corporate  Travel 


Department  or  Pan  Am. 


Ran  Am.\bu  Can  t  Beat  The  Experience 

edules  subject  to  change  without  notice 


As  I  See  It 


work  job  programs  that  don't  really 
create  anything.  It  would  be  much 
more  productive  for  workers  who 
can't  find  employment  to  retrain. 

The  Administration  said  recently  that 
6%  was  the  normal  unemployment  rate 
in  America  today. 

Olson.  The  difficulty  with  such  projec- 
tions is  they  skew  people's  thoughts 
to  the  wrong  sorts  of  problems.  Many 
companies  are  now  busily  early-retir- 
ing workers  at  huge  costs.  The  lump 
sum  payments  required  are  enor- 
mous. In  many  cases  these  are  very 
productive  workers  who  in  just  a  few 
years'  time  will  be  needed. 

As  people  begin  to  realize  that  un- 
employment is  thawing  it  will  be- 
come clear  that  the  sorts  of  things  we 
should  have  been  doing  were  different 
from  the  things  we  were  doing.  In- 
stead of  trying  to  find  ways  to  scurry 
away  the  unemployed,  we  should  be 
encouraging  mobility  and  encourag- 
ing retraining  of  people. 

Isn 't  that  easier  said  than  done? 
Olson:  Absolutely.  But  we  are  making 
some  progress.  The  junior  colleges 
and  the  community  colleges  are  help- 
ing people  who  don't  have  good  jobs 
to  learn  skills  and  find  good  jobs. 
They  are  also  helping  companies  re- 
train their  employees.  Basically,  the 
entire  work  force  has  to  be  retrained. 
I'm  optimistic  because  the  U.S.  work 
force  is  an  educated,  flexible  group. 

But  one  of  the  problems  of  the  unem- 
ployed is  that  they  are  not  or  cannot  be 
flexible. 

Olson:  That's  true,  but  the  overall 
group  is.  The  unemployed  are  prob- 
ably the  least  flexible  people.  They 
may  have  the  desire  to  move,  but  they 
don't  have  the  skills. 

You're  not  concerned  about  techno- 
logical unemployment — what  happens  to 
batik  tellers,  for  example,  when  they  're 
replaced  Ijy  automatic  tellers? 
Olson:  Two  points.  The  most  impor- 
tant is  it  depends  upon  our  interna- 
tional competitiveness.  If  we  can 
compete  internationally  then  there 
are  many  other  markets;  the  workers 
who  design  the  automatic  tellers  will 
have  much  higher  wages  than  the  tell- 
ers did  and  they  will  spend  these  to  a 
large  extent  on  services  creating  more 
service  jobs.  More  productivity  in  one 
area  generates  more  demand  in  an- 
other area  as  long  as  we  continue  to 
compete.  There  is  no  historical  prece- 
dent for  increases  in  productivity 


leading  to  decreases  in  overall  em- 
ployment. In  a  worldwide  competi- 
tive, situation,  the  quickest  way  to 
raise  unemployment  over  the  long 
haul  is  to  fail  to  redeploy  resources  in 
the  surge  of  new  technology. 

If  a  shortage  does  det'elop,  how  and 
when  will  we  begin  to  see  it? 
Olson:  Shortage,  of  course,  is  a  transi- 
tory thing  in  any  market.  The  most 
important  thing  that  leads  to  it  is  the 
element  of  surprise.  There  are  few 
things  more  easily  predictable  than 
the  age  structure  of  the  population; 
the  age  structure  of  the  labor  force  is 
just  a  short  hop  behind.  Yet  we're 
going  along  a  path  we've  gone  along 
for  15  years.  Our  whole  industry 
structure,  our  whole  educational 
structure  is  by  now  adapted  to  this 
well-known  phenomenon  of  a  huge 
army  of  young  people  coming  into  the 
labor  force  every  year. 

It  was  an  unusual  period,  but  15 


By  Aaron  Bernstein 

In  the  competitive,  low-margin 
business  of  baking  bread,  com- 
pany after  company  is  flounder- 
ing, has  folded  or  has  been  taken  over. 
One  has  consistently  prospered, 
though — Flowers  Industries,  Inc., 
based  in  the  little  southwest  Georgia 
town  of  Thomasville  (pop.  20,000). 

By  picking  up  one  failing  bakery 
after  another  and  making  them  profit- 
able, Flowers  has  grown  from  5  plants 
with  $36  million  in  revenues  when  it 
went  public  in  1968  to  a  30-plant, 
$500  million  firm  in  13  states.  Flow- 
ers is  the  largest  independent  bakery 
left  in  the  country  and  the  only  major 
baking  firm  that  has  not  changed 
hands  in  the  past  25  years. 
The  knack  of  turning  around  bak- 


years  is  a  long  time;  by  now  business 
managers  are  used  to  it,  to  not  having 
to  worry  about  losses  of  workers  be- 
cause there  were  always  more  work- 
ers ready  to  take  the  jobs.  Large  turn- 
over, if  anything,  has  been  beneficial. 
It  helped  companies  lower  their  salary 
structure.  All  these  attitudes  have 
been  underlined,  ratified,  by  the  cur- 
rent recession.  So  we  think  the  future 
will  be  the  same. 

But  the  labor  market  is  about  to  be 
turned  on  its  head.  We  should  see  the 
signs  before  1985.  We're  moving  from 
a  labor-surplus  but  not  challenged 
economy  into  an  internationally  chal- 
lenged labor-short  economy,  so  it  be- 
comes important  to  learn  how  to  use 
labor  productively,  efficiently  and 
cheaply.  The  danger  is  that  we  will 
take  today's  high  unemployment  and 
think  about  the  future  in  those  terms, 
fail  to  meet  the  imperatives  and  fol- 
low the  British  into  genteel  poverty. 
We  must  avoid  that  danger.  ■ 


eries  where  others  have  failed  has 
kept  Flowers'  earnings  growing  at 
14%  annually  over  the  past  five  years, 
and  sales  at  17%.  Return  on  equity 
averages  over  19%  on  long-term  debt 
that  has  been  little  more  than  30%  of 
capital. 

The  strategy  of  growth  by  acquisi- 
tion'began  in  1964,  when  the  com- 
pany was  already  45  years  old;  it  was 
rounded  by  William  Flowers  in  1919 
as  a  small  bakery  and  ice  cream  shop 
in  Thomasville.  The  serious  growth 
began  in  1964,  after  his  son  William 
Jr.  took  charge. 

Since  1964  Flowers  has  put  the 
magic  touch  on  27  companies.  Flow 
ers'  technique  starts  with  a  bakery 
that  is  failing  and  can  be  picked  up 
cheap.  Usually  it  needs  modem 
equipment,   which   Flowers  funds. 


Rule:  Its  tough  making  money?  out  of 
bread  baking.  The  exception:  Flowers  In- 
dustries— big,  profitable  and  growing. 


Making  dough 
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BOUT  DRUNK  DRIVING. 


li'runk  driver  is  like  a  loaded  gun, 
ftp  you  as  the  target.  Every  20  min- 
ijs  on  average  the  gun  takes  aim. 
Irji  another  life  is  tragically  lost, 
i  )runk  driving  costs  us  800,000 
Stj  dents  a  year,  and  25,000  needless 
I  ths.  It  adds  hundreds  of  millions 
Ijollars  to  the  insurance  premiums 
t  ill  pay 

I  jiomething  must  be  done. 

phe  property  and  casualty  insur- 
t  p  industry  is  helping.  As  a  first 
B,  we've  assembled  the  facts  you 
i'  i i  to  know  about  which  preventive 
IJisures  work,  and  which  ones  don't. 
8  bugher  drunk  driving  laws  alone 


are  not  the  answer.  The  more  severe 
the  penalties,  the  more  reluctant 
judges  and  juries  are  to  impose  them. 

Instead,  new  approaches  are 
attacking  the  problem  at  its  source: 
the  attitudes  of  potential  offenders 
and  of  society  at  large.  Drinking 
before  driving  must  become  a  social 
stigma,  instead  of  a  socially  accept- 
able form  of  homicide. 

There  are  signs  that  this  change 
in  attitude  is  beginning  to  take  shape. 
And  there  are  ways  that  all  of  us  — 
governments,  community  groups, 
concerned  individuals  — can  help 
the  change  happen  faster. 


Our  latest  report,  Drunk  Driving: 
A  Killer  We  Can  Stop,  explains 
what  each  of  us  can  do  in  the  life-or- 
death  battle  against  drunk  driving. 

We'd  like  you  to  have  a  copy,  free 
of  charge. 


DOIT. 


Insurance  Information  Institute 
110  William  Street 
New  York.  NY  10038 


Please  send  me  a  free  copy  of  Drunk  Driving: 
A  Killer  We  Can  Stop. 


Zip  X2 


INSURANCE  INFORMATION  INSTITUTE 

A  nonprofit  action  and  information  center. 


around  yet.  But  together  with  Jack's 
Cookie  Co.,  a  snack-food  maker  Flow- 
ers bought  last  July,  they  have  added 
about  $100  million  to  Flowers'  rev- 
enue base.  Flowers  has  also  gotten 
into  convenience  foods,  mainly  fro- 
zen foods,  in  recent  years,  which  ac- 
count for  13%  of  sales. 

The  acquisition  strategy  has  had  a 
cloud  hanging  over  it  since  1972, 
when  the  Federal  Trade  Commission 
began  an  antitrust  investigation 
against  Flowers  for  some  of  the  bak- 
eries it  had  acquired.  The  resulting 
suit,  filed  in  1980,  is  still  undecided. 

McMullian,  however,  points  out 
that  the  FTC  has  not  told  him  to  stop 
other  acquisitions  Flowers  has  made 
since  the  investigation  began  1 1  years 
ago.  Nor  was  there  any  complaint 
when  the  two  West  Virginia  bakeries 
were  acquired,  even  though  they 
seemed  to  follow  the  pattern  of  those 
challenged  in  the  suit. 

After  Anheuser-Busch  took  over 
Campbell-Taggart  and  General  Foods 
took  over  Entenmann's  last  year, 
speculation  on  Wall  Street  naturally 
turned  to  Flowers.  The  Flowers  fam- 
ily, however,  controls  some  30%  of 
the  stock,  and  seven  family  members 
make  their  living  with  the  company. 
Is  it  then  untouchable?  Says  McMul- 
lian, "It  would  take  an  extraordinarily 
attractive  offer  to  change  our  prefer- 
ence to  remain  independent."  ■ 


Making  jelly  rolls  at  Flou  ers'  Spartanburg,  S  C.  plant 

Let  the  other  fellow  make  the  brown-and-serve  rolls — and  reciprocate. 


Management  may  need  to  be  changed, 
and  often  the  product  line  is  varied 
and  improved.  "We  bite  off  a  little  at  a 
time,  take  a  little  risk  to  add  to  the 
revenue  base,"  says  Amos  McMul- 
lian, who  took  over  as  the  first  non- 
Flowers  family  president  in  1976. 

Each  new  bakery  is  fitted  quickly 
into  the  Flowers'  "reciprocal  baking 
system."  This  system  is  widely  used 
in  the  industry,  but  it  has  been  honed 
to  a  fine  cost-cutting  edge  by  Flowers. 

Each  of  Flowers'  26  baking  plants  is 
assigned  a  product  line  as  soon  as  it  is 
acquired.  The  Atlanta  plant  makes 
white  bread,  for  instance.  Opelika, 
Ala.  makes  brown-and-serve  rolls.  To 
complete  the  product  line  in  its  area, 
each  plant  draws  on  neighboring 
Flowers  plants.  "This  allows  us  to 
take  advantage  of  long  production 
runs,  which  is  much  cheaper  even 
with  the  added  transportation  costs," 
says  McMullian. 

Each  Flowers  plant  manager  de- 
cides almost  everything  except  fi- 
nancing and  which  product  he  is 
assigned.  A  bonus  system  rewards  lo- 
cal management  on  the  basis  of  the 
record  at  each  plant. 

The  local  manager  also  sets  the 
price  of  his  product  and  sells  it  to 
other  Flowers  units  at  the  same  price 
at  which  he  sells  to  other  wholesalers. 
"By  keeping  the  transfer  price  equal  to 
the  market  price,  we  make  sure  every- 


one is  honestly  looking  at  their 
costs,"  says  Martin  Wood,  chief  finan- 
cial officer  and  son-in-law  of  William 
Flowers  Jr. 

The  result  is  one  of  the  most  effi- 
cient operations  in  the  industry.'  Says 
Arthur  Lichtendorf  of  E.F.  Hutton, 
"They  are  able  to  get  up  to  40  full 
inventory  turns — the  time  it  takes  to 


By  picking  up  one  failing 
bakery  after  another  and 
making  it  profitable,  Flow- 
ers has  grown  to  a  30 -plant, 
$500  million  firm. 


put  a  loaf  on  the  shelf  from  the  time 
the  raw  material  comes  to  the  plant — 
per  year.  They  and  Campbell-Taggart 
are  the  only  ones  making  real  money 
on  bread  these  days." 

With  most  day-to-day  decisions 
made  at  the  local  level,  corporate  staff 
is  kept  to  under  100,  including  secre- 
taries and  receptionists.  Says  McMul- 
lian, "This  decentralized  philosophy 
has  made  the  reciprocal  system  work, 
and  that  in  turn  allows  us  to  make 
money  on  economies  of  scale,  which 
others  can't  do  in  this  business." 

Last  year  Flowers  picked  up  Betsy 
Ross  Bakeries  and  Purity  Baking  Co., 
both  in  West  Virginia.  Both  were  un- 
profitable and  have  not  been  turned 
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The  New  Structure  of  Housing 


By  Edward  T.  OToole 


Remember  the  good  old 
days  before  inflation  rode 
roughshod,  like  the  Fifth  Horseman 
of  the  Apocalypse,  over  the  eco- 
nomic landscape? 

Remember  back  in  1970  when 
you  could  buy  a  loaf  of  bread  for  a 
quarter,  a  gallon  of  gas  for  half  a 
buck,  and  a  very  decent  house  for 
under  $30,000  financed  with  a 
single-digit  mortgage? 

Better  forget  all  that,  friends.  A 
250  loaf  of  bread  is  water  over  the 
dam.  Cheap  gasoline  is  buried 
under  the  snows  of  yesteryear. 
A  decent  house  for  $30,000  with 
a  single-digit  mortgage?  Only  if 
there's  a  local  Realtor  on  Fantasy 
Island. 

Thankfully,  the  disinflation  of  the 
Eighties  has  put  a  checkrein  on 
most  of  the  runaway  price  increases 
of  the  Seventies  (And  let's  hope 
permanently — although  the  jury  is 
still  out.)  The  consumer  is  spending 
only  a  few  cents  more  in  '83  to  fill 
the  breadbasket  than  in  '82 
And  the  cost  of  a  gallon  of  gas 
may  drop  below  a  dollar  after 
hitting  $1.50  last  year. 


House  Prices  Climb 

So  how  about  housing?  Well, 
that's  something  else,  unfortunately. 
That  is,  unfortunately  for  the  40- 
million  additional  home  buyers  in 
the  Eighties,  but  fortunately  for  the 
millions  of  home  sellers,  as  the 
price-trend  chart  below  attests . 

Up,  up  and  away  goes  this  flight 
curve  for  house  prices  graphed  by 
Mike  Sumichrast,  chief  economist  of 
the  National  Association  of  Home 
Builders  and  acknowledged,  far 
and  wide,  as  one  of  the  most  relia- 
ble forecasters  in  the  business. 
House  prices  soared  in  the  Seven- 
ties. While  they're  not  expected  to 
climb  quite  so  fast  in  the  Eighties, 
you  should  be  prepared  for 
them  to  more  than  double — consid- 
erably more. 

Mortgage  rates?  They've  sub- 
sided significantly  in  recent  months 
from  the  nosebleed  levels  of  only 
last  summer,  when  the  going  rate 
was  17%.  In  March,  lenders  were 
getting  about  123/4%,  down  by  more 
than  Va%  from  February,  and  at  the 
lowest  level  in  32  months. 

What's  more,  experts  like  Kevin 
Villani,  chief  economist  of  the 
Federal  Home  Loan  Mortgage  Cor- 
poration (aka  Freddie  Mac), 
believes  these  rates  will  come  down 
a  bit  more.  Kevin  feels  they  may 
even  get  below  12%  in  the  next  six 


months  or  so.  But  he  expects  them 
to  level  off  and  perhaps  even  to 
begin  rising  again  thereafter. 

The  message  here  is  that,  like  the 
Flightless  Dodo  and  the  Millionaire 
Uncle,  the  Single-Digit  Mortgage  is 
an  extinct  species. 

American  Dream  Fulfilled 

Actually,  the  housing  industry  is 
all  but  extinct  itself — at  least  the 
original  industry  that  made  the 
American  Dream  of  homeownership 
come  true.  Since  World  War  II,  more 
than  55  million  new  houses  and 
apartments  have  become  home  for 
an  equivalent  number  of  American 
families.  We  have  become,  in  a  gen- 
eration, a  nation  of  homeowners 
rather  than  renters.  Two-thirds  of  all 
U.S.  households  now  own  their 
homes. 

The  old  housing  industry  didn't 
spring  full-grown  from  the  brow  of 
Jove.  It  got  started  a  half-century 
ago  when  industry  and  government 
joined  forces  to  shape  a  new  sys- 
tem for  home  buying.  Special 
mortgage-lending  institutions  were 
created.  Interest  rate  ceilings  were 
placed  on  savings  accounts  to  as- 
sure a  low-cost  source  of  mortgage 
funds.  Mortgage  loans  were  insured 
and  guaranteed.  Credit,  the  life- 
blood  of  the  housing  industry,  thus 
could  move  readily  from  lender  to 
borrower. 


Median  Sales  Prices 
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In  the  opinion  of  Bond  Counsel,  under  existing  statutes  and  court  decisions,  interest  on  the  Series  A  Bonds  is 
exempt  from  federal  income  taxes,  except  that  no  opinion  is  expressed  as  to  the  exemption  from  such  taxes  of 
interest  on  any  Series  A  Bond  for  any  period  during  which  such  Bond  is  held  by  a  person  who,  within  the 
meaning  of  Section  103(b)  of  the  Internal  Revenue  Code  of  1954,  as  amended,  is  a  "substantial  user"  of 
the  facilities  with  respect  to  which  the  proceeds  of  the  Series  A  Bonds  were  used  or  a  "related  person". 
See  "Tax  Exemption"  in  the  Official  Statement.  The  Act  provides  that  the  bonds  of  the.  Authority  and 
the  income  therefrom,  including  any  profit  made  on  the  sale  thereof,  shall  at  all  times  be  free 
from  taxation  of  every  kind  by  the  Commonwealth  of  Virginia  and  by  the  municipalities  and 
all  other  political  subdivisions  of  the  Commonwealth. 

NEW  ISSUE 


$60,345,529.60 

Virginia  Housing  Development  Authority 

Multi-Family  Housing  Bonds,  1983  Series  A 

Dated:  January  15, 1983  for  the  Current  Interest  Paying  Bonds  Due:  November  1  and  May  1 

February  8, 1983  for  the  Capital  Appreciation  Bonds  as  shown  below 

The  Capital  Appreciation  Bonds  and  principal  on  the  Current  Interest  Paying  Bonds  are  payable  at  the  principal  office  of 
Bank  of  Virginia  Trust  Company,  Richmond,  Virginia,  Trustee,  at  maturity  or  redemption.  Semi-annual  interest  on  the  Current 
Interest  Paying  Bonds  is  payable  November  1  and  May  1,  commencing  November  1,  1983  by  check  or  draft  of  the  Trustee 
mailed  to  the  registered  owner  of  each  bond.  Issuable  as  fully  registered  bonds  in  $5,000  denominations  for  the  Current  Interest 
Paying  Bonds  and  in  $5,000  maturity  amounts  for  the  Capital  Appreciation  Bonds,  and  in  integral  multiples  thereof. 

The  Series  A  Bonds  are  subject  to  redemption  prior  to  maturity  as  set  forth  in  the  Official  Statement. 

Current  Interest  Paying  Bonds 
$20,735,000  Serial  Bonds  with  maturities  from  May  1,  1984  to  November  1, 1992 
$33,500,000  10%  Term  Bonds  maturing  November  1, 2004  at  100% 

Capital  Appreciation  Bonds 
$6,110,529.60  Serial  Bonds  with  maturities  from  May  1, 1993  to  November  1, 1998 


The  Scries  A  Bonds  are  secured  by  Mortgage  Loans,  Revenues  and  other  funds  and  assets  of  the  Authority  pledged  thereto,  and 
are  general  obligations  of  the  Authority  payable  out  of  any  of  the  Authority's  revenues,  moneys  or  assets,  subject  to  agreements 
heretofore  or  hereafter  made  with  holders  of  notes  and  bonds,  other  than  the  Series  A  Bonds,  all  as  more  fully  described  in  the 
Official  Statement. 

The  Authority  has  no  taxing  power.  The  Series  A  Bonds  do  not  constitute  a  debt  or  grant  or  loan  of  credit  of  the  Common- 
wealth of  Virginia,  and  the  Commonwealth  shall  not  be  liable  thereon,  nor  shall  the  Series  A  Bonds  be  payable  out  of 
any  funds  other  than  those  of  the  Authority. 


The  Series  A  Bonds  are  offered  when,  as  and  if  issued  and  received  by  the  Underwriters,  subject  to  prior  sale,  or  withdrawal  or  modifica- 
tion of  the  offer  without  notice,  and  to  the  approval  oj  legality  by  Hawkins,  Dclafield  &  W  ood,  New  York,  N .  Y '.,  Bond  Counsel  to 
the  Authority.  Certain  legal  matters  will  be  passed  upon  jor  the  Authority  by  its  Counsel,  Christian,  Barton,  Epps,  Brent  &  Chappell, 
Richmond,  Virginia  and  jor  the  Underwriters  by  their  Counsel,  Hayncs  &  Miller,  Washington,  D.  C.  It  is  expected  that  the  Bonds  in 
definitive  form  will  be  available  jor  delivery  in  New  York,  A".  I'.  on  or  about  February  S,  1983.  The  offering  oj  the  Bonds  is  made  by 
means  oj  the  Official  Statement,  copies  oj  which  may  be  obtained  in  jurisdictions  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  brokers  or  dealers  as  may  lawfully  offer  such  Bonds  in  such  jurisdictions.  Bonds  of  particular  maturi- 
ties may  or  may  not  be  available  from  the  undersigned  or  others  at  the  above  prices  on  or  after  the  date  of  this  announcement. 


Kidder,  Peabody  &  Co. 

Incorporated 

Salomon  Brothers  Inc  Blyth  Eastman  Paine  Webber 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 
Craigie  Incorporated  Wheat,  First  Securities,  Inc. 

January  18,  1983 


Housing  Leads  Recovery 

The  unimpeded  view  in  the  rear- 
view  mirror  clearly  shows  that  the  fat 
years  of  economic  growth  in  the 
Fifties  largely  resulted  from  the 
housing  boom.  Home  building  con- 
stituted a  major  part  of  the  construc- 
tion industry.  New  houses  meant 
new  washing  machines,  new  refrig- 
erators, new  TV  sets  and  a  broad 
array  of  other  durable  goods.  New 
housing  developments  required 
additional  roadways,  shopping  cen- 
ters, utilities  and  other  services  Ail 
of  which  added  up  to  increased  out- 
put by  the  lumber,  metals  and  other 
smokestack  industries. 

Small  wonder,  then,  that  housing 
has  come  to  be  known  as  "the  key 
industry."  As  "an  economic  bell- 
wether. "  The  old  housing  industry 
has  undergone  dramatic  changes, 
but  housing  still  remains  a  vital  deter- 
minant of  economic  development. 


If  real  economic  recovery  isjn  fact 
currently  in  progress,  its  continu- 
ance will  rely  on  a  healthy  housing 
industry.  Economists  generally 
agree  that  a  strong  performance  in 
housing  this  year  will  not  assure 
stable  economic  growth  by  itself. 
But  they  concur  even  more  fully  that 
the  economy  will  not  reach  firmer 
ground  unless  housing  leads 
the  way 

Since  World  War  II,  every  pre- 
Reagan  president  and  each  Con- 
gress have  demonstrated  their 
awareness  of  the  economic  impor- 
tance of  housing  by  assigning  it  top 
priority.  Housing  got  bipartisan  sup- 
port. The  universal  credo  seems  to 
have  been:  what  was  good  for  hous- 
ing was  good  for  the  country. 

But  beginning  in  the  Seventies, 
inflation  demolished  this  traditional 
value  system.  For  the  first  time,  con- 
sumers saw  their  cost-of-living 
escalate  beyond  the  purchasing 


power  of  their  incomes  In  search  of 
higher  returns  for  their  savings,  they 
moved  billions  of  dollars  out  of  thrift 
institutions  —  the  major  source  of 
mortgage  credit — and  into  money 
market  funds. 

There  was  an  increasing  aware- 
ness, too,  that  the  best  inflation 
hedge  was  a  house.  While  inflation 
was  rising  113%  between  1970  and 
1980.  home  prices  boomed  170%. 
In  addition  to  the  millions  of  Ameri- 
cans in  the  market  for  houses  for 
the  usual  family-related  reasons, 
hundreds  of  thousands  of 
mortgage-seekers  bore  down 
on  the  market  motivated  by  inter- 
est in  acquiring  an  investment 
instrument  rather  than  an  instru- 
ment of  shelter. 

Skyrocketing  house  prices  and 
interest  rates  twisted  the  accus- 
tomed structure  of  the  housing 
industry  into  new,  unrecognizable 
shapes  These  profound  and  pervai 
sive  changes  included: 
■  A  back-breaking  scissors  on  the 
savings  and  loans  and  other  thrift 
institutions  that  were  caught  in 
the  vise  of  borrowing  short  (from 
depositors)  and  lending  long  (tol 
mortgage  borrowers).  Hundreds- 
of  S&Ls  went  belly-up 
§5  The  virtual  disappearance  of  the) 
30-year,  fixed-rate  mortgage  as 
the  principal  form  of  financing  in 
strument.  (Although  it  is  begin- 
ning to  make  a  comeback  ap- 
pearance now  that  interest  rates 
are  subsiding  and  thrift  institu- 
tions are  flush  with  money-marks 
funds.) 
H  An  "affordability  crisis" 

resulting  from  rajah-level  prices 
and  interest  rates  that  relegated 
all  but  the  most  affluent  bor- 
rowers to  the  sidelines. 

New  Mortgages  Appear 

With  most  familiar  landmarks  all 
but  obliterated,  "creative  financing 
soon  became  the  watchword  in  the 
housing  market.  To  replace  the  cor 
ventional  fixed-rate  mortgage,  a 
whole  passel  of  adjustable  kinds  o 
loan  agreements  soon  were  in 
vogue.  These  included: 

ARMS— Adjustable  rate  mort- 
gages providing  for  variable  pay- 


RAUSCHER  PIERCE  REFSNES,  INC., 
since  1979  has  been  managing  underwriter 
for  over  $1.6  billion 
in  tax  exempt  housing  financings. 

These  funds  have  provided  over  17,000  families  afford- 
able financing  for  the  purchase  of  single  family  homes 
and  have  financed  over  15,000  apartment  units 
throughout  the  nation. 

Billions  of  additional  dollars  will  be  required  by  the 
housing  industry  to  satisfy  future  needs.  We  are  dedi- 
cated to  helping  meet  that  demand,  as  in  the  past, 
through  innovative  methods  of  financing  that  will 
provide  the  needed  capital  for  the  housing  industry. 


RAUSCHER  PIERCE  REFSNES,  INC. 

Investment  Banking  Offices  in 
Dallas      Phoenix      Houston     San  Ftancisco     New  York 
Member  SI  PC 


ment  rates  linked  to  an  index—  e.g. 
a  six-month  Treasury  bill.  This  re- 
duced the  risk  for  the  lender,  who 
wasn't  tied  to  any  set  rate,  and 
increased  the  risk  for  the  borrower, 
whose  fixed-rate  protection 
disappeared. 

GEMS- -Graduated  equity  mort- 
gages whereby  payments  would 
increase  annually  by  stipulated 


amounts,  usually  4%.  This  allowed 
repayment  of  the  entire  mortgage 
within  15  years  or  less. 

GPMS— Graduated  payment 
mortgages  that  began  with  lower 
than  average  monthly  payments. 
These  gradually  increased,  theo- 
retically in  step  with  the  borrower's 
ability  to  pay. 

BUYDOWNS— A  common  met- 


This  advertisement  i«  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities 
The  offering  is  made  only  try  the  Prospectus  Supplement  and  the  Prospectus  to  which  it  relates. 


March  4, 1983 


$401,696,552.27 


FNMA 


FEDERAL  NATIONAL 
MORTGAGE  ASSOCIATION 


Guaranteed  Mortgage  Pass-Through  Certificates 

(Fixed  Rate  Residential  Mortgage  Loans) 


UV2%  Pass-Through  Rate,  FNMA  Pool  Number  CL001381 

Principal  and  Interest  payable  on  the  25th  day  of  each  month  beginning  April  25, 1983 


THE  OBLIGATIONS  OF  FNMA  UNDER  ITS  GUARANTY  ARE  OBLIGATIONS  SOLELY  OF  FNMA  AND 
ARE  NOT  BACKED  BY  THE  FULL  FAITH  AND  CREDIT  OF  THE  UNITED  STATES.  THE  CERTIFICATES 
ARE  EXEMPT  FROM  THE  REGISTRATION  REQUIREMENTS  OF  THE  SECURITIES  ACT  OF  1933  AND 
ARE  "EXEMPTED  SECURITIES"  WITHIN  THE  MEANING  OF  THE  SECURITIES  EXCHANGE  ACT  OF  1934. 

Each  Certificate  offered  by  the  Prospectus  dated  February  28, 1983and  the  Prospectus  Supplement  dated  March  2, 1983 
will  evidence  a  fractional  undivided  interest  in  a  pool  of  mortgage  loans  (the  "Pool")  formed  by  the  Federal  National 
Mortgage  Association  ("FNMA"),  a  corporation  organized  and  existing  under  the  laws  of  the  United  States.  The  Pool 
contains  conventional  fixed  rate  level  installment  home  mortgage  loans.  FNMA  will  have  certain  contractual  servicing 
responsibilities  with  respect  to  the  Pool.  In  addition,  FNMA  will  be  obligated  to  distribute  scheduled  monthly 
installments  of  principal  and  interest  (adjusted  to  the  Pass-Through  Rate)  to  Certificateholders,  whether  or  not 
received  FNMA  will  also  be  obligated  to  distribute  to  Certificateholders  the  full  principal  balance  of  any  foreclosed 
mortgage  loan,  whether  or  not  such  principal  balance  is  actually  recovered. 


Price  97.50% 

(Plus  accrued  interest  at  the  Pass-Through  Rate  from  March  1, 1983) 


Copies  of  the  Prospectus  Supplement  and  the  Prospectus  to  which  it  relates  may  be  obtained 
from  the  undersigned  underumters  only  in  States  in  which  these  securities  may  lawfully  be  offered 


WARBURG  mHlBAS  Bit  KIR 

AG.BtCKiR 


THE  FIRST  BOSTON  CORPORATION 
GOLDMAN,  SACHS  &  CO. 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch.  Pierce.  Frnner  &  Smith  Incorporated 

SALOMON  BROTHERS  INC 

BANK  OT  AMI  » I.  .  1    HEAR.  STEARNS  &  CO    DILLON,  READ  &  CO.  INC.    KIDDER,  PEABODY& CO. 

Incorporated 


LEHMAN  BROW.    -  KUhX  LOEB 

incorporated 

THOMSON  McKIN  S  ON  Si      RITIES  INC. 


PRUDENTIAL-BACHE 

Securities 


SHEARSON/AMERICAN  EXPRESS  INC. 
DEAN  WITTER  REYNOLDS  INC. 


hod  for  builders  to  help  their  buyers 
qualify  for  mortgage  loans.  The  buy 
down  usually  was  a  lump  sum  paid 
to  the  lender  up  front  in  exchange  for 
a  lower  interest  rate  for  the  borrower. 

SAMS — Shared-appreciation 
mortgages  whereby  the  lender  usu- 
ally gave  the  borrower  a  lower  interest 
rate  in  the  early  years  of  the  mortgage 
in  return  for  a  share  in  the  apprecia- 
tion of  the  home  at  a  later  date. 

Those  are  only  a  few  of  the  basic 
themes  in  the  new  mortgage  music 
to  which  the  housing  market 
danced  beginning  in  the  late  Seven 
ties.  In  reality,  there  were  many 
variants  to  these  themes.  For  exam- 
ple, Bill  Matzenbach,  who  heads 
Manufacturers  Hanover  Mortgage 
Corporation,  recently  announced 
his  mortgage  bank  has  expanded 
its  product  line  to  include  112  varia 
tions  for  its  FHA/VA  and  conven- 
tional (non-government  guaran- 
teed) mortgage  programs. 

The  new  housing  industry  thus 
supplemented  the  unwieldy,  un- 
manageable, 30-year,  fixed-rate 
mortgage  diva  with  a  sparkling  new 
chorus  line  of  mortgage  starlets.  But 
another  major  change,  a  genuine 
change  of  greater  significance,  was 
also  in  the  making:  the  rise  of  the 
secondary  market  as  the  chief 
source  of  mortgage  funds. 

Secondary  Market  Expands 

The  secondary  mortgage  market 
in  effect,  is  a  network  embracing 
mortgage  originators  who  sell  their 
loans  to  institutional  investors  for 
portfolio  purposes.  Originally,  the 
secondary  market  played  only  a 
supporting  role  in  the  mortgage 
lending/borrowing  process.  For  the 
most  part,  the  practice  of  the  sav- 
ings and  loan  institutions  and  other 
originators  would  be  simply  to  ware 
house  their  mortgage  loans  and  live 
off  the  spread.  The  spread  was  the 
profitable  differential  between  what 
an  originator  would  pay  in  the  form 
of  interest  rates  on  deposits  and 
what  it  would  earn  as  interest  on  its 
mortgages.  A  mortgage  originator 
attracting  enough  deposits  to  meet 
its  loan  demands  had  little  reason  tq 
resort  to  the  secondary  market. 

That  was  in  the  old  days.  But  to 
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and  Mortgage  Related  Securities 
"  Than  Any  Other  Participant 
in  the  Secondary  Market 
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Salomon  Brothers  Inc: 
Innovation 

PerfcUce 


BOOM. 


If  you  listen  carefully 
you  can  hear 
the  sound  of  falling 
interest  rates. 


There  is  a  modest 
boom  underway  in  the 
housing  industry,  and 
one  of  its  causes  is  fall- 
ing interest  rates.  As 
mortgage  interest  rates 
drop,  housing  indica- 
tors are  looking  up. 
And,  as  goes  housing, 
so  goes  much  of  the 
nation's  economy. 


According  to  many 
analysis,  a  gradual, 
housing-led  recovery  is 
underway  nationwide 
and  is  expected  to  con- 
tinue throughout  1983. 


Of  course,  falling  inter- 
est rates  are  not  the 
sole  cause  of  the  hous- 
ing boom.  The  release 
of  pent-up  demand  is  a 
corollary  cause.  More 
young  families  are  look- 
ing for  more  first 
homes  now  than  at  any 
time  in  our  nation's  his- 
tory. You  need  only  lis- 
ten to  most  American 
families  to  realize  that  a 
home  of  their  own  is  a 
deep  and  persevering 
need. 


With  that  in  mind,  we 
have  every  reason  to 
beiieve  that  the  houg 
ing-led  recovery  wi 
continue,  as  the  sour 
of  falling  interest  rate: 
becomes  louder  and 
louder. 


Lomas  &  Nettleton 

The  nation's  largest  mortgage  banking  institution  Branches  throughout  the  United  States. 
Corporate  offices:  Dallas,  Texas  cor  -opies  of  our  1982  Annual  Report,  write  or  call:  Lomas  &  Nettleton,  PO  Box  225644.  Dallas,  Texas  75265,  (214)  746-72 


There's  never  been  a  bettertime 
Wall  Suo  meet  Main  St. 
at  Freddie  Mac 


"he  housing  recovery  is  underway, 
md  Freddie  Mac,  with  its  capabilities, 
■ack  record  and  programs,  is  ready  to 
nove  Wall  Street  dollars  to  Main 
treet  homes. 

Chartered  by  Congress  as  a  part  of 
ie  Federal  Home  Loan  Bank  System, 
reddie  Mac  has  become  the  leader  of 
ke  secondary  market  for  conventional 
lortgages.  We've  sold  more  than  $65 
illion  worth  of  conventional  mort- 
age securities  in  our  short  history, 
"hat  s  more  than  anyone  else  has  — 
ver.  And  we  did  it  without  ever 
^cording  an  unprofitable  year. 

Freddie  Mac  has  responded  to  the 
ranging  structure  of  housing  finance, 
eveloping  new  programs  that  meet 
lie  needs  of  lenders  and  borrowers. 
Mere  are  some  of  the  ways: 

oily  Offer  Replacing  our  weekly 

laction,  the  establishment  of  a  daily 
rice  offer  gives  lenders  greater  flexi- 

lility  and  allows  them  to  balance  their 
ssets  and  liabilities  more  effectively. 

-and  S-Yeor  ARM'S  After  a  thorough 

lurvey  of  adjustable  rate  mortgages, 
jreddie  Mac  has  developed  a  new 
[urogram  of  30-year  mortgages  with 
ij-  and  5-year  payment  adjustments 
led  to  comparable  Treasuries.  It  is 
lesigned  to  give  lenders  the  option  of 

electing  the  index  best  suited  for  their 
lortfolio  management  needs.  We 

lelieve  our  new  ARM  program  will 
Main  substantial  support  from  lenders 
'  fid  investors  alike. 


Guaranteed  Rates  on  Future  Deliveries 

With  the  creation  of  30-,  60-,  90-  and 
120-day  forward  delivery  commit- 
ments, Freddie  Mac  will  guarantee 
interest  rates  at  the  time  of  commit- 
ment. Our  new  program  enables 
lenders  to  be  more  responsive  to  their 
customers  and  to  plan  ahead  with 
greater  certainty. 

IS-Year  Fixed  Rate  Program  Attractive 

to  lenders  because  of  the  shorter  term, 
to  home  buyers  because  of  the  fixed 
rate,  and  to  builders  because  of  the 
improved  impact  of  their  buydown 
dollars,  the  new  15-year  mortgages 
have  broad  appeal  throughout  the 
housing  industry.  After  assessing 
investor  interest  in  this  recent  develop- 
ment, Freddie  Mac  plans  to  create  15- 
year  PC's  (Participation  Certificates) 
in  response  to  it. 

Energy  Underwriting  Freddie  Mac 

has  devised  new  guidelines  to  enable 
lenders  to  identify  energy -efficient 
homes  more  readily,  thereby  enabling 


borrowers  to  qualify  more  quickly.  We 
estimate  this  program  could  qualify  a 
significant  number  of  additional  home 
buyers.  That's  many  more  customers 
for  our  customers. 

Guarantor  Program  Introduced  by 

Freddie  Mac  when  high  interest  rates 
were  crippling  savings  and  loans,  this 
program  allowed  thrifts  to  "swap"  their 
low-yielding  mortgages  for  our  more 
liquid  PC's.  In  1982  — a  depressed 
housing  year  by  any  standard  —  we  did 
a  record  volume  of  $28.  3  billion. 
"Swaps"  accounted  for  90%  of  that 
business.  Today,  this  program  applies 
to  new  mortgages,  as  well,  and  helps 
lenders  maintain  liquidity  when  they 
need  it. 

If  you're  looking  at  the  opportunities 
today's  housing  recovery  offers,  you'd 
do  well  to  take  a  closer  look  at  Freddie 
Mac.  For  more  information  about  us 
and  our  programs,  fill  out  and  send  us 
the  coupon  below.  In  the  1 3  years  we've 
been  in  business,  business  has  never 
looked  so  good. 


Freddie  Mac 

Federal  Home  Loan  Mortgage  Corporation 

KB 


1776  G  Street,  N.W 
P.O.  Box  37248 
Washington,  D  C 
20013-7248 


Name 


I  want  to  take  another  look  at  Freddie  Mac.  Please  send 
j   me  more  information  on  your  role  in  the  housing  industry. 

Title 


Company  name 

Address  

City  


State 


Zip 


satisfy  the  great  American  dream  in 
the  post-war  era,  mortgage  origina- 
tors found  themselves  increasingly 
tapping  the  secondary  market  for 
additional  loanable  funds.  In  1970, 
the  secondary  market  had  provided 
about  one-third  of  the  $44  billion 
that  went  into  mortgage  origina- 
tions. By  1980,  this  had  increased  to 
about  half  of  a  total  of  $144  billion. 
This  year,  the  secondary  market  is 
expected  to  generate  as  much  as 
80%  of  the  $160  billion  expected  in 
residential  mortgage  loans. 

The  biggest  investment  banks  on 
Wall  Street  fill  critical  roles  in  gener- 
ating secondary  market  funds  for 
residential  mortgages.  Salomon 
Brothers,  for  example,  long  one  of 
the  leaders  in  fixed-income  posi- 
tioning and  trading,  also  has  been 
one  of  the  key  innovators  in  mort- 
gage financing.  Recently,  Salomon 
Brothers  joined  forces  with  Banco 
Mortgage  Company,  a  mortgage 
banking  subsidiary  of  Northwest 


Bancorporation,  and  with  MGIC 
Services,  the  giant  insurance  firm, 
in  a  $2  billion  shelf  registration. 
Through  a  newly  named  conduit, 
Residential  Funding  Corporation, 
the  trilateral  combination  of  a  big  in- 
vestment bank,  a  big  commercial 
bank,  and  a  big  insurance  company 
will  make  available  a  huge  pool  of 
funds  for  mortgage  loans. 

Goldman  Sachs  is  another  blue- 
chip  securities  firm  that  is  breaking 
new  ground  in  housing  finance.  Like 
Salomon  Brothers,  Goldman  Sachs 
has  been  one  of  the  secondary  mar- 
ket wheelhorses  for  the  housing 
industry  for  many  years.  But  the  firm 
also  has  been  a  leader  in  a  relatively 
new  field  of  mortgage  loans,  known 
in  financial  circles  as  "public  financ- 
ing for  the  housing  market. "  Public- 
finance  mortgage  securities  are  tax- 
exempt  securities  (backed  by  resi- 
dential loans),  which  state  housing 
authorities  and  local  municipalities 
began  issuing  in  the  Seventies.  As 


Corner  America's 
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Advertise  in  Forbes  Financial  Supplements 

Coming  September  12  The  New  Closing  July  18 

Competitive  Arena 
for  Financial  Services 


Coming  October  24 


Commodities        Closing  August  29 


Coming  November  21 


Leisure  Years       Closing  September  26 


For  further  information  on  how  you  can  participate  in 
Forbes  Financial  Supplements  contact  Arnold  J.Prives, 
Director  of  Advertising  Supplements  at  (212)  620-2224 
or  Joan  var    iepen,  Co-Director  at  (212)  620-2450. 


interest  rates  and  house  prices 
soared,  the  American  Dream  ap- 
peared to  be  ascending  far  beyond 
the  reach  of  most  U.S.  families. 

The  tax-exempt  feature  of  the  se- 
curities the  municipal  bodies  (state 
authorities  included)  issued  enabled 
mortgage  rates  to  be  set  two  or  three 
percentage  points  below  the  going 
rates  for  potential  home  owners. 

From  a  standing  start  in  1978, 
public-finance  mortgage  securities 
have  become  an  increasingly  sig- 
nificant factor  in  house  financing. 
This  year,  some  $12  billion  in  such 
issues  are  expected  to  be  mar- 
keted, which  would  provide  for 
financing  approximately  225,000 
one-family  houses. 

Marketing  New  Issues; 
Secondary  Market  Mainstays 

Just  about  all  the  big  names 
among  Wall  Street  investment 
banks,  besides  Salomon  Brothers 
and  Goldman  Sachs,  are  ag- 
gressively pursuing  the  public- 
finance  business,  Kidder,  Peabody, 
for  example,  has  been  a  manager 
of  some  $200  million  of  securities 
issued  by  the  Alaska  Housing  Fi- 
nance Corporation  over  the  past 
year.  A  tax-exempt  issue  such  as 
this  enables  a  home  buyer  to  mort- 
gage the  first  $90,000  of  the  price  q 
the  house  at  a  9%  rate  (for  vet- 
erans), or  10%  for  others. 

Kidder,  Peabody,  has  been 
among  the  leading  innovators  on 
Wall  Street  in  designing  new  finan- 
cial instruments  for  housing 
finance — such  things  as  compounc 
interest  securities  (a  variant  of  zero 
bonds),  as  an  example. 

Another  familiar  name  in  house 
financing  is  Dean  Witter  Reynolds, 
also  an  aggressive  innovator  and 
underwriter.  In  1982,  Dean  Witter 
managed  almost  $2  billion  of  new 
issues  for  ten  state  authorities  and 
38  other  municipalities.  Dean  Wit- 
ter's  imprint  as  originator  is  on  such| 
developments  as  senior  lien/junior 
lien  bonds  and  insurance-backed 
multi-family  bonds. 

Some  of  the  larger  regional  firms 
also  have  been  highly  successful 
participants  in  the  national  mort- 
gage markets.  Rauscher  Pierce 
Refsnes,  for  example,  has  been 
 > 


This  announcement  appears  as  a  matter  of  record  only. 


$17,065,031.11 

Mortgage  Pass-Through  Certificates 

Series  1983-A 

13%  Pass-Through  Rate 

jj^^Weyerhaeuser  Mortgage  Company 


The  mortgage  loans  underlying  the  Certificates  were  originated  by 
Weyerhaeuser  Mortgage  Company  on  behalf  of  affiliates  in  connection 
with  sales  of  residential  properties  built  by  the  affiliates 

The  undersigned  acted  as  agent  in  placing  the  Certificates. 


Goldman,  Sachs  &  Co. 

New  York     Boston     Chicago     Dallas  Detroit 
Houston     Los  Angeles     Memphis  Miami 
Philadelphia     St.  Louis     San  Francisco 
London     Tokyo  Zurich 


For  financing  multi-family 
and  commercial  real  estate, 

come  to  Dean  Witter. 


Were  the  financing  source 
of  choice  for  leading  developers. 
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Reynolds  Inc. 
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Dean  Witter  Re 


$21,015,000 
Travis  County  Housing  Finance  Corporation 

(A  public  nonprofit  corporation  created  pursuant  to  the  laws  of  the  State  of  Texas) 
Loans-to-Lenders  Revenue  Bonds 
(State  Savings  and  Loan  Association  Certificate  of  Deposit  Program) 
Series  1983A  through  19S3C 
Dated:  February  1.  1983  Due:   December  1.  199* 

Dean  Witter  Reynolds  Inc. 


$7,850,000 

Galveston  County  Housing  Finanee  Corporation 

(A  public  nonprofit  corporation  created  pursuant  to  the  laws  of  the  State  of  Texas) 
Loans-to-Lenders  Revenue  Bonds 
(State  Savings  and  Loan  Association  Certificate  of  Deposit  Program) 
Series  1983 

Dated:   February  1, 1983  Due:  February  1.  1995 

Dean  Witter  Reynolds  Inc. 
— ^vawv*»«g»st — |  mm 


$5,000,1 
The  Lubbock  I 

I  A  public  nonprofit  corpor 

Multi-I 
(Olney  Savings 

Dalcd:  March  1.  1983 

Dean  Witter  R 


In  recent  years,  financing  for 
multi- family  housing  and  commercial  real 
estate  has  been  difficult  to  find  and 
expensive  to  arrange.  Yet  Dean  Witter 
has  been  able  to  help  many  leading 
developers  —  principally  with  tax-exempt 
financing,  as  well  as  with  taxable 
financing  techniques. 

The  record  speaks  for  itself: 

Dean  Witter  has  been  one  of  the 
most  active  issuers  of  tax-exempt  bonds 
backed  by  FSLIC  and  FDIC-insured 
CD's.  During  the  first  quarter  of  1983 
alone,  we  managed  over  $400  million  of 
these  transactions.  We're  the  leader 
in  multiple -unit  housing  development 
financing. 

Dean  Witter  is  one  of  the  most 
active  issuers  of  AAA-rated,  tax-exempt, 
multi- family  bonds  backed  by  insurance 
company  guarantees. 

Dean  Witter  has  a  program  for 
issuing  tax-exempt  bonds  backed  by 
FHA  Section  221  and  223  Insurance. 

Dean  Witter  is  one  of  the  most 
active  issuers  of  taxable  CD's  and  other 
debt  securities  for  banks  and  savings 
and  loan  associations.  Proceeds  of 
these  financings  can  be  matched  to  the 
requirements  of  multi- family  and 
commercial  real  estate  projects. 

Dean  Witter  has  one  of  the  largest 
and  most  active  real  estate  equity 
syndication  groups. 

For  further  information,  please 
contact: 

NEW  YORK:  Ira  A.  McCown, 
Vice-President  (212)  524-3676. 
ATLANTA:  Robert  A.  Mulcay, 
Managing  Director  (404)  658-5855. 
TALLAHASSEE:  J.  Craig  Dunlap, 
Vice-President  (904)  386-1185. 
SAN  FRANCISCO:  Joe  C.  Litten, 
Vice-President  (415)  955-6331. 

A  member  of  the  Sears  Financial  Network 


DEAN  WITTER 


t  1983  Dean  Witter  Reynolds  Inc..  A  Sears.  Roebuck  Company 


manager  or  co-manager  of  42  pub- 
lic finance  issues  since  1979.  The 
total  dollar  volume  of  these  issues 
handled  by  the  Dallas-based 
investment  bank  amounted  to  al- 
most $1.5  billion. 

There's  a  lot  of  fingers  crossed 
among  these  firms  these  days.  The 
ienabling  legislation  which  gave  rise 
to  the  public-financing  issues  is 
scheduled  to  expire  on  Dec.  31 , 
1983.  Unless  this  sunset  date  is 
extended,  the  tax-exempt  mortgage 
subsidy  bond  issues  will  expire  as 
A/ell.  Lately,  the  sentiment  along 
Wall  Street  has  been  much  more 
Dptimistic  about  the  likelihood  of  an 
extension  than  ever  before. 

In  all,  there  are  about  a  dozen 
/Vail  Street  securities  firms  that  are 
he  mainstays  of  the  secondary  mar- 
ket. A.  G.  Becker  has  become  a 
jising  star  in  the  market  during  the 
past  four  or  five  years  with  a  full 
Complement  of  traders,  underwriters 
ind  distributors  of  mortgage- 
backed  securities  to  institutional  in- 
vestors. E.  F.  Hutton  is  a  major  factor 
h  all  areas  of  the  burgeoning  mort- 
gage-backed securities  market,  as 
ire  Merrill  Lynch,  First  Boston  and 
.ehrman.  Their  activities  include: 

Trading  and  Market-Mak- 
.ng.  Volume  of  these  transactions 
jslating  to  mortgage-type  securities 
snow  booming  along  atan  estimated 
ii360  billion  annual  rate.  These  se- 
curities involve  packages  of  whole 


mortgage  loans,  participation  cer- 
tificates, passthroughs,  and  such 
other  instruments  as  intermediate 
bonds  collateralized  by  residential 
loans. 

Underwriting  Agency-type 
Issues.  The  larger  investment 
banks  also  underwrite  and  trade  the 
debt  obligations  of  the  three  entities 
created  by  Congress  to  serve  the 
secondary  market:  The  Government 
National  Mortgage  Association 
(Ginnie  Mae),  the  Federal  National 
Mortgage  Association  (Fannie 
Mae),  and  the  Federal  Home  Loan 
Mortgage  Corp.  (known  variously 
as  Freddie  Mac  or  The  Mortgage 
Corporation). 

As  the  middlemen  in  the  second- 
ary market,  the  major  Wall  Street 
firms  are  in  an  excellent  position  to 
read  the  discernible  trends  in  the 
housing  industry.  The  consensus 
view  of  what  they  anticipate  for  this 
year  and  over  the  near-term  is  re- 
flected in  the  profile  of  "The  Housing 
Market"  on  page  13. 

Demand  Outpaces  Supply 

Longer-term,  meaning  out 
through  the  Eighties,  the  expecta- 
tion is  for  housing  demand  to  still 
decisively  outpace  supply.  One  rea- 
son is  the  burgeoning  of  the  24-to- 
34-year-old  population  group,  the  fat 
years  for  family  formations.  This 
prime  house-buying  population  will 
number  about  40  million  individuals 


(annual  average)  in  the  remaining 
years  of  the  decade  now  under  way. 
They  will  be  in  the  market,  many  of 
them,  for  new  homes  with  an  aver- 
age price  of  $145,000  by  1988,  and 
of  course  higher  thereafter.  (Table 
page  2). 

As  past  and  present  experience 
clearly  indicate,  the  prevailing 
range  of  interest  rates  is  the  jockey 
controlling  the  housing  market's 
course.  Nor  will  this  relationship 
change  in  the  future.  Given  such 
massive  imponderables  as  the  size 
and  disposition  of  the  federal  defi- 
cit, no  one  is  prepared  to  wager 
more  than  an  old  button  about  pre- 
cise developments  of  interest  rates 
from  now  on. 

But  the  housing  market  profes- 
sionals have  to  plan  their  business- 
and  have  to  make  their  plans  in  the 
context  of  likely  developments  in 
mortgage  rates  between  now  and 
year-end.  One  such  professional  is 
Jim  Wooten,  president  of  Lomas  & 
Nettleton,  the  largest  mortgage 
bank  in  the  country.  A  mortgage 
banker  for  over  36  years,  and  the 
current  president  of  the  Mortgage 
Bankers  Association,  his  views  are: 

"Short-term  rates  should  continue 
downward  for  a  few  months  before 
any  movement  upward.  Mortgage 
rates  should  be  flat,  or  slightly  ris- 
ing, with  movement  from  V2  to  V/2% 
upward  during  the  third  or  fourth 
calendar  quarter. " 


'he  Housing  Market  Unit  Forecasts /Million  Units 


Percent  Change 


1981 

1982 

1983E. 

1984E. 

1985E. 

'81 -'82 

<82-'83 

•83-64 

"84  .'85 

>tal  Units 

Starts 

1.10 

1.05 

1.45 

1.70 

1.90 

-  4.55 

38.10 

17.24 

11.76 

Begin.  Under  Construct. 

0.90 

0.70 

0.70 

0.90 

1.00 

-22.22 

0.00 

28.57 

11.11 

Completions 

1.25 

1.05 

1.25 

1.60 

1.80 

-16.00 

19.05 

28.00 

12.50 

Ending  Under  Construct. 

0.70 

0.70 

0.90 

1.00 

1.10 

0.00 

28.57 

11.11 

10.00 

ngle  Family 

Starts 

0.70 

0.65 

1.00 

1.20 

1.35 

-  7.14 

53.85 

20.00 

12.50 

Begin.  Under  Construct. 

0.50 

0.40 

0.45 

0.70 

0.80 

-20.00 

12.50 

55.56 

14.29 

Completions 

0.80 

0.60 

0.75 

1.10 

1.25 

-25.00 

25.00 

46.67 

13.64 

Ending  Under  Construct. 

0.40 

0.45 

0.70 

0.80 

0.90 

12.50 

55.56 

14.29 

12.50 

ulti-Family 

Starts 

0.40 

0.40 

0.45 

0.50 

0.55 

0.00 

12.50 

11.11 

10.00 

Begin.  Under  Construct. 

0.40 

0.30 

0.25 

0.20 

0.20 

-25.00 

-16.67 

-20.00 

0.00 

Completions 

0.45 

0.45 

0.50 

0.50 

0.55 

0.00 

11.11 

0.00 

10.00 

Ending  Under  Construct. 

0.30 

0.25 

0.20 

0.20 

0.20 

-16.67 

-20.00 

0.00 

0.00 

rcent  of 
tal  Starts 

Single  Family 
Multi-Family 

63.64 
36.36 

61.90 
38.10 

68.97 
31.03 

70.59 
29.41 

71.05 
28.95 

SOURCES: 

Commerce  Dept  data.  Merrill  Lynch  estimates 

One  of  the  U.S. '  premier  intelligence  offi- 
cers has  come  into  the  business  world  and 
is  dismayed  at  what  he  finds. 

"Admiral,  I 
wish  we  had 
the  time..." 


By  Jerry  Flint 

Bobby  Inman  looks  ahead  to  the 
late  1980s  and  1990s  and  sees 
"intensive  economic  competi- 
tion, with  our  principal  allies  and 
with  the  Soviets,  for  raw  materials, 
natural  resources  and  markets,  in 
areas  of  the  world  that  are  not  all  that 
stable." 

A  perspective  to  ponder  because  In- 
man, 52,  is  not  just  another  easy-chair 
analyst.  A  former  admiral,  he  was 
deputy  director  of  the  Central  Intelli- 
gence Agency  for  a  year  and  before 
that  director  for  four  years  of  the  even 
more  secret  National  Security  Agen- 
cy, which  is  in  the  business  of  inter- 
cepting communications  and  protect- 
ing U.S.  codes.  He  stepped  into  pri- 
vate life  last  year  and  was  recently 
appointed  head  of  Microelectronics 
and  Computer  Technology  Corp. 
(MCC),  the  research  venture  of  11 
companies  designed  to  help  the  U.S. 
stay  competitive  in  advanced  technol- 
ogy fields. 

Inman  expressed  a  few  arresting  in- 
sights from  his  old  job  and  his  new 
career  in  a  recent  interview  with 
Forbes.  High  on  his  worry  list  is  im- 
proved Soviet  mobility. 

"In  Stalin's  day,  when  the  Soviets 
talked  about  using  force,  they  general- 
ly talked  of  200  miles  from  where 
they  had  established  dominion,"  he 
says.  "By  the  middle  1950s  it  was  600 
miles.  By  1964-65  it  was  1,500  miles. 
By  1975  that  line  disappeared."  Inman 
speaks  admiringly  of  the  swift  strike 
of  15,000  Cubans  and  supplies  into 
Angola  in  two  weeks,  the  movement 
of  another  15,000  into  Ethiopia.  "In 
April  of  1979  they  did  a  massive  air- 
borne exercise  into  Mongolia,  much 
of  which  they  ended  up  executing 
nine  months  later  on  Christmas  Day 
when  they  moved  into  Afghanistan." 


Bob/7)'  Inman,  NSA,  CIA  MCC 
It  starts  in  the  high  schools. 


What  lesson  should  we  draw?  In- 
man thinks  more  emphasis  should  be 
put  on  the  readiness  of  conventional 
forces  and  the  politics  of  using  them 
instead  of  emphasizing  nuclear  weap- 
ons. And  he  is  emphatically  not  talk- 
ing about  the  highly  publicized  U.S. 
Rapid  Deployment  Force.  "Paper  ca- 
pabilities are  not  terribly  impressive 
to  our  adversaries,"  says  the  30-year 
Navy  man  disdainfully. 

How  about  U.S  intelligence  capa- 
bilities? Not  what  they  were,  says  In- 
man, but  he  blames  economics  more 
than  posturing  congressmen  and  me- 
dia headline-hunters.  "In  every  letter 
to  an  ambassador  from  1967  to  1981, 
at  least  almost  a  full  page  stressed  the 
critical  importance  of  reducing  the 
American  presence  in  his  country. 
Nowhere  in  those  letters  can  I  find  a 
stress  on  the  criticality  of  knowing 
what  went  on  in  his  country  in  great 


detail."  That  was  the  result  of  cutting 
people.  "In  Iran  you  didn't  need  clan- 
destine agent  nets.  What  you  needed 
were  bright  youngsters,  political  offi- 
cers, economic  officers,  cultural  offi- 
cers, to  sense  and  understand  the 
building  fundamentalist  movement. 
But  in  the  interest  of  being  cost-effec- 
tive we  reduced  much  of  the  base  for 
human  intelligence  collection 
abroad." 

It  wasn't  necessarily  a  bad  decision, 
he  says,  it  was  a  tradeoff.  The  U.S. 
spent  on  technology  and  got  the  spy- 
in-the-sky  system  that  gives  warning 
against  surprise  attack  or  any  Soviet 
decision  to  make  major  use  of  force. 
But  "in  that  long  decade  of  diversion 
and  drawdown  of  resources,  we  gave 
up  almost  all  of  our  in-depth  coverage 
of  Western  Europe,  Africa,  Latin 
America,  South  Asia,  Southeast 
Asia" — just  the  areas  where  Inman 
sees  the  coming  struggle  for  raw  ma- 
terials and  markets. 

Inman's  new  organization,  MCC, 
was  established  at  the  instigation  of 
Chairman  William  C.  Norris  of  Con- 
trol Data  Corp.  to  give  the  U.S.  a 
private  enterprise  version  of  Japan's 
MITI  to  "bring  together  a  critical 
mass  of  R&D"  in  areas  of  potential 
technological  breakthrough. 

MCC,  with  member  companies 
such  as  Sperry,  Honeywell,  NCR, 
RCA  and  Motorola,  is  concentrating 
initially  on  packaging  integrated  cir- 
cuits; computer  software,  including 
productivity  and  cost  reduction;  com- 
puter-assisted design,  and  advanced 
computer  design.  MCC's  employees 
will  be  drawn  from  the  1 1  member 
companies,  but  MCC  won't  turn  out 
any  products.  Each  of  the  members 
will  be  entitled  to  use  the  results  of 
the  research  in  its  own  products. 

Where  is  the  entrepreneur  in  all 
this,  the  traditional  source  of  techno- 
logical breakthrough  in  U.S.  busi- 
ness? "We  would  never  want  to  con- 
strain the  individual  entrepreneur," 
says  Inman,  but  it  is  time  for  bigger 
battalions — "you  are  not  going  to  get 
those  breakthroughs  that  compete 
with  the  concentrated  Japanese  effort 
by  the  single  individual  entrepre- 
neur." Inman,  of  course,  has  spent  a 
life  inside  government  and  thus  may 
be  forgiven  such  conventional  wis- 
dom. Then  again,  his  experience  with 
the  U.S.  business  community  in  the 
six  months  after  he  left  government 
was  not  reassuring.  "Time  and  again 
when  I  would  ask,  'Where  do  you  ex- 
pect to  see  your  corporation  five  years 
from  now,  ten  years  from  now?'  thej 
answer  I  would  get  is:  'Admiral,  I  wish] 
we  had  the  leisure  time  to  do  that,  butl 
we  have  got  to  worry  about  next  quar- 
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ter's  profit.'  " 

Maybe  Inman,  who  earned  a  reputa- 
tion in  Washington  as  one  of  the  U.S.' 
outstanding  public  servants,  can  help 
change  such  chair-warmer  attitudes. 
His  impatience  with  what  has  been 


happening  lately  in  America  is  evi- 
denced in  a  personal  anecdote.  His 
son  graduated  from  a  good  suburban 
Washington  high  school  and  went 
into  engineering  at  the  University  of 
California  at  Irvine.  "But  then  he  had 


Quick,  name  a  city  where  total  employ- 
ment is  up  over  the  past  three  years.  Would 
you  believe  one  is  New  York? 


Service  City, 

U.S.A. 


spends  most  of  his  time  monitoring 
New  York  and  New  Jersey:  "We  just 
didn't  have  great  concentrations  of 
vulnerable  industries." 

To  outsiders,  New  York  seems  al- 
ways to  have  been  the  exemplar  of  a 
service  economy,  but,  in  terms  of  jobs, 
it  was  and  is  the  U.S. '  largest  manufac- 
turing center.  Hidden  away  in  the 
backwaters  of  Brooklyn,  the  Bronx, 
Staten  Island  and  even  Manhattan  are 
tens  of  thousands  of  manufacturing 
businesses  that  sustained  New  York's 
economy  for  a  century  or  more.  But 
after  the  1969-70  recession,  every- 
thing began  to  go  wrong.  With  labor 


By  James  Cook 


While  most  older  cities  in 
the  U.S.  have  been  rocked 
badly  by  the  recession,  New 
York,  the  nation's  largest,  has  so  far 
sailed  through  with  relative  calm. 
Though  month  to  month  there  may 
be  wide  variations,  New  York's  1982 
unemployment  rate  of  9.6%,  though 
higher  than  198 1  's  9%,  is  not  only 
somewhat  less  than  1982's  9.7%  na- 
tional average  but  represents  a  mere 
6.2%  deterioration  for  the  city,  vs. 
29.1%  for  the  U.S. 

Since  the  national  economy  topped 
out  in  1979,  New  York's 
total  employment  has  ac- 
tually increased  slightly — 
by  2.1% — a  record  topped 
only  by  Dallas,  Houston 
and  Atlanta  among  major 
metropolitan  areas.  De- 
spite the  recession,  New 
York's  economy  was 
healthier  than  it  had  been 
in  over  a  decade. 

The  seemingly  simple 
reason  for  New  York's  sta- 
bility: Over  the  past  de- 
cade, New  York  has  come 
to  depend  on  services,  not 
manufacturing,  for  its  ba- 
sic economic  well-being, 
and  services  have  proved 
the  most  stable  element 
in  the  U.S.  economy  these 
days.  Says  Samuel  M.  Eh- 
renhalt,  the  regiona: 
missioner  of  the  Bureau  o. 
Labor  Statistics, 


To  hell  and  back 


In  the  Seventies,  New  York  surmounted  the 
severe  unemployment  problems  many  older 
cities  are  just  beginning  to  encounter. 


Unemployment  rate  (total,  16  years  and  older) 
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to  take  some  makeup  courses.  So  he  is 
going  to  be  an  extra  half  year  to  a  year 
at  university  simply  because  his  high 
school  education  did  not  match  the 
standards  they  wanted."  Good  luck, 
Admiral.  ■ 


costs  elsewhere  significantly  lower, 
manufacturers  began  to  pull  up  stakes 
and  move  out.  The  garment  business, 
New  York's  number  one  manufactur 
ing  industry,  fled  to  Korea,  Taiwan  and 
even  North  Carolina.  The  city  had 
roughly  1  million  manufacturing  jobs 
in  1955,  766,000  in  1970  and  459,000 
last  year.  The  decline  in  manufactur- 
ing jobs  continues. 

New  York,  of  course,  is  unique 
among  U.S.  cities.  It's  the  U.S.'  great 
international  city — the  cultural  and 
intellectual  center  of  the  U.S.,  as  Par 
is,  London,  Rome,  Amsterdam  and 
Tokyo  are  of  their  respective  coun- 
tries. Cultural  activities  alone  pump 
$5.6  billion  a  year  into  the  regional 
economy  and  generate  117,000  jobs. 
New  York  has  everything  these  other 
capitals  have,  and  more.  The  U.N 
presence  even  makes  it  the  capital  of 
the  world.  The  one  thing  it  lacks  that 
other  world  capitals  have  is  the  pres 
ence  of  the  national  government  it 
self.  "I  think  sometimes,"  says  Ehren 
halt,  "that  the  basic  problems  of  New 
York  City  go  back  to  1 798,  when  the 
capital  was  moved  out  of  here." 

But  even  as  its  manufacturing  econ- 
omy was  collapsing,  the  enormous 
strength  of  the  city's  services  began  to 
assert  itself.  "Beginning  around 
1977,"  Ehrenhalt  says,  "the  city  be 
gan  to  turn  around  in  areas  where  it 
had  competitive  strength.  Banking 
and  the  securities  indus- 
tries. Health  services. 
Business  services  like  ad 
vertising,  computer  ser 
vices,  legal  and  account 
ing  services.  The  cultural 
area — media,  communi- 
cations. New  York  was 
reasserting  its  strength  as 
a  national  and  interna- 
tional economic,  cultural 
and  financial  center." 

Unique  though  it  is, 
New  York  is  also  demon- 
strating the  strength  that 
all  true  cities  have  had 
since  the  beginning  of 
time:  their  ability  to  bring 
people  face  to  face.  It's  an 
edge  that  in  a  more  limit 
ed  way  many  of  the  U.S.' 
older  industrial  cities  still 
retain.  As  New  York  Uni- 
versity economist  Thom- 
as Stanback  points  out, 
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similar  service  transformations  are 
under  way  in  Chicago,  San  Francisco, 
Los  Angeles,  Atlanta  and  even  Phila- 
delphia and  Cleveland.  Stanback  fore- 
sees similar  development  in  what  he 
calls  functional  nodes:  cities  that  act 
as  specialized  service  centers  to  man- 
ufacturing operations  conducted  else- 
where— industrial  centers  like  Pitts- 
burgh, Akron  and  Rochester. 

The  reshaping  of  an  economy  is  a 
long,  painful  process — as  cities  like 
Youngstown,  Detroit  and  Cleveland 
are  learning — but  it  can  be  done.  With 
services  dominating  the  economy, 
New  York  now  boasts  more  jobs  in 
finance  than  in  all  manufacturing. 

The  service  sector  itself,  Ehrenhalt 
concedes,  is  undergoing  a  transforma- 
tion as  office  automation  progresses. 
With  modern  communications  it 
doesn't  matter  whether  you  process 
credit  cards  in  New  York,  North  Da- 
kota or  Timbuktu,  so  back  office  ac- 
tivities are  moving  to  lower-cost  areas 
outside  the  city.  But  automation  in 
itself  doesn't  worry  Ehrenhalt. 
"We've  had  a  great  deal  of  automa- 
tion," he  says,  "but  we  haven't  had 
enough.  Automation  means  produc- 
tivity increases.  You  need  fewer  sta- 
tistical clerks,  but  you  need  more  peo- 
ple to  handle  the  increase  in  output." 

What  does  worry  Ehrenhalt,  and 
what  worries  a  lot  of  others  in  cities 
all  over  the  U.S.,  is  that  the  people 
who  have  the  new  jobs  in  New  York's 
service  economy  aren't  the  people 
who  lost  the  old  jobs  in  manufactur- 
ing. The  new  jobs  involve  consider- 
able technical  and  educational 
skills — white-collar  skills — and  these 
have  gone  pretty  much  to  New  York's 
commuters.  They  continue  to  nail 
down  70%  of  the  new  jobs  being  gen- 
erated. Which  leaves  New  York — as  it 
may  leave  cities  all  over  the  U.S. — 
with  a  growing  number  of  hard-core 
unemployed.  "If  you  lose  your  job  as  a 
sewing  machine  operator,"  Ehrenhalt 
says,  "where  do  you  go? 

"One  of  the  questions  that  worry 
you,"  he  continues,  "is  whether  that 
gives  you  enough  of  a  base  for  the 
future.  Is  the  economy  diversified 
enough?  Is  it  broad  enough  to  sustain 
job  expansion  and  economic  expan- 
sion for  the  city's  population?  The 
expansion  has  been  very  strong  in  the 
largest  companies,  but  small  busi- 
nesses have  not  participated  propor- 
tionately, and  those  are  the  firms  not- 
ed for  innovativeness  and  vigor." 

But  such  problems  exhilarate  rather 
than  depress  Ehrenhalt.  "These  are 
issues  of  a  growing  economy  and  not  a 
declining  one,"  he  says.  "The  city's 
growth  offers  some  prospects  for  deal- 
ing successfully  with  them."  ■ 
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Profiles 


Texas  Monthly's  Mike  Levy  has  legendary 
success  behind  him  at  age  36.  What  does  he 
do  for  an  encore? 


Home,  sweet 
home? 


By  Toni  Mack 


ENTREPRENEURS  ARE  TWICE 
blessed.  They  can  have  the 
adrenaline-pumping  joy  of  the 
early  struggles  and  the  soul-satisfying 
sense  of  accomplishment  that  comes 
with  success.  Michael  R.  Levy,  now 
36,  remembers  publishing  the  first  is- 
sue of  Texas  Monthly  in  February  1973 
on  a  meager  stake  borrowed  from  his 
father,  a  Dallas  plumbing  contractor. 


Levy  and  his  then-novice  editor, 
William  Broyles,  worked  100-hour 
weeks,  coaxing  writers  to  work  for  a 
trifle,  addressing  Rotary  Clubs,  cajol- 
ing advertisers.  They  ate  at  roadside 
diners  and  slept  in  cheap  motels. 

"Our  first  printer  was  always  about 
six  months  behind  billing  us,"  says 
Levy.  "If  he'd  been  timely,  we 
would've  been  out  of  business." 

This  chaos  is  recalled,  of  course,  in 
tranquility.  Texas  Monthly's  success 


Publisher  Michael  Leiy  in  his  Austin  office 
"I'm  no  empire  builder."  he  insists. 


has  become  a  publishing  legend.  To- 
day, fat  with  ads  and  hailed  as  the  best 
among  city  and  regional  magazines,  it 
throws  off  pretax  profits  estimated  by 
outsiders  at  $1.5  million  yearly. 

"Texas  Monthly  has  evolved  from  a 
pissant  magazine  into  a  major  Texas 
institution,"  says  Levy,  surrounded 
by  three  National  Magazine  Awards 
in  his  comfortable  office  at  TM's  Aus- 
tin headquarters. 

But  time  moves  on  and  there  is  al- 
ways another  mountain.  Texas  Month- 
ly is  at  a  critical  time  in  its  life.  At 
290,000,  circulation  growth  has  be- 
come increasingly  costly,  and  Levy 
talks  of  limiting  circulation  at 
300,000.  Advertising  pages  were 
down  10%  last  year  and  are  off  9%  so 
far  this  year.  Texas,  of  course,  is  in 
recession,  and  this  has  inevitably  hurt 
advertising,  which,  at  any  rate,  re- 
mains healthy.  But  it  may  have  hurt, 
too,  that  founding  editor  Bill  Broyles 
has  departed,  first  to  edit  California 
magazine,  which  Levy  acquired  in 
1980,  and  last  summer  to  Newsweek. 

Magazine  publishing  is  a  catty 
world,  and  there  are  those  in  the  busi- 
ness who  connect  Broyles'  departure 
with  a  certain  loss  of  "magic"  in  Texas 
Monthly.  But  the  New  Yorker's  presi- 
dent, George  Green,  a  friend  whom 
Levy  called  for  advice  in  TM's  early 
days,  has  more  perspective.  All  maga- 
zines, he  says,  go  through  a  phase 
"when  the  reader  gets  a  sense  of  deja 
vu.  It's  reader  fatigue."  Whatever  its 
cause,  it  is  a  problem  that  Levy  and 
his  new  editors  will  have  to  deal  with. 
Can  TM  magazine  create  new  excite- 
ment at  a  time  when  the  oil  glut  and 
peso  devaluation  are  emptying  Tex- 
ans'  pockets?  Levy  turns  aside  ques- 
tions about  editorial  approaches,  re- 
ferring them  to  his  editors,  Gregory 
Curtis  and  Nicholas  Lemann,  who 
differ  on  questions  of  long-term  aims. 

For  now,  at  least,  Levy's  97%- 
owned  Mediatex  Communications 
Corp.  stands  or  falls,  still,  on  the  basis 
of  its  flagship  magazine.  Attempts  at 
diversification  have  proved  disap- 
pointing. California  and  a  five-year-old 
book-publishing  venture  are  losing 
money.  The  troubles  at  California 
have  taught  Levy,  a  Wharton  School 
graduate  who  later  studied  law  at  the 
University  of  Texas,  a  few  lessons. 
One  is  how  shrewd  a  businessman  is 
Rupert  Murdoch.  Levy  paid  Murdoch 
$3.2  million  for  California — then 
called  Neiv  West — when  it  was  losing 
about  $3.5  million  a  year.  Still,  a  mag- 
azine based  in  California,  even  more 
populous  and  wealthy  than  Texas, 


ho 
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Skipper  Dennis 
Conner  and 
his  America's 
Cup  crew  may 
rule  the  Seven 


Seas ...  but  nothing  covers 
the  land  in  between  like  the 
Jeep®  Wagoneer  Limited. 
And  that's  why  Wagoneer 
has  been  made  the  Official 
Vehicle  of  the  America's 
Cup  defenders. 


Like  the  boats  they  sail, 
the  Wagoneer  was  designed 
to  perform  to  the  limit,  even 
under  adverse  conditions. 
They  count  on  the  security 
of  Wagoneer's  remarkable 
Selec-Trac  2-wheel/4-wheel 
drive  system  -  especially 
when  the  dry  land  is  any- 
thing but  dry. 

It's  also  a  comfort  to  know 
that  in  a  Wagoneer  Limited 


the  classic  luxuries  are  stan- 
dard. From  its  genuine 
leather  upholstery  to  its  pre- 
mium sound  system,  quality 
is  never  compromised. 

And  because  it  does  so 
many  things  without  compro- 
mise, the  Jeep  Wagoneer 
Limited  has  developed  a  sin- 
gular reputation  as  the  perfect 
vehicle  for  that  other  quarter 
of  the  earth's  surface. 


Jeep,  f  Wagoneer  Limited.  The  Ultimate  Wagon 

FROM  AMERICAN  MOTORS  CORP 


The  Ambassador  East.  Where  Chicago  and  the  world  find 
there's  never  a  dull  moment. 


Other  Dunfey  Classic  Hotels: 
Berkshire  Place,  New  York, 
Parker  House.  Boston; 
Royal  Orleans,  New  Orleans, 
Whitehall,  Houston;  and 
Park  Lane,  London. 


Dunfey 
Classic  Hotels 

Creating  new  standards  in  the  art  of  hospitality 

For  reservations  call  your  travel  agent  or  800-228-2121 


Do  men  waste  more  time 
on  the  job  than  women  ? 
@  What  was  the  price  of 
stock  in  AT&T  on  April  1, 
1944?  ©  How  many 
bones  do  dogs  have?  @ 

Have  a  question? 


Call  your  library! 


American  Library  Associate 
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Profiles 

seemed  a  natural  to  Levy.  But  he 
learned  how  difficult  it  is  to  transfer 
the  Texas  Monthly  formula  of  urban 
sophistication  overlaid  on  mythic 
nostalgia.  California  was  no  Texas- 
on-the-Pacific  It  had  no  journalism 
vacuum,  little  Texan-like  state  chau- 
vinism and  less  interregional  trade  of 
the  kind  that  brings  Midland  oilmen 
to  Dallas  jewelry  stores  and  Browns- 
ville citrus  growers  to  Houston  shop- 
ping malls. 

Levy  has  had  to  struggle  to  cut  his 
California  losses  to  a  forecasted 
$850,000  this  year.  Ad  revenues  were 
up  15%  last  year,  but  this  summer 
Levy  will  bow  to  pressure  for  separate 
ad  sections  in  northern  and  southern 
California.  He  is  gambling  that  new 
revenues  will  outrun  an  estimated 
5%  production  cost  rise  and  revenues 
lost  when  some  advertisers  switched 


The  New  Yorker  is  said  to 
define  Levy's  goals  for  Tex- 
as Monthly.  What  are  those 
goals?  He  may  not  know 
himself. 


to  less  costly  regional  ads.  California  is 
unlikely  to  return  a  profit  for  two 
more  years,  if  then. 

So  Levy  is  thrown  back  upon  his 
brainchild,  whose  continued  success 
is  more  important  to  him  than  ever 
[California  he  now  dismisses  as  "an 
investment").  "I'm  no  empire  build- 
er," he  declares.  "The  thing  I  do  best 
is  publish  Texas  Monthly."  And  he  does 
it  intensely,  getting  to  his  office  be- 
fore dawn,  staying  late.  He  calls  the 
magazine  his  fourth  daughter  (the  real 
ones  are  ages  7  to  10). 

At  Wharton  and  later  in  his  first 
magazine  job,  at  Philadelphia,  Levy 
yearned  for  his  home  state.  His  Texas 
Monthly  has  always  had  a  stronger 
sense  of  place  than  even  Harold  Ross' 
original  1920s  New  Yorker,  the  long- 
term  success  of  which  is  said  to  define 
Levy's  goals  for  TM  What  are  those 
goals?  He  may  not  know  himself. 

Levy's  friend  Herb  Lipson,  con- 
firmed easterner  and  publisher  of 
Philadelphia,  tells  of  a  visit  to  Austin 
to  see  his  onetime  ad  rep.  "We  were  in 
a  restaurant  on  top  of  a  bank  build- 
ing," says  Lipson.  "Mike  looked  out 
and  said,  'Herb,  this  is  God's  country. 
Isn't  it  great?'  I  didn't  know  what  he 
was  looking  at.  His  dream,  I  guess." 
Not  many  people  think  Levy's  dream 
will  be  satisfied  by  running  a  nice 
little  regional  magazine.  ■ 
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On  the  Docket 


Legal  trends  that  affect  your  business  and  investments 


Want  to  reduce  your  labor  force?  Careful. 
You  may  have  to  hire  a  computer  to  hand 
out  the  pink  slips. 


Fear  of  firing 


By  Richard  Greene 


Y-  ears  ago,  life  was  simpler.  If  a 
company  wanted  to  lay  off  a 
couple  of  thousand  employees, 
executives  simply  decided  where  to 
cut  back  and  told  supervisors  to  post 
the  necessary  notices. 

Don't  try  that  today.  It  leaves  man- 
agement open  to  all  sorts  of  civil 
rights  suits.  Fired  employees  can 
claim  they  were  dismissed  because  of 
sex,  race,  religion  or  age.  That  leaves 
employers  open  to  suits  from  a  large 
percentage,  possibly  even  a  majority, 
of  its  workers.  That's  why  the  so- 
'  called  LIFO  system  of  layoffs  has 
emerged.  The  last  employees  hired 
are  fired  first.  This  is  obviously  ineffi- 
cient, because  it  often  gets  rid  of  the 
most  aggressive,  innovative  new  peo- 
ple. But,  for  a  while  at  least,  LIFO 
.  firings  made  the  courts  happy. 

No  longer.  A  case  styled  Boston 
,  Chapter,  NAACP  v.  Beecher  will  soon  be 
;  heard  by  the  U.S.  Supreme  Court, 
,  and  it  may  establish  a  new  theory 
of  termination  law.  The  problem  is 
'  the  obvious  Catch  22.  In  laying  off 
the  most  recently  hired,  many  cor- 
porations also  wind  up  penalizing 
i  minority  employees  who  were  re- 
icruited  through  affirmative  action 
i  programs. 

The  Boston  case  involves  police 
and  fire  departments  that  had  to 
lay  off  workers  because  of  heavy 
budget  cuts.  Unfortunately,  rough- 
ily  half  of  the  blacks  and  people  of 
Latin  descent  in  those  depart- 
ments were  hit  with  planned  lay- 
offs. The  NAACP  doesn't  argue 


that  there  was  any  intention  to  dis- 
criminate. It  simply  states  that  by 
firing  recently  hired  workers,  blacks 
and  people  from  Latin  backgrounds 
were  unjustly  affected. 

"We  . .  .  must  recognize  that  whites 
as  a  group  reaped  significant  advan- 
tages in  the  past  ...  at  the  expense  of 
blacks  and  Hispanics  and  that  a  last- 
hired-first-fired  seniority  system  per- 
petuates the  past  exclusion  of  minor- 
ities," says  the  court  of  appeals  opin- 
ion in  the  case.  "This  is  not  a  case  of 
wrong  or  right;  it  is  a  case  of  two 
competing  rights,  earned  seniority 
versus  racially  balanced  police  and 
fire  departments." 

What's  a  company  to  do?  How  can 
any  manager  pare  down  effectively? 

One  fresh  idea  comes  from  Stephen 
Cabot,  a  partner  with  Pechner,  Dorf- 
man,  Wolffe,  Rounick  &  Cabot  in 
Philadelphia.  His  firm  specializes  in 
labor  law,  and  Cabot  has  designed  a 
highly  structured  system  that  he 


thinks  might  make  the  judges  happy. 
Under  it,  every  employee  is  rated  ac- 
cording to  criteria — such  as  commu- 
nication skills  and  reliability — picked 
both  by  workers  and  supervisors. 
Then  individuals  are  laid  off,  depart- 
ment by  department,  on  a  strict  point 
system.  Cabot's  method  has  been 
used  in  about  a  dozen  of  The  Forbes 
500s  and  has  drawn  no  significant 
challenges. 

"Not  only  does  this  demonstrate 
fairness,  evenhandedness  and  objec- 
tivity to  the  courts,"  he  explains, 
"but  it  also  satisfies  the  employees. 
Even  if  a  company  retains  its  best 
workers  they  will  not  be  particularly 
effective  if  they  feel  its  system  of  lay- 
offs screwed  their  colleagues." 

If  Cabot  is  right,  the  day  of  comput- 
erized firings  may  be  at  hand.  But 
even  this  cold  objectivity  has  its  price. 
One  big  energy  company  recently  laid 
off  2,000  employees  using  Cabot's 
system  and  reports  that  it  cost  $100 
per  person  simply  to  decide  whom  to 
fire.  Justice,  if  justice  all  this  be,  is 
certainly  costly  these  days. 

We  wuz  robbed 

This  opinion  is  an  act  of  judicial 
savagery  that  furthers  the  corrupt 
goal  of  destroying  effective  enforce- 
ment of  antitrust  laws."  Granvil 
Specks,  partner  in  the  Chicago  law 
firm  Specks  &  Goldberg,  Ltd.,  speaks 
the  words  with  indignation.  His  out- 
rage, however,  is  at  least  partly  based 
on  pecuniary  considerations.  His  firm 
has  just  suffered  a  brutal  cut  in  litiga- 
tion fees. 

The  lawyer  is  complaining  about 
Judge  Joseph  McGlynn's  decision  to 
cut  plaintiff's  legal  fees  from  $20.2 
million  to  $4.3  million  in  the  fine- 
paper  antitrust  litigation. 

Specks'  own  firm's  fee  was 
slashed  from  a  requested  $4.3  mil- 
lion to  only  $510,000.  Specks  al- 
leges that  will  not  even  cover  over- 
head on  the  case,  in  which  15  fine- 
paper  manufacturers  were  accused 
of  price-fixing. 

Not  all  legal  experts  share 
Specks'  rancor,  nor  that  of  law 
firms  whose  fees  were  sharply  cut. 
Judge  McGlynn's  move  may  help 
keep  everyone's  legal  expenses 
down.  "This  case  will  lead  other 
judges  faced  with  class-action  liti- 
gation to  monitor  attorneys  closely 
to  avoid  overly  high  fees,"  says  Ed- 
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win  Rome,  senior  partner  with  the 
Philadelphia  law  firm  Blank,  Rome, 
Comisky  &  McCauley. 

The  fine-paper  case,  of  course,  is 
certainly  not  the  first  in  which  a  judge 
has  cut  attorneys'  fees.  But  it  is  draw- 
ing attention  in  legal  circles  because 


of  the  large  dollar  amounts.  The  plain- 
tiffs' attorneys  originally  requested  a 
sizable  40%  of  the  $50  million  settle- 
ment. When  he  made  his  80%  cut 
McGlynn  complained  about  duplica- 
tion of  labor  and  the  lack  of  sufficient 
proof  of  billed  hours. 


Numbers  Game 


Here  s  a  hot  accounting  battle  that pits  real- 
world  worries  against  theoretical  truth. 


Credits  when 
they're  due? 


By  Christopher  Power 


One  of  the  chronic  headaches 
of  the  makers  of  accounting 
rules  is  again  pounding  with 
that  familiar  dull  throb.  The  pain 
comes  from  investment  tax  credits 
and  the  complex  question  of  how 
companies  should  report  them  to 
shareholders.  In  the  old  days,  corpora- 
tions had  to  spread  the  credits  out 
over  the  life  of  assets,  which  kept 
earnings  down.  Then,  in  1971,  Con- 
gress allowed  the  credits  to  be  shown 
on  public  income  statements  in  the 
same  year  they  were  first  taken  for  tax 
purposes.  But  the  1982  tax  reforms 
have  complicated  matters. 

Congress  now  says  that  companies 


claiming  the  investment  credit,  usu- 
ally 10%,  must  reduce  the  depreciable 
value  of  the  asset  getting  the  tax  cred- 
it by  half  the  credit.  Take  a  $10  credit 
on  a  $100  widget,  and  you  must  re- 
duce its  depreciable  value  to  only  $95. 
Over  time,  in  effect,  this  means  that 
taxpayers  will  get  only  a  portion  of 
the  full  10%  tax  credit. 

This  creates  a  problem  for  the  ac- 
countants. How  should  they  record 
that  reduction  in  the  value  of  the  tax 
credit?  There  are  two  schools  of 
thought.  The  Financial  Accounting 
Standards  Board  has  recently  ruled 
that  companies  must  show  that  re- 
duction immediately,  along  with  the 
tax  credit  itself.  Most  of  the  Big  Eight 
accounting  firms  and  companies  like 
Atlantic  Richfield,  Monsanto  and 
Scott  Paper — which  are  primarily 
concerned  with  the  logic  of  the  is- 
sue— back  up  the  FASB. 
Then  there's  the  opposition.  Such 


"This  should  make  everyone  who 
has  ever  put  in  for  attorneys'  fees 
more  careful,"  says  Ira  Millstein  of 
New  York's  Weil  Gotshal  &  Manges, 
the  firm  brought  in  by  the  defendants 
to  protest  the  high  fees  awarded.  "And 
that's  how  it  should  be." — R.G. 


industrial  giants  as  Exxon,  Interna- 
tional Paper,  Time  Inc.  and  United 
Technologies  have  written  strongly 
worded  letters  to  the  FASB  arguing 
that  its  rule  on  this  seemingly  minor 
question  should  be  changed. 

The  dollar  amount  involved  here 
for  most  companies  will  only  rarely 
be  large.  At  Exxon,  for  example,  it  will 
probably  amount  to  just  a  few  cents  a 
share.  But  critics  hit  the  FASB  with 
force  in  part  because  any  statement 
that  tampers  with  their  ability  to  flow 
through  immediately  the  full  amount 
of  their  investment  tax  credits  touch- 
es a  raw  nerve.  Exxon,  for  example, 
wrote  off  $259  million  in  tax  credits 
last  year.  Companies  don't  want  any- 
one fooling  with  that  right,  even  a 
little  bit. 

There  is  also  a  broader  objection 
involved.  Opponents  of  the  FASB  rul- 
ing see  it  as  just  another  example  of 
the  board's  tendency  to  issue  too 
many  standards  involving  narrow 
technical  issues.  Accountants  call  the 
problem  "standards  overload,"  and 
claim  they  breed  only  costly  paper- 
work and  wasted  time.  "That's  where 
all  the  emotions  are  coming  in,"  says 
Ronald  Wolf,  Exxon's  assistant  con- 
troller. "They  get  all  these  little  nitty- 
gritty  things  and  they  call  them  stan- 
dards. But  they're  not  standards. 
They're  just  regulations." 

Those  are  the  real-world  arguments 
against  the  new  rule.  But  companies 
like  Exxon  can't  just  argue  for  or 
against  FASB  proposals  based  on  a  de- 
sire for  higher  reported  earnings  and 
less  paperwork.  So  the  formal  debate 
centers  on  accounting  concepts. 

Here,  Exxon  and  its  allies  may  find 
themselves  on  shaky  ground.  If  there 


/ 
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Will  your  company 

continue  on 

the  course  you  set  , 

when  you're  / 
no  longer  / 
around?  y 


Everybody  will  think 
they  know  exactly  what  you 
had  in  mind  for  the  company, 
rest  your  soul. 

But  they'll  be  seeing  it 
through  their  eyes.  Not  yours. 

Long-term  company 
objectives  have  a  way  of 
becoming  subjective. 

Especially  if  the  one  who 
set  them  is  long  gone. 

An  estate  plan  will  get  the 
ownership  where  you  want  it. 

But  to  help  keep  the  com- 
pany alive  and  well,  you  should 
line  up  a  professional  executor 
with  an  empathetic  but  clear 
understanding  of  how  you 
view  your  company.  Now.  To 
evaluate  options  the  way  you 
would.  Then. 

Down  the  line  someone's 
going  to  have  some  tough  de- 
cisions to  make.  Should  they 
sell  the  company  to  a  con- 
glomerate? Look  for  new 
management?  Take  over 
themselves?  Or  dissolve  the 
company  and  walk  away? 

Who's  really  going  to 
make  that  kind  of  call  after 
you're  gone? 

You  are. 

CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  o( 
Chicago.  231  South  LaSa 
Nic  Manochco.Trust  &  In 


Cleveland  ■  Dallas*  Denver*  Detroit  •  Houston  •  Los  Angeles*  Minneapolis*  New  York  •  St  Louis*  San  Francisco -Seattle*  White  Plains 


is  a  strong  link  between  the  invest- 
ment tax  credit  and  the  writedown 
in  the  depreciable  value  of  the  assets, 
then  the  FASB's  accounting  changes 
make  good  sense.  "The  ITC  and  the 
writedown  are  completely  inter- 
twined/' says  Robert  Ladig,  Scott 
Paper's  vice  president  for  taxes.  "The 
tax  credit  gives  rise  to  and  deter- 


mines  the  amount  of  the  reduction." 

But,  according  to  Exxon's  Wolf,  the 
only  connection  between  the  credit 
arid  the  depreciation  is  an  artificial 
one,  imposed  by  Congress.  That's  a 
bit  like  saying  the  only  connection 
between  a  fire  engine  and  a  fire  is  that 
they're  both  brightly  colored. 
Even  though  the  FASB  may  be  on 


Taxing  Matters 


Guess  which  major  European  country  has 
the  easiest  tax  climate  for  expatriates?  Bet 
you  guessed  wrong. 


Her  Majesty's 
tax  haven 


By  Lawrence  Minard 


Despite  nearly  four  years  of 
Margaret  Thatcher,  the  British 
still  labor  under  heavy  income 
tax  burdens.  The  top  rate  on  earned 
income  has  fallen,  but  only  to  60%; 
interest  and  dividend  income  is  taxed 
at  up  to  75% .  Of  a  rather  paltry  $25,000 
salary,  31%  goes  to  the  taxman. 

But  for  Americans  (or  any  foreigner) 
living  in  Britain  and  working  for  a 
non-British  employer,  the  U.K.  has 
become  one  of  the  world's  most  gen- 
erous tax  havens— especially  when 
compared  to  other  Common  Market 
countries.  That  is  the  conclusion  of 
Richard  Citron,  a  bright  young  inter- 
national tax  specialist  with  London's 
big  Horwath  &  Horwath,  the  interna- 


tional arm  of  the  U.S.'  Little  Eight 
firm  Laventhol  &.  Horwath. 

Citron's  data  about  the  way  various 
EEC  countries  tax  expatriates  show 
that  a  $100,000-a-year  U.S.  executive 
based  in  Britain,  married  and  with  two 
children,  would  pay  only  $20,000  of  his 
earnings  to  Her  Majesty's  taxmen. 
That's  one-third  as  much  as  the  tax  bite 
in  Denmark,  and  less  than  half  the 
amount  due  in  France,  Germany  or 
Italy.  Thanks  to  Reagan's  1981  Eco- 
nomic Recovery  Tax  Act,  which  al- 
lows U.S.  expatriates  to  exclude 
$80,000  of  their  earnings  from  U.S. 
taxation  ( the  exclusion  rises  to  $90,000 
in  1985),  U.S.  tax  owed  on  this  income 
would  be  almost  nil. 

Why  is  Britain  so  generous  to  for- 
eigners? The  answer  is  part  tradition, 


high  ground  theoretically,  it  seems  to 
be  backing  off.  After  reading  the  114 
letters  they  received  over  the  past  few 
months,  board  members  are  now  con- 
sidering demoting  this  ruling  from 
full-fledged  standard  to  technical  bul- 
letin, which  carries  less  weight. 

Score  one  for  real-world  worries 
over  technical  truth.  ■ 


part  enlightened  self-interest.  "Brit- 
ain," says  Citron,  "has  always  en- 
couraged foreigners  to  work  here,  es- 
pecially Americans  in  the  banking 
sector."  Not  without  reason  has  inter- 
national banking  been  one  of  the 
U.K.'s  few  healthy  industries.  Citron 
adds  that  before  the  Labour  Party  was 
returned  to  office  in  1974,  treatment 
of  expatriates  was  even  more  lenient: 
Only  funds  actually  remitted  to  Brit- 
ain were  taxed. 

The  secret  of  British  tax  generosity 
lies  in  the  fact  that  Britain  taxes  only 
half  of  a  foreigner's  earnings.  The 
U.K.'s  steep  domestic  rates  apply,  but 
on  only  $1  of  every  $2  earned.  Brit- 
ain's top  60%  rate  doesn't  cut  in  until 
income  exceeds  $120,000,  and  then 
the  tax  would  be  only  $22,500  for  a 
married  worker  with  two  children. 
(Figure  another  $2,000  or  so  for  Brit- 
ain's National  Insurance  tax.)  And  by 
using  dual  employment  contracts 
(one  contract  for  British  duties,  a  sec- 
ond for  duties  outside  the  U.K.)  an 
expatriate  can  exclude  from  British 
taxation  not  only  half  his  British  earn- 
ings, but  all  his  non-British  income. 

But  nothing  in  life  is  simple.  There 
are,  Citron  advises,  several  hurdles  to 
clear.  First,  only  non-Brits  paid  by 
non-British  employers  qualify  for  the 
50%  exclusion,  and  then  for  only 
nine  years;  after  that,  you  can  exclude 
only  25%  of  your  earnings.  Moreover, 
you  must  make  sure  that  your  living 
expenses  do  not  exceed  your  British 
salary;  otherwise  the  Inland  Revenue 
will  tax  the  excess  at  the  full  rates, 
unless  you  can  prove  that  the  excess 
is  a  remittance  of  capital 
rather  than  income.  Final- 
ly, you  must  convince  our 
own  IRS  that  you  qualify 
to  exclude  your  $80,000 
from  U.S.  taxation.  One 
way  is  to  spend  at  least 
330  days  outside  the  U.S. 
on  foreign  assignment. 
Alternatively,  you  can  es- 
tablish bona  fide  resi- 
dence in  the  U.K.  by,  for 
example,  working  in  Brit- 
ain for  at  least  half  the 
year.  But  if  you  can  clear 
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We  offer  you  a  strategy  for  a  lifetime 
of  investment  opportunity  and  financial  security 


IXJTAL  FINANCIAL  PLANNING. 

—  — 


Once  upon  a  time . . . 
)u  could  get  ahead  just  by  saving  money, 
ow  it's  a  lot  more  complicated, 
bw  do  you  keep  your  savings 
lead  of  taxes  and  inflation . . . 
id  still  provide  for  mortgage  payments, 
liege  tuitions,  insurance,  investments, 
id  retirement? 

3w  do  you  cope  with  a  financial  world 
at  has  become  infinitely  more  complex? 
;>day,  whether  you  earn  $50,000  or 
50,000,  you  need  a  long-term  strategy 
at  properly  places  investment  assets 
keep  them  earning  maximum  returns, 
strategy  that  replaces  the  panic  button 
th  an  orderly  system  for  success. 

At  Prudential-Bache, 
;  call  it  Total  Financial  Planning, 
p  the  discipline  we  live  by. 

Total  Financial  Planning  requires 
areful  assessment  of  your  entire 
ancial  situation,  and  the  assembling 
a  financial  profile  that  forms 
b  basis  of  an  approach  to  meet  all 
ur  financial  objectives. 

Your  Total  Financial  Planning 
|  )gram  might  well  include  stocks  and 
j  nds,  options,  municipals  and 
mey  market  funds . . .  among  a  variety 
investment  opportunities.  Or  your 
l  sition  may  require  diversification  into 
I :  shelters,  private  placements, 
:  nmodities,  annuities,  estate  and 


retirement  plans.  In  all . . .  more  than 
sixty-five  financial  alternatives. 

Prudential-Bache  Account  Executives 
are  the  catalysts  behind  the  considered 
process  of  Total  Financial  Planning. 
They  have  the  depth  of  experience 
to  meet  your  changing  needs 
through  a  continuing  relationship. 
The  more  we  know  about  you, 
the  more  we  can  do  for  your  future. 
And  ours. 

Total  Financial  Planning. 
It's  the  discipline  needed 
to  stay  ahead  in  the  uncertain  '80s. 
And  it's  yours  from 
Prudential-Bache  Securities. 
One  powerful  source  for  a  lifetime 
of  investment  opportunity 
and  financial  security. 

Today,  take  the  first  step. 
Call  us  at  800-654-5454. 
Day  or  night,  we'll  be  there. 


",  3  Prudential  Bache  Securities  Member  SIPC 


Prudential-Bache 

Securities 


TO  MORE  OF  THE  ORIENT... 
FROM  MORE  OF  AMERICA... 
THAN  ANY  OTHER  AIRLINE. 


OUR  WAY:  FASTEST 
FROM  MOST  U.S.  CITIES. 


44  NONSTOPS  EVERY  WEEK. 
CHICAGO  -  SEOUL 
CHICAGO  -  TOKYO 
NEW  YORK  -  TOKYO 
SEATTLE/TACOMA  -  TOKYO 
SEATTLE/TACOMA  -  SEOUL 
LOS  ANGELES  -  TOKYO 
HONOLULU  -  TOKYO 
HONOLULU  -  OSAKA 

•  The  most  nonstop,  direct  and 
connecting  flights  going. 

•  Service  from  56  cit  s  throughout 
the  U.S. 

•  Service  to  TOKYO  *  OSAKA 
SEOUL  •  OKINA^  GUAM 
TAIPEI  •  MANILA  (3  KONG 


THE  ONLY  SLEEPER  SEATS  IN 
ANY  BUSINESS  CLASS. 


The  sleeper  seats  on  the  private  upper 
deck  of  our  all-747  international  fleet 
are  exclusively  for  Executive  Class 
passengers.  Or,  if  you  prefer,  we  also 
offer  separate  wider-than-Coach 
seating  on  our  main  deck  with  movies 
and  much  more.  Sleeper  seats  in 
Executive  Class  are  available  at  no 
extra  charge,  but  are  limited  and 
must  be  reserved  in  advance. 


DOUBLE  FREE  FLIGHT  PLAN  II 
CREDITS  TO  THE  ORIENT. 

Earn  double  Free  Flight  Plan  II  credits 
on  the  Transpacific  portion  of  any  First 
Class,  Executive  Class  or  Full  Fare 
Economy  Class  ticket  —  between  any 
point  in  the  50  states  and  any  of  our 
destinations  in  the  Orient.  Free  Flight 
Plan  II  does  not  apply  to  travel  within 
the  Orient.  Subject  to  government 
approvals. 


OUR  WAY:  Working  hard.  Doing 
things  better.  Serving  more  of  the1 
Orient  from  more  of  America 
than  any  other  airline. 


^NORTHWEST  ORIENT! 


THEVi  1LD  IS  GOING  OUR  iB*  WAY. 

■■■■■■■  :SHnBHMHMIimmnH^HmWilHHiMH« 


Taxing  Matters 

the  hurdles,  says  Citron,  "then  obvi- 
ously the  place  in  Europe  to  be  posted 
is  Britain." 


Foiling  FIRPTA 

In  late  1980  Congress  passed  the 
Foreign  Investment  in  Real  Proper- 
ty Tax  Act  (FIRPTA).  The  legislation, 
which  was  strongly  supported  by 
farmers,  was  intended  to  ensure  that 
i  foreign  investors  pay  taxes  on  their 
U.S.  real  estate  gains. 

In  September  the  IRS  released  tem- 
porary regulations  that  sparked  con- 
|  siderable  controversy.  Many  accoun- 
tants contend  the  new  requirements 
are  overly  complex  and  burdensome. 
Then,  just  weeks  ago,  the  New  York 
|i  State  Bar  Association  tax  section  is- 
;t  sued  a  laundry  list  of  complaints  and 
I  suggested  amendments. 

One  problem  centers  on  real  estate 
;;.  holding  companies  owned  by  foreign 
interests.  According  to  the  IRS,  any 

i  enterprise  with  over  50%  of  its  assets 
«  invested  in  U.S.  real  property  is  con- 
.  sidered  a  U.S.  real  estate  holding  com- 

ii  pany  and  is  thus  subject  to  taxation, 
i:  The  rub  comes  in  determining  the 
I  relative  worth  of  these  interests. 
:  Clever  operators,  the  NYSBA  points 
:  i  out,  can  manipulate  the  gross  value  of 
Is  real  estate  holdings  in  order  to  keep 

I  them  below  50%  of  the  holding  com- 
i  pany's  assets.  Conversely,  some  for- 
i  eign  investors  with  interests  in  heav- 
j  I  ily  leveraged  real  estate  may  find  that 
;|  a  small  equity  investment  in  U.S. 

property  is  considered  to  have  a  value 
that  triggers  the  regulations.  They 

I I  could  wind  up  paying  a  sizable 
)  amount  in  unexpected  taxes. 

There  are  other  problems,  but  there 
may  still  be  room  for  optimism 
among  foreign  investors.  The  IRS  re- 
!:',  cently  postponed  the  date  by  which 
; ,  investors  had  to  decide  whether  to  file 
the  required  documents  or  post  secu- 
'  rity.  That's  good  news  for  FIRPTA's 
foes.  After  all,  the  next  best  thing  to 
not  paying  taxes  is  putting  off  the  due 
date. — Martin  Love 


Florida  gambit 

W'hen  the  not-so-golden  state  of 
California  has  been  forced  to  re- 
sort to  i.o.u.s  to  pay  its  debt  for  the  first 
time  since  the  Depression,  about  the 
last  thing  you  would  expect  it  to  do  is 
abolish  the  state  inheritance  tax.  Yet 
that  is  precisely  what  California  has 
done.  And  it's  not  alone.  Illinois  and 
Wyoming  have  also  killed  off  these 
taxes  in  the  past  ten  months.  Since 


1979  five  other  states  have  also  done 
away  with  their  inheritance  taxes. 

Why?  "The  inheritance  tax  is  sim- 
ply a  cruel  and  ghoulish  tax,"  says 
Illinois  Representative  Penny  Pullen, 
the  driving  force  behind  that  state's 
bill  to  abolish  death  taxes.  "It  hits 
people  in  their  darkest  hour,  when 
they  can  least  afford  to  be  harassed  by 
the  government." 

Humanitarian  reasons  aside,  there 
are  major  problems  with  inheritance 
taxes.  For  one  thing,  a  family  that  has 
all  of  its  assets  tied  up  in  a  small 
business  may  be  forced  to  sell  that 
business  to  pay  inheritance  taxes  if 
the  head  of  the  family  dies  suddenly. 
It's  a  true  dilemma:  You  have  to  pay 
the  tax  to  keep  the  business  and  you 
have  to  sell  the  business  to  pay  the 
tax.  Worse,  under  most  state  inheri- 
tance tax  laws,  the  same  estate  may 
be  taxed  twice  in  the  same  genera- 
tion— once  as  it  passes  from  husband 
to  wife,  and  then  again  as  it  passes 
from  wife  to  children.  That  is  so  obvi- 
ously unfair  that  California  and  seven 
other  states  have  replaced  their  in- 
heritance taxes  with  what  is  known 
as  a  "pickup  tax." 


These  pickup  taxes  are  levied  only 
if  the  estate  is  large  enough  to  incur 
federal  estate  taxes.  Then  the  pickup 
taxes  are  set  equal  to  the  amount  of 
tax  credit  the  federal  government 
gives  for  state  estate  taxes.  So,  the 
estate  doesn't  wind  up  paying  any  ad- 
ditional money  to  the  state. 

The  amounts  involved  in  the  aboli- 
tion of  death  taxes  are  not  huge.  In 
1981,  for  example,  the  total  death  tax 
revenues  for  the  state  of  California 
amounted  to  over  $500  million,  2.4% 
of  total  tax  revenues.  In  Illinois,  that 
figure  came  to  $142  million,  or  nearly 
2%  of  total  tax  revenues.  And  in  Wyo- 
ming, it  accounted  for  less  than  $3 
million,  0.6%  of  that  state's  total  tax 
revenues. 

"I  wouldn't  be  surprised  if  other 
states  have  something  like  this  in  the 
works,"  speculates  Robert  Greisman, 
tax  manager  of  Chicago's  Alexander 
Grant  &  Co.  It's  a  horse  race,  after  all. 
"States  are  competing,"  says  Philip 
Tatarowicz,  supervisor  at  the  national 
tax  department  of  Ernst  &.  Whinney. 
"They  are  enacting  a  variety  of  tax 
packages,  maybe  so  people  won't  re- 
tire to  Florida." — Debra  Rapps 


The  rainmakers 


Sometimes  it  looks  as 
if  the  Internal  Rev- 
enue Service  were  in  the 
business  of  stuffing  silver 
linings  with  clouds.  The 
most  recent  puff  of  IRS 
nimbus  comes  in  the  area 
of  early-payoff  "dis- 
counts" on  home  loans. 
These  incentives  were 
given  to  homeowners  who 
helped  banks  and  S&Ls 
out  of  a  tight  spot  by  pay- 
ing off,  years  ahead  of 
time,  old,  low-interest 
mortgages. 

The  IRS,  however,  ruled 
last  November  that  such  discounts 
count  as  taxable  income  to  the  home- 
owners. To  make  matters  worse,  the 
ruling  is  retroactive.  People  who  took 
advantage  of  these  early-payoff  deals, 
not  expecting  any  taxation,  may  find 
themselves  in  debt  to  the  IRS.  Now 
they  tell  us. 

Fortunately  for  the  poor  taxpayer, 
the  retroactive  element  of  the  new 
ruling  may  be  impossible  to  enforce. 
The  only  mechanism  that  the  IRS  has 
to  monitor  these  early-payoff  dis- 
counts is  a  formal  audit.  "What  will 
happen  is  that  for  every  person  who  is 
subject  to  the  ruling,  10%  will  be- 
come aware,  and  report  the  income, 
and  90%  will  do  nothing,"  says  Rob- 
ert Milburn,  a  partner  at  Laventhol  & 


Horwath,  the  Philadelphia-based  ac- 
counting firm.  But  even  those  taxpay- 
ers who  are  caught  through  audits 
will  probably  face  no  negligence  pen- 
alties, as  long  as  the  Service  does  not 
think  they  have  withheld  any  infor- 
mation deliberately. 

The  saddest  news  comes  for  home- 
owners who  take  the  discounts  in 
the  future.  The  IRS  will  be  watching 
carefully.  The  service  will  be  chang- 
ing its  1099  information  forms  for 
reporting  miscellaneous  income  such 
as  rents,  royalties  and  other  pay- 
ments to  include  gains  from  written- 
down  bank  loans.  So  if  interest  iates 
should  go  up  again,  and  you  cash  in 
on  a  mortgage,  the  IRS  will  be  your 
partner. — Desiree  French 
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By  selling  their  airlines  stock,  holding 
companies  can  have  their  cake  and  eat  it, 
too.  But  what  are  the  buyers  getting? 


Let  them  eat 
stock 


By  Robert  McGough 

Wp  hen  Trans  World  Corp. 
sold  19%  of  its  troubled  sub- 
sidiary, TWA,  in  February, 
Wall  Street  was  rife  with  speculation. 
Was  Trans  World  making  the  asset 
play  that  Odyssey  Partners,  large 
shareholders,  tries  occasionally  to 
force  on  it — a  breakup  of  the  holding 
company  into  its  valuable  constituent 
parts?  Probably  not.  Breakup  seems 
very  far  from  management's  mind. 

Since  then  Texas  Air's  subsidiary, 
Continental  Airlines  Corp.,  has  an- 
nounced a  similar  offering  of  stock. 
Whereas  Trans  World  has  profitably 
diversified  operations,  Texas  Air  ha£ 
nothing  to  fall  back  on  besides  ajr.- 
lines — New  York  Air  and  Continen- 
tal, which  also  owns  Texas  Interna- 
tional. Both  Trans  World  and  Texas 
Air  swear  they  aren't  splitting  up. 
Trans  World  CEO  L.  Edwin  Smart 
calls  it  merely  "a  significant  source  of 
capital  for  TWA."  What's  going  on? 

Both  companies  are  making  an  as- 
set play,  but  a  clever  one  that  keeps 
the  benefits  of  consolidation.  Trans 
World  and  Continental  are  having 
their  cake  and  eating  it,  too. 

The  key  element  in  these  deals  is 
that,  for  full  consolidation  of  a  subsid- 
iary's financials,  the  IRS  looks  to  the 
percentage  of  voting  control  a  holding 
company  has.  That  percentage  can  be 
quite  different  from  how  much  com- 
mon stock  it  owns.  Take  the  TWA 
offering,  the  first  time  its  common 
has  been  publicly  traded  since  Trans 
World  Corp.  was  formed  on  Jan.  1, 
1979.  Trans  World  sold  1.85  million 
of  its  28  million  shares,  and  TWA  sold 
4.15  million,  bringing  Trans  World's 
holding  down  to  8  1  of  outstanding 
common.  TWA  thereby  raised  more 
than  $54  million  for  new  equipment 
and    efficient    Boeing    767s — badly 


needed  by  TWA,  which,  with  a  flock 
of  ancient  707s,  has  the  oldest  of  the 
major  fleets.  Trans  World  itself  got  a 
tidy  $24  million,  too. 

But  Trans  World  isn't  giving  away 
too  much.  It  retains  full  control  of  10 
million  shares  of  TWA  preference 
stock.  Each  preference  share  has  ten 


TWA  CEO  L.  Edwin  Smart 


Letting  the  public  take  the  risk. 


votes  toward  electing  the  board  of  di- 
rectors. Although  the  public  paid  $78 
million  to  own  19%  of  TWA,  Trans 
World  still  has  95%  of  the  voting  con- 
trol. Similarly,  Texas  Air  owns, 
enough  preferred  stock  that  it  would 
retain  control  even  if  Continental 
sold  several  million  shares  of  conx- 
mon  stock  to  the  public. 

Both  airlines  carefully  guard  their 
preference  stock.  Legally,  the  airlines 
can  sell  none  of  it  without  selling  all 
of  it  in  one  lump.  If  the  holding  com- 
pany sells  more  than  50%  of  the  com- 
mon, the  nrpferenre  stork's  vntjnfl 
rights  evaporate. 

But  that  leaves  plenty  of  room  to 
raise  capital.  Should  Trans  World  de- 
cide to  go  whole  hog  and  sell  all  the 
remaining  TWA  stock  in  treasury,  it 
could  raise  an  additional  $275  million 
at  recent  prices.  With  84%  of  the 
votes  for  directors,  Trans  World 
would  retain  voting  control  and  tax 
benefits — 80%  is  the  IRS  minimum. 


Continental  could  sell  nearly  half  its 
authorized  common,  and  Texas  Air 
would  still  retain  control.  And  the. 
holding  companies  would  have  raised 
all  this  equity  capital  without  a  cent 
of  equity  dilution  for  their  own  share- 
holders. An  asset  play,  indeed. 

But  what  is  the  public  buying? 

The  numbers  are  pretty  dreary  all 
over  the  industry,  yet  airline  stocks 
have  more  than  doubled  since  their 
lows  early  last  year.  Fuel  prices  are 
going  down,  and  American  Airlines' 
attempt  to  bring  some  sense  back  into 
air  fares  has  encouraged  investors, 
though  Pan  Am's  discounts  may  have 
taken  some  of  the  edge  off  that. 

A  rising  tide,  the  saying  goes,  carries 
all  ships.  TWA  sold  easily  at  its  initial 
$14  a  share,  and  has  risen  to  a  little 
under  $  1 6.  Despite  the  runup  in  airline 
stocks,  there  are  those,  such  as  Marc 
Klee  of  the  National  Aviation  &  Tech- 
nology Fund,  who  believe  the  best  is 
yet  to  come.  "It's  ridiculous"  to  think 
airline  stocks  have  peaked,  he  says. 
"They  are  priced  at  60%  to  70%  of  fair 
value."  TWA's  old,  inefficient  fleet 
isn't  as  much  of  a  drawback  now  that 
fuel  prices  are  in  decline.  With  a  debt- 
to-equity  ratio  of  2-to-l,  maybe  it's  a 
good  thing,  analyst  Eva  Holman  of 
Donaldson,  Lufkin  &  Jenrette  points 
out,  that  TWA  didn't  buy  new  planes  at 
the  same  pace  as  some  competitors. 
The  additional  debt,  she  says,  "would 
have  destroyed  the  company." 

Still,  following  such  a  big  runup,  are 
airline  stocks  a  buy?  And  are  strapped 
companies  like  TWA  and  Continental 
the  best  way  to  play?  "We  weren't  in 
the  TWA  deal,  so  I  didn't  have  to  face 
that  one,"  one  analyst  says  wryly. 

TWA  has  lost  money  since  dereg- 
ulation, hitting  a  low  last  year  when  it 
lost,  pro  forma,  $1.14  a  share.  On  Dec. 
31,  1982  current  liabilities  exceeded 
current  assets.  Continental  is  even 
deeper  in  the  hole,  with  debt-to-equi- 
ty a  frightening  9-toT. 

Asked  about  the  deals,  airline  ana- 
lyst Robert  Joedicke  of  Lehman  Broth- 
ers Kuhn  Loeb  says,  "You're  getting 
into  areas  with  all  the  caveats  for  cer- 
tain types  of  accounts.  Neither  [TWA 
nor  Continental],  obviously,  is  suited, 
except  for  venture-oriented  or  at  least 
businessman  risks."  Of  airline  stocks 
in  general,  Joedicke  says,  "This  is  not 
a  group  for  ERISA  accounts." 

In  the  first  three  months  of  1983, 
airlines  raised  over  $1.3  billion,  more 
than  in  the  previous  two  years  com- 
bined. "Everybody's  going  through 
the  window,"  Joedicke  says.  Maybe 
the  window  won't  close  soon,  but  the 
issuers  aren't  willing  to  take  that 
chance.  They  would  rather  let  the 
public  do  it.  ■ 
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Kodak  introduces 
the  duplicator  that  binds! 


"The  thickness  of  the  reports 
you  can  bind  knows  almost 
no  bounds!" 


"It  was  bound 
)  happen!  Beautiful 
bound  reports!" 


"Kodak  is  innovating  in  leaps  and  bounds! 
Automatic  in-line  book-style  binding, 
each  book  at  duplicator  speed.  Fast! 
Staples  too!  Standard  or  legal  size,  copied 
one  side  or  both  ( with  unique  single-pass 
duplexing ),  with  or  without  colorful 
cover  sheets!" 


"What  Kodak  hath 
adhesive- bound  together, 
let  no  one  pull  asunder!" 


"My  reports  are 
bound  to  be  better 
with  binding!" 

\ 


Talk  about  legally  binding. 
It binds  &/2X11 
and  8/2  x  14  paper  too!" 


"Send  the  coupon  or  call. 

We're  honor-bound  to 
send  you  an  actual  sample 
report  bound  with  the  new 
Kodak  Ektaprint250AFB 
duplicator!" 


Call  toll-free  or  send  the  coupon. 
1  800  44KODAK  (1  800  445-6325) 


©Eastman  Kodak  Company,  1983 


r—Ol/jj  

Eastman  Kodak  Company.CD3359, Rochester.  NY  14650. 

Please  send  me  a  bound-like-a-book  brochure  produced 
on  the  new  Kodak  Ektaprint  250AFB  duplicator. 

Have  a  Kodak  representative  call. 
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When  Britain  banned  a  book  that  exposed 
some  embarrassing  secrets  of  the  Security 
Service,  the  government  turned  A  Matter  of 
Trust  into . . . 


A  circus 


By  Donald  Moffltt 


Iast  October  in  London,  legal 
_  lightning  struck  31 -year-old 
I  Rupert  Allason.  Under  the 
pseudonym  Nigel  West,  Allason  had 
written  but  not  yet  published  a  book 
called  A  Matter  of  Trust,  a  history  of 
MI5,  the  British  counterintelligence 
agency  from  1945  to  1972.  A  copy  of 
the  manuscript  found  its  way  to  MI5. 
Britain's  attorney  general  quickly  per- 
suaded the  High  Court  of  Justice  to 
enjoin  publication.  A  government  af- 
fidavit asserted  the  story  told  by  Alla- 
son (West)  could  only  have  come  from 
MI5  officers  and  dealt  with  "inci- 
dents, operations,  investigations  and 
other  matters  which  have  not  pre- 
viously been  made  public." 

A  few  months  later,  after  Allason 
agreed  to  deletion  of  a  few  names  and 
specifics  dealing  with  Soviet  spies 
roosting  at  the  "top  of  the  intelligence 
tree"  in  Britain,  the  book  was  pub- 
lished. The  intervention  of  Her  Maj- 
esty's government  had  struck  Allason 
with  literary  as  well  as  legal  lightning. 
Thanks  to  the  publicity,  the  book  has 
become  a  bestseller  in  Britain.  Now, 
as  The  Circus,  the  expose  has  just  ap- 
peared in  a  less  censored  American 
edition.  Allason  has  been  traveling 
about  the  States  promoting  it. 

In  New  York,  over  drinks  in  a  Chi- 
nese restaurant,  Allason  told  Forbes 
just  why  his  book  has  rubbed  govern- 
mental readers  raw:  The  diligent  reader 
can  ascertain  that  a  former  director- 
general  and  deputy  director-general  of 
MI5  were  the  subjects  of  investigation 
as  possible  Soviet  "moles."  Since  the 
end  of  World  War  II — in  which,  inci- 
dentally, MI5  performed  superbly — 
the  agency  appears  to  have  protected 
far  more  Soviet  agents  than  it  ever 
caught.  It  did,  in  fact,  according  to 
Allason,  uncover  on  its  own  only  one 


small-fry  spy  during  the  entire  postwar 
period.  Meanwhile  it  failed  to  uncover 
and  quite  possibly  even  warned  those 
high-placed  British  Foreign  Service  of- 
ficers and  others  who  constituted  the 
most  intellectually  distinguished  ring 
of  traitors  in  history:  Guy  Burgess, 
Donald  Maclean,  Harold  (Kim)  Philby 
and  John  Cairncross. 

Four  members  of  what  the  KGB 
calls  the  "Ring  of  Five."  And  who  was 
number  five?  There  are  many  candi- 
dates: British  governmental  and  busi- 
ness institutions  seem  to  possess  a 
real  genius  for  turning  out  spear-carri- 
ers vulnerable  to  the  promise  of  a 
KGB  commission,  a  few  pounds  or  the 
intimacy  of  one  sex  or  another  in 


Rupert  Allason  a.k.a.  Nigel  West 
Tracking  the  KGB's  moles. 


"honeytrap"  stings  routinely  arranged 
by  the  KGB.  Once  compromised, 
most  of  the  KGB's  British  subjects 
more  or  less  promptly  and  patriotical- 
ly reported  in  to  MI5,  which  assigned 
them  professional  case  officers  to  con- 
trol their  spying  for  the  Soviets.  That, 
as  it  turns  out,  is  precisely  what  the 
KGB  expected  all  along.  Once  having 
learned  the  identities  of  the  case  offi- 
cers, the  KGB  then  made  overtures  to 
them — the  true  targets.  Belatedly, 
MI5  learned  that  at  least  five  of  its 
case  officers  had  been  approached  by 
the  KGB.  But  not  one — for  fear  of  re- 
vealing that  his  cover  had  been 
blown — ever  reported  the  matter  to  a 
superior.  How  many  British  intelli- 
gence agents  the  KGB  actually 
"turned"  is  guesswork,  but  Allason 
believes  that  there  were  many  more 
than  five. 

Allason  readily  concedes  that  all 
the  world's  intelligence  agencies  oc- 
casionally get  penetrated  by  their  op- 
ponents. William  Hood,  a  former  CLA 
counterintelligence  officer,  once  said, 
"Any  intelligence  officer  who  as- 
sumes his  service  is  penetration-proof 
is  ignorant  of  intelligence  history." 

But  the  British  record,  Allason  says, 
is  simply  abysmal.  Why?  Allason,  Re- 
becca West,  John  le  Carre  (himself,  as 
David  John  Moore  Cornwell,  of  MI5) 
and  other  British  writers  and  intellec- 
tuals have  grappled  with  the  question 
over  the  years.  "Peacetime"  espionage 
in  Britain  is  far  from  a  capital  offense; 
when  one  spy  was  sentenced  to  42 
years  (most  get  off  with  single-digit 
terms)  his  punishment  generally  was 
thought  excessive.  That  leniency, 
however,  merely  reflects  values  of  the 
British  elite.  One  theory  has  it  that 
such  elitists  as  Burgess,  Maclean  and 
Philby,  mourning  the  decline  of  the 
Empire  of  their  youth,  found  in  the 
Soviet  Union  their  new  Empire  and 
their  rightful  place  in  it.  Another  the- 
ory traces  the  treason  virus  to  the 
contempt,  among  certain  Britishers,  of 
all  things  American,  particularly 
America's  relatively  classless  egalitar- 
lanism;  in  the  Soviet  Union,  by  con- 
trast, workers  have  their  place,  elitists 
have  theirs,  and  the  mannered,  dis- 
guised British  contempt  of  one  class 
for  another  does  not  exist.  Russians 
may  be  cynical  about  their  rulers  but 
hardly  hate  them. 

And  as  cynical  as  the  Soviets  are 
toward  their  own  burdened  and  bela- 
bored system,  they  are  not  stupid.  The 
ease  with  which  they  have  manipu- 
lated the  wealthy  and  privileged  in 
British  society  provides  evidence 
enough  of  that.  Allason  is  giving  us  a 
lesson,  and  it's  simple:  Never  under- 
rate the  other  guy.  ■ 
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A  NO-RISK 
GROWTH  CHART. 


FROM  KELLY  SERVICES. 

Lately  you've  seen  real  signs  of  growth-a 
chance  to  get  your  company  moving  again. 
You  want  to  act. 

But  you  need  a  plan. 

Is  there  a  safe  way  to  staff  up  for  growth 
without  risking  layoff-letdown  if  that  growth 
doesn't  last? 

Kelly  Services  can  be  a  safeguard 
in  these  unpredictable  times. 

Because  with  qualified  help  in  over  100  job 


categories,  Kelly  can  match  the  right  person  to 
each  slot.  And  we're  guaranteed  100%. 

If  it  turns  out  the  growth  is  steady-and  you  can 
begin  hiring  full-time  help  with  confidence- 
terrific.  Having  Kelly  temporaries  in  place  will  give 
you  the  time  to  find  out  for  sure.  And  the  time 
you  need  to  find  the  right  full-time  people.  (You 
won't  be  in  a  rush  to  hire  the  first  applicants.) 

So  until  you're  sure  about  your  growth,  don't 
take  unnecessary  chances. 

Give  your  local  Kelly  office  a  call  today. 
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Harris  Corp.  knows  a  lot  about  words  and 
it  knows  a  lot  about  technology.  Neverthe- 
less, moving  into  the  office  automation 
business  wont  be  easy. 

Harris  Corp.'s 
bold  strategy 


By  Pamela  Sherrid 

We  know  more  about  word 
processing  than  anyone  else 
in  the  world,"  said  Dr.  Joseph 
Boyd,  chairman  of  Harris  Corp.,  in  the 
spring  of  1981. 

But  there's  many  a  slip  between  cup 
and  lip.  It's  two  years  later,  and  Har- 
ris' first  office  word  processor,  prom- 
ised since  the  late  Seventies  and  a 
cornerstone  in  the  Florida-based  com- 
pany's long-term  strategy,  will  only 
be  introduced  next  month. 

Though  late,  the  timing  coincides 
neatly  with  another  Harris  good-bye 
nod  to  the  old-fashioned  printed 
word.  The  company,  which  had  sales 
last  year  of  $1.7  billion,  is  in  the  pro- 
cess of  selling  its  printing-press  divi- 
sion to  a  group  of  employees  for  $250 
million.  With  that  divestiture,  Harris 
loses  its  oldest  and  largest  business, 
completing  its  transformation  from 
mechanical  printing  supplier  to  a  pro- 
ducer of  high-tech  electronic  systems. 

Harris  made  the  transition  by  build- 
ing from  its  defense  business  (Forbes, 
May  26, 1980)  and  excelling  with  high- 
tech, top-of-the-line  products  in 
smallish,  specialized  markets.  Its 
wares  include  satellite  earth  stations, 
scientific  super  minicomputers,  spe- 
cialty semiconductors  and  sophisti- 
cated control  systems.  That  mix  pro- 
duced six  years  of  uninterrupted  19% 
annual  earnings  growth,  until  the  fis- 
cal year  ending  last  June.  In  the  last 
twelve  months,  profits  fell  33%  to  a 
five-year  low  of  $62  million.  Blame 
the  recession,  new  competition  and 
high  development  costs. 

What  works  for  a  small  company 
doesn't  necessarily  work  as  well  for 
one  with  annual  sales — even  without 
printing— of  over  $1.3  billion.  To 
avoid  slowing  its  growth,  Boyd  must 
broaden  Harris'  markets.  Thus  the 


Dr.  Joseph  Boyd  of  Harris  Corp. 
Learning  to  go  out  and.  sell. 


risky  entry  into  office  automation. 

This  move  will  be  especially  tricky. 
Harris  is  a  company  dominated  by 
engineers — like  Boyd,  an  electrical 
engineer  from  the  University  of 
Michigan — whose  specialized,  state- 
of-the-art  products  have  almost  sold 
themselves.  "Now  Harris  will  have  to 
go  out  and  sell,"  says  Stephen  Mc- 
Clellan,  a  Salomon  Brothers  analyst. 

As  Boyd  knows,  simply  having  the 
best  products  isn't  enough.  Take  his 
semiconductor  business,  which  lost 
$11  million  pretax  last  year  on  sales  of 
$147  million.  Harris,  one  of  the  na- 
tion's top  dozen  chipmakers,  got  into 
trouble  when  its  CMOS  line  (a  low- 
power  technology  that  lets  designers 
pack  more  circuits  into  less  space) 
became  too  popular.  The  Japanese 
muscled  in  with  a  CMOS  memory 
circuit  as  the  recession  hurt  demand, 
and  prices  tumbled  80% . 

The  recession  also  hurt  Harris' 
minicomputer  business,  and  tele- 
communications sales  slowed  when 
oil-producing  countries  stopped 
buying.  But  these  problems  didn't 


change  what  Boyd  has  identified  as 
his  major  thrust  for  the  next  decade. 
This  is  what  Harris  dubs  "functional 
integration,"  helping  computers  and 
word  processors  talk  to  each  other 
efficiently. 

That's  why  the  company's  botch-up 
with  its  soon-to-be-launched  word 
processor  is  so  unfortunate.  Harris 
was  a  pioneer  in  newspaper  composi- 
tion systems,  and  it  seemed  natural 
for  it  to  transfer  its  printing  knowhow 
to  office  automation.  Harris  even 
went  so  far  as  to  demonstrate  a  mock- 
up  of  a  word  processor  to  security 
analysts  two  years  ago  before  admit- 
ting that  its  approach  had  to  be  junked 
and  starting  again  from  scratch.  "Top 
management  didn't  listen  to  repeated 
warnings  from  marketing  people  that 
the  project  was  in  trouble,"  says  a 
former  employee. 

By  now,  of  course,  IBM,  Wang  and 
DEC  have  consolidated  their  posi- 
tions in  the  sale  of  word  processing 
equipment  to  major  corporations — 
the  same  market  Harris  is  now  enter- 
ing. Moreover,  though  the  Harris  ma- 
chine has  some  computing  capability, 
many  office  automation  experts  think 
word  processing  customers  will  even- 
tually opt  for  a  combination  of  inex- 
pensive personal  computers  and  gen- 
eral purpose  minicomputers  sporting 
improved  multipurpose  software. 
Harris'  minicomputer  is  geared  to  sci- 
entific applications,  which  means  the 
company  doesn't  have  a  large  in- 
stalled base  in  the  front  office. 

What  happens  if  Harris'  word  pro- 
cessors fail  to  capture  a  significant 
portion  of  the  market?  The  com- 
pany's future  is  not  at  stake.  Its  de- 
fense business  in  such  gadgets  as  su- 
persecure  communications  systems 
and  avionic  test  equipment  is  expect- 
ed to  churn  out  25%  earnings  in- 
creases for  the  next  several  years.  And 
a  semiconductor  turnaround  is  likely. 
This  summer  Harris  will  introduce 
the  first  CMOS  version  of  the  popular 
Intel  8086  microprocessor  that  is  used 
in  many  personal  computers.  Looking 
further,  a  new  domestic  telecommu- 
nications market  may  help  offset  Har- 
ris' international  problem:  private 
networks  for  corporations  that  com- 
bine Harris'  satellite,  microwave  and 
fiber  expertise.  "Few  corporations 
have  as  wide  a  capability  for  voice  and 
data  communications,"  says  Sandra 
Roth,  a  telecommunications  analyst 
at  Shearson/ American  Express. 

But  without  a  successful  word  pro- 
cessing product,  Boyd's  bid  to  broaden 
the  company's  markets  will  be  set 
back,  and  that  will  make  the  differ- 
ence between  spectacular  and  merely 
impressive  growth  in  the  future.  ■ 
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INTRODUCING 
THE  EMERY  URGENT  LETTER. 
FOUR  FULL  OUNCES  IN  A  FULL-SIZED 
ENVELOPE  FOR  JUST  $11.00. 


The  new  Emery  Urgent  Letter  is  the 
overnight  letter  that  lets  you  send  up  to 
twenty  pages  or  four  full  ounces  desk- 
to-desk  across  America  for  just  $11.00. 

Emery  also  gave  the  Urgent  Letter 
a  specially  lined,  full -sized  9"  x  12" 
envelope  to  ensure  that  your  papers 
slide  in  easily  and  safely  without  folding. 


The  more  important  papers  you  send, 
the  more  you  need  the  Emery  Urgent  Letter. 
Try  it  and  find  out  how  well  it  meets  your 
most  urgent  overnight 
shipping  needs. 


Ford's  1983  new  car  blitz  isn't  your  usual 
hyped-up  introduction.  There's  lots  more 
at  stake  than  simply  a  few  new  models. 


Make 

or 
break 


By  John  R.  Dorfman 


Step  back  to  1958.  Ford  Mo- 
tor Co.  needs  a  car  for  those 
who  want  something  other 
than  basic  transportation 
but  can't  afford  real  luxury. 
Mercurys  are  doing  all  right  with 
well-to-do  buyers,  while  Fords  contin- 
ue to  sell  to  customers  at  the  low-cost 
end.  But  in  the  middle  the  company  is 
weak,  so  it  spends  several  hundred 
million  dollars  to  bring  out  .  . .  the 
Edsel.  Selling  a  pitiful  41,000  cars  in 
1959,  the  new  hope  goes  down  in  the 
books  as  a  classic  business  blunder. 

Let's  face  it.  Middle-market  cars 
have  often  been  Ford's  Achilles'  heel. 
In  the  1960s  Ford's  Fairlanes  and  Tori- 
nos  were  no  match  for  General  Mo- 
tors' intermediates  like  the  Chevrolet 
Chevelle  and  the  Pontiac  Tempest. 
But  who  cared  when  Ford  was  piling 
up  profits  selling  thousands  of  Lee 
Iacocca's  brainstorm,  the  hot  little 
Mustang? 

Now  it's  1983.  Deja  vu.  Ford's 
middle-market  models,  cars  like  the 
Fairmont,  Thunderbird  and  LTD, 
have  again  been  getting  creamed  by 


GM.  Ford  is  selling  small  cars  right 
and  left.  But  that's  nothing  new.  The 
bottom  of  the  line  was  Ford's  strength 
even  in  the  1920s.  Remember  how 
Henry  Ford  kept  grinding  out  Model 
Ts  while  GM  captured  the  public's 
fancy  with  more  luxurious  models? 

Today,  Ford's  bottom-end  strength 
avails  it  little.  A  worldwide  overcapa- 
city to  produce  small  cars  has  eroded 
profit  margins  badly.  So  this  year  Ford 
has  spent  close  to  $2  billion  to  shore 
up  its  position  in  the  middle  of  the 
market.  The  stakes  are  even  higher 
than  in  1958.  If  the  company's  new 
Tempo  and  Topaz  don't  catch  on, 
Ford  may  have  to  sell  its  profitable 
aerospace  subsidiary.  It  may  have  to 
scale  back  sharply  on  its  U.S.  oper- 
ations. It  will  certainly  have  to  ask  for 
mercy  from  its  banks. 

Volume,  of  course,  is  still  the  name 
of  the  game  when  it  comes  to  making 
cars.  Fixed  charges  loom  so  large  that 
producing  400,000  Thunderbirds 
doesn't  cost  anything  near  four  times 
as  much  as  producing  100,000.  High 
market  share  means  long  production 
runs,  and  long  runs  are  vital  to  profit- 
ability. Ford's  current  problem  is  that 


it  has  a  shrinking  share  of  a  shrinking 
domestic  segment  of  a  shrinking  U.S. 
auto  market.  It  controlled  nearly  24% 
of  that  market  in  1978  but  less  than 
17%  last  year.  Worse,  Ford's  share 
was  concentrated  mostly  in  the  least 
profitable  models. 

Despite  continued  strength  abroad 
and  in  trucks  at  home,  Ford's  inability 
to  make  money  in  the  domestic  auto 
business  has  hurt  its  balance  sheet 


Ford  Chairman 
The  company 


Philip  Caldwell,  with  a 
has  been  strong  in  I 
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badly.  Working  capital  is  now  nega- 
tive, a  serious  sign,  according  to  A.G. 
Becker  auto  analyst  Alfred  Nelson. 
He  thinks  a  healthy  auto  company 
should  have  net  working  capital  equal 
to  at  least  5%  of  sales.  Ford  hasn't 
been  above  that  benchmark  in  some 
time.  As  a  result,  Nelson  contends 
that  Ford  is  currently  a  riskier  invest- 
ment than  Chrysler:  "Ford  now  has  to 
say  to  its  suppliers,  'I  can't  pay  you  in 


30  or  60  days  like  I  used  to.  You've  got 
to  stretch  out.'  Starting  from  the  time 
it  went  public  in  the  mid-1950s,  Ford 
has  never  had  negative  working  cap- 
ital, until  now." 

The  profit  picture  isn't  pretty  ei- 
ther. Ford  lost  $1.5  billion  in  1980, 
$1.1  billion  in  1981  and  $658  million 
last  year.  Ford's  long-term  debt  is  rea- 
sonable, but  the  company  has  an  em- 
barrassing $2.2  billion  in  short-term 


debt.  To  conserve  cash,  dividends 
were  cut  in  1980  and  eliminated  alto- 
gether in  1982. 

It  is  little  help  that  Ford's  Escort,  a 
subcompact,  is  the  bestselling  car  in 
the  U.S.  and  in  the  world.  U.S.  manu- 
facturers can't  make  money  on  small 
cars.  "It's  tough  to  make  a  buck  on  an 
Escort,  even  if  you  sell  them  like  pop- 
corn," says  Maynard  (Mac)  Gordon, 
editor  of  an  auto  industry  newsletter. 


\bird,  near  Ford's  world  headquarters  in  Dearborn,  Mich. 

thread,  but  weak  in  the  area  where  it  began— cars  for  the  American  market. 
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Taking  overhead  into  account,  Ford 
didn't  make  a  penny  on  the  nearly 
half-million  Escorts,  Lynxes  and 
sports  car  derivatives  it  sold  in  the 
U.S.  last  year. 

The  reason  is  that  Japanese  manu- 
facturers effectively  set  the  price. 
With  a  substantial  cost-of-production 
advantage — probably  more  than  the 
commonly  cited  $1,500  per  car — they 
can  make  money  selling  small  cars  at 
prices  that  force  U.S.  producers  to 
take  losses.  It's  an  old  story:  To  the 
low-cost  producer  belong  the  spoils. 
Still,  Ford's  Escort  and  its  companion 
Mercury  Lynx  are  well-designed 
cars — and  proof  that  Ford  still  knows 
how  to  design  and  sell  a  good  piece  of 
machinery.  Moreover,  the  cars  are  im- 
portant for  Ford's  dealers.  Better  to 
have  people  trade  up  from  your  loss 
leader  than  somebody  else's. 

While  it  struggles  at  home,  howev- 
er, Ford  is  doing  better  than  ever 
abroad.  "Our  market  share  in  Europe 
reached  a  record  12.4%  last  year," 
says  Chairman  Philip  Caldwell,  who 
headed  European  operations  for  Ford 
from  1972  to  1973.  "In  Latin  America 
we  had  leadership  in  trucks  and 


gained  share  in  cars.  In  Australia  we 
had  car  and  truck  leadership  for  the 
first  time  since  1948."  Ford  earned 
$613  million  around  the  world  last 
year,  but  all  those  profits,  and  then 
some,  went  down  the  drain  in  the  U.S. 

What  has  Ford  done  right  abroad 
that  it  has  not  done  right  at  home? 
Caldwell  answers  the  question  indi- 
rectly by  ticking  off  factors  that  have 
made  the  U.S.  a  lousy  place  to  build 
and  sell  cars  in  recent  years.  Start 
with  fuel  economy.  Europeans  were 
used  to  $2-a-gallon  gasoline,  while 
Americans  for  years  were  used  to  pay- 
ing 30  cents.  "Europe  never  had  the 
biggest  cars,"  Caldwell  points  out. 
"During  the  1970s  there  was  very  lit- 
tle movement  from  one  size  segment 
to  another." 

In  addition,  regulation  in  Europe 
tends  to  work  according  to  govern- 
ment-industry consensus.  Caldwell 
describes  the  U.S.  system  as  "more 
nearly  heavy-handed."  Then  there's 
trade  policy.  Fortunately  for  Ford,  its 
foreign  markets  are  largely  protected. 
Quotas  and  tariffs  do  the  job  in  Eu- 
rope, while  local  content  laws  are  the 
rule  in  Latin  America.  The  company 


escapes  these  because  it  is  a  local  pro- 
ducer. U.S.  trade  barriers,  however, 
are  so  slight  as  to  be  an  invitation  for 
foreign  competition.  "Here  the  Japa- 
nese put  pressure  on  profits  at  the  low 
end  of  the  line,"  Caldwell  says,  em- 
phasizing the  obvious.  "There  was  a 
large  rise  in  imports  at  the  same  time 
that  there  was  reduced  total  demand 
because  of  the  recession." 

The  recession  helps  explain  why 
Ford  has  been  losing  money.  But  it 
doesn't  explain  why  the  company  has 
been  losing  market  share. 

Here,  Donald  Petersen,  Ford's  ge- 
nial-looking president,  is  quite  out- 
spoken. "In  the  late  1950s  and  the 
1960s,"  he  says,  "we  were  doing 
things  before  General  Motors.  We 
produced  the  first  superior  station 
wagons.  Sporty  cars  at  a  friendly  price. 
A  semi-luxury  sports  car.  Retractable 
hardtops.  But  our  leadership  has 
waned  in  the  last  ten  years.  In  the  era 
of  regulation  we  took  our  eye  off  the 
competitive  ball.  In  cars,  not  in 
trucks.  We  have  the  finest  trucks  you 
can  buy.  But  in  cars,  we  drifted  away 
from  being  the  company  that  was  of- 
fering things  first." 


War  on  seven  fronts 


Compacts 


Small  cars 


Ford's  strong  truck  business  has  in- 
deed helped  cushion  a  decline  in  do- 
mestic cars.  The  company's  F  series 
light  trucks  and  Econoline  vans  lead 
their  markets  with  fat  40%  shares, 
and  the  new,  compact  Ford  Ranger  is 
coming  on  strong  against  popular  Jap- 
anese models.  "What's  been  holding 
Ford  together  is  trucks,"  says  Mac 
Gordon.  "They  carry  the  mail  because 
they're  high-profit,  big-ticket  items. 
No  one  dickers  on  trucks." 

Lately,  in  fact,  fully  39%  of  Ford's 
unit  sales  have  come  from  trucks, 
compared  with  about  22%  at  both 
GM  and  Chrysler.  By  revenues,  trucks 
are  40%  of  Ford's  show.  Without 
them,  the  domestic  red  ink  would 
have  sunk  Ford.  Without  trucks  and 
without  foreign  profits,  Ford  would 
have  been  Chrysler — or  worse. 

Profitability  at  Ford,  then,  depends 
on  building  its  presence  in  the  middle 
of  the  car  market.  But  in  recent  years 
the  company  has  made  some  serious 
blunders  there.  When  fuel  economy 
became  a  big  issue,  for  example,  both 
GM  and  Chrysler  beat  Ford  to  the 
punch  in  downsizing  bigger  cars.  Ford 
also  was  slow  to  introduce  front- 


"It's  tough  to  make  a 
buck  on  Escorts  even 
if  you  sell  them  like 
popcorn,"  points  out 
Mac  Gordon.  Ford 
has  yet  to  make  a 
penny  on  them. 


wheel  drive  and  drifted  toward  unpop- 
ular boxy  styling.  In  addition,  the 
company  trailed  GM  in  bringing  out 
wagons,  sports  cars  and  optional  en- 
gines to  go  with  its  basic  models.  Ford 
was  slow  off  the  mark.  There's  no 
other  phrase  for  it. 

To  make  matters  worse,  Ford  got 
stuck  with  a  reputation  for  indifferent 
quality — a  reputation  that  rust  prob- 
lems and  Pinto  litigation  did  little  to 
enhance. 

In  1981,  while  Ford  was  reeling  un- 
der the  effects  of  these  problems,  its 
U.S.  market  share  hit  a  low  of  16.6%. 
That's  when  GM  could  have  stomped 


on  its  fallen  competitor.  But  GM  blew 
the  opportunity.  Its  J  cars,  intended  to 
turn  back  Japanese  compacts,  were 
underpowered  and  overpriced.  In  de- 
sign, they  had  little  that  seemed  new, 
and  sales  were  sluggish.  GM's  next  try 
was  the  slightly  larger,  more  luxuri- 
ous A  car,  positioned  to  recapture 
sales  from  European  competitors  like 
Audi  and  Saab.  Again,  the  public 
yawned.  To  make  things  worse,  GM's 
alphabet-soup  model  names  ham- 
mered home  the  point  that  there  is 
now  little  difference  among  Chevro- 
lets,  Pontiacs,  Buicks  and  Oldsmo- 
biles.  If  Ford  was  slow,  GM  could  only 
be  clumsy. 

Given  this  second  chance,  Ford 
managed  to  inch  its  1982  market 
share  up  by  0.3%,  while  GM's  fell  by 
0.4%.  That's  a  more  significant  feat 
than  it  might  appear.  Ford  was  hold- 
ing its  own  despite  a  lack  of  new  prod- 
uct. "Last  year,"  says  Harold  Poling, 
"GM  introduced  three  all-new  prod- 
ucts— effectively  nine  [because  each 
design  was  produced  in  Chevrolet, 
Pontiac  and  Buick  versions] — and 
they  lost  market  share.  This  year  we 
are  introducing  major  new  products, 


Specialty  cars 

Overall  U.S.  car  market 
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ten  new  cars  and  trucks,  culminating 
May  26  with  the  Tempo/Topaz." 

The  Tempo  and  its  Mercury  twin, 
the  Topaz,  are  small  family  cars  that 
will  compete  against  GM's  X  and  J 
cars  and  Chrysler's  K  cars.  They  re- 
place the  aging,  rear-wheel-drive  Fair- 
mont (and  Mercury  Zephyr),  which 
accounted  for  32%  of  the  compact-car 
market  back  in  1978  but  only  13% 
last  year. 

The  top  20%  of  the  market  can  be 
even  more  profitable,  and  Ford  is  do- 
ing reasonably  well  there.  The  full- 
size  Ford  Crown  Victoria  and  Mer- 
cury Grand  Marquis,  which  the  com- 
pany had  planned  to  phase  out,  refuse 
to  die — encouraged  in  good  part  by 
declining  gasoline  prices  and  lanky 
American  bodies. 

That's  good  news  for  dealers,  who 
enjoy  about  a  19%  markup  on  big 
cars,  vs.  11%  on  small  ones.  In  addi- 
tion, big-car  buyers  are  likely  to  pour 
on  the  accessories,  which  carry  a  deal- 
er markup  of  up  to  25%.  A  sweet 
point  for  Ford  is  that  the  tooling  on 
these  five-year-old  models  is  already 
paid  for.  Each  sale  here  clinks  right 
down  to  the  bottom  line.  Ford's  re- 
styled    Lincoln    Continental  also 


"What's  been  holding 
Ford  together,"  notes 
an  industry  observer, 
"is  trucks.  They  carry 
the  mail  because 
they're  high-profit, 
big-ticket  items." 


picked  up  market  share  last  year, 
mainly  at  the  expense  of  GM.  All  fine, 
but  big  cars  are  only  20%  of  the  total 
market,  and  that  segment  is  shrinking 
in  the  long  term. 

Scan  the  marketplace,  then,  and 
what  you  see  is  this:  Ford  has  been 
gaining  lately  in  both  small  and  large 
cars.  But  the  company  is  woefully 
weak  down  the  middle.  The  Fairmont 
nose-dived  after  a  good  start  in  the 
compact  market.  Thunderbird's  mar- 
ket share  is  down  sharply.  And  Ford's 
intermediates  like  the  LTD  have  fall- 
en from  42%  of  market  in  1976  to  less 
than  14%  last  year.  People  seem  to 
love  Ford's  loss-leading  Escort,  but 


they're  trading  up  to  GM. 

So,  bolstering  the  middle  is  essen- 
tial— and  Ford  simply  can't  afford  an- 
other failure.  Though  the  company 
has  just  introduced  sleek  new  Thun- 
derbirds  and  revamped  LTDs,  the 
Tempo  and  the  Topaz  are  the  real 
keys  to  Ford's  future.  They  will  be 
launched  with  a  major  promotion 
campaign,  and  Ford  executives  are 
wild  about  their  prospects.  "I  would 
expect  to  see  Tempo  become  the  best- 
selling  car,"  says  Harold  (Red)  Poling, 
head  of  Ford's  North  American  oper- 
ations. Does  that  mean  bestselling  in 
Ford's  line?  "No,  in  the  U.S." 

With  curved,  aerodynamic  lines, 
the  Tempo  bears  considerable  resem- 
blance to  the  Sierra,  Ford's  hit  model 
in  Europe.  Why  not  just  import  the 
Sierra?  For  several  reasons.  Among 
them:  The  Sierra  is  smaller  than  the 
Tempo,  and  it  has  rear-wheel  drive. 
Americans  seem  to  prefer  front-wheel 
drive  in  smaller  cars.  In  addition,  as 
Ann  Knight,  an  auto  analyst  for  Smith 
Barney,  points  out,  the  UAW  would 
have  a  fit  if  Ford  imported  the  Sierra 
in  quantity.  Look  for  Sierras  to  be 
brought  in  as  high-price  sports  cars, 
even  though  in  Europe  they  are  avail- 


Where  Ford  beats  GM 


Not  many  people  realize  that  Ford  is  the  third-lar«est  is,  in  fact,  the  world's  largest  seller  of  tars  outside  its 
auto  producer  in  Europe,  behind  Renault  and  Fiat  home  country.  The  chart  shows  relative  market 
and  ahead  of  Volkswagen  and  General  Motors.  Ford    strength  for  major  producers  around  the  world. 
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The  Bankers  Trust  Company  philosophy: 


Excellence  is  achieved  only  through  consistency  and  innovation. 
\nd  subtlety. 


;  Certain  kinds  of  excellence  can  only 

l  e  achieved  by  people  inspired  by  a 

lommon  purpose  to  work  together  as  one. 

i'eople  sparked  with  rare  determination. 

''eople  with  skill  and  finesse.  And  an 

j  nderlying  respect  for  subtlety. 

i  Not  long  ago,  Renault  came  to  Bankers 
rust  with  some  very  special  foreign 
urrency  needs:  fixed-rate  offshore 
ipanese  yen.  What  we  provided  was  the 
iternational  reach  and  experience  to 
xecute  an  extremely  complicated  multi- 
ation  currency  swap. 


Guided  by  an  experienced  relationship 
manager,  Bankers  Trust  currency  swap 
experts,  money  market  professionals  and 
corporate  trust  specialists  from  several 
continents  worked  together  with  skill, 
diligence  and  subtlety  to  fit  together  the 
needs  of  Renault  with  those  of  a 
Japanese  financial  institution  and  a  major 
Latin  American  borrower. 

It  is  their  extraordinary  performance 
into  which  our  philosophy  translates. 
Performance  which  makes  us  stand  out 
in  our  industry.  And  the  kind  of 


performance  which  helps  make  our 
clients  first  in  theirs. 


BankersTrust 
Company 

Worldwide 
An  international  banking  network  in 

over  35  countries. 
280  Park  Avenue,  New  York,  N.  Y.  10017 

Member  FDIC  ©  Bankers  Trust  Company- 


able  in  a  wide  range  of  prices. 

The  Tempo  gj ves  Ford  a  new  crack 
at  the  portion  of  the  market  where  it 
has  been  weakest.  If  overall  auto  sales 
rise  nicely,  as  many  analysts  expect, 
Ford  could  earn  around  $800  million 
next  year.  That's  $6.66  a  share,  if  the 
optimistic  predictions  hold  up. 

This  improvement  is  possible  be- 
cause the  company  has  dramatically 
lowered  its  break-even  point  without 
sacrificing  much  capacity.  "World- 
wide the  last  three  years  we  cut  al- 
most $3  billion  from  our  operating 
costs,"  says  Caldwell.  Ford  can  now 
break  even  at  around  2.5  million  vehi- 
cles, compared  with  around  3.5  mil- 
lion a  few  years  ago. 

Such  efficiencies  have  not  been 
achieved  without  pain:  About  30%  of 
the  North  American  salaried  staff  was 
let  go,  and  some  47,000  hourly  work- 
ers are  on  indefinite  layoff.  Others 
have  accepted  pay  freezes  and  benefit 
reductions  to  help  ease  their  employ- 
er's cash  strain. 

Since  1980  the  UAW  has 


"A  few  years  ago," 
one  plant  official 

says,  "we  wouldn't 
tell  the  union  our 

schedule  until  one 

week  in  advance." 


provement  since  1980.  Ford  claims  its 
quality  is  now  12%  better  than  GM's 
and  24%  better  than  Chrysler's.  Sig- 
nificantly, those  companies  have 
raised  no  strenuous  objection. 

Ford  officials,  however,  clam  up 
when  asked  for  the  comparable  num- 
bers vis-a-vis  foreign  competitors. 
They  will  say  only  that  the  company 
is  about  even  with  Datsun  and  Volks- 
wagen and  still  behind  Toyota,  but 
gaining.  Says  Richard  Wagner,  a  Con- 
necticut dealer  who  also  sells  Datsun 


been  helping  Ford  in  an- 
other  way,  by  cooperating 
in  an  "employee  involve- 
ment" program.  Workers 
have  been  meeting  with 
managers  in  small  discus- 
sion groups,  Japanese  style, 
to  solve  problems  and  offer 
suggestions.  (Not  coinci- 
dentally,  Ford  has  em- 
ployed W.  Edwards  Dem- 
ing,  an  expert  on  Japanese 
production  methods,  as  a 
consultant.)  Hundreds  of 
worker  suggestions  have 
been  incorporated  into 
Ford's  new  light  truck,  the 
Ranger,  in  the  Thunderbird 
and  in  the  Tempo. 

All  this  is  quite  a  change 
for  Ford,  which  for  years 
had  a  reputation  for  terrible 
labor  relations.  As  a  plant 
official  in  the  Midwest  re- 
calls, it  was  only  a  few 
years  ago  that  "we 
wouldn't  tell  the  union 
people  what  our  schedules 
were  until  one  week  in  ad- 
vance." Now  the  same 
plant  official  finds  his 
union  leaders  to  be  "pretty 
much  committed"  to  a  co- 
operative effort. 

Worker  involvement  has 
helped  Ford  achieve  a  re- 
markable improvement  in 
quality.  In  its  advertise 
ments,  Ford  cites  surveys 
showing  a  59%  quality  iin- 


and  Peugeot:  "The  Ranger  and  the 
Escort  are  the  finest  cars  I've  ever  seen 
from  Ford  Motor  Co.  They  are  very 
close  to  my  Datsuns  in  quality." 

Ford  is  also  marketing  aerodynam- 
ics. From  Caldwell  down,  Ford  offi- 
cials claim  they  have  captured  the 
lead  in  this  area,  and  outsiders  tend  to 
agree.  The  average  drag  coefficient  of 
Ford  cars  this  year  is  about  0.40,  vs. 
0.51  in  1977.  The  lower  this  measure 
of  wind  resistance,  the  better  the  fuel 
economy.  The  slickest  car  on  the 
road,  the  Audi  100,  scores  0.30.  Ford's 
new  Tempo  scores  0.36  in  a  two-door 
version,  0.37  in  four-door.  At  0.35,  the 
Thunderbird  does  even  better. 

Will  sleek  styling,  improved  qual- 
ity, a  flurry  of  new  products  and  an 
improved  economy  get  Ford  back  into 
the  black?  One  thing  is  certain:  The 
company  can't  depend  forever  on 
blunders  by  its  competitors.  GM  isn't 
known  for  repeating  its  mistakes. 
And  the  big  carmaker  has  the  capital 
to  keep  trying.  Chrysler,  meanwhile, 
is  doing  an  ever  more  im- 


Ford's  battered  finances 


the  profitable  middle-mar- 
ket segment,  where  Ford's 
success  is  essential. 

At  a  time  like  this,  man- 
agement stability  would  be 
an  asset.  Though  Phil  Cald- 
well has  been  chairman 
since  1980,  it's  widely  be- 
lieved that  Henry  Ford  II, 
67  and  still  chairman  of  the 
finance  committee,  can 
force  a  management  change 
whenever  he  wants.  The 
Ford  family  owns  40%  of 
the  voting  shares,  worth 
$500  million,  and  abrupt 
changes  of  top  executives 
have  been  a  tradition. 

With  Caldwell  scheduled 
to  retire  in  two  years,  spec- 
ulation lately  has  focused 
on  two  possible  succes- 
sors— President  Petersen 
and  Executive  Vice  Presi- 
dent Robert  Lutz,  who  is 
fresh  from  a  resounding 
success  in  Europe.  But  it's  a 
common  joke  around  De- 
troit that  Ford  is  full  of  ex- 
ecutives "who  were  ge- 
niuses in  Europe.  But  some- 
thing seems  to  happen  to 
their  brains  when  they 
cross  the  Atlantic." 

Chrysler   has  squeaked 
through  brilliantly.  GM  is 
Wm       moving  more  confidently 
^^ft    now.  For  1983,  all  eyes  are 
on  Ford.  ■ 
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Risk.  Can  you  afford  the  unexpected? 

Some  risks  can  leave  you  caught  short.  Unless  you're  prepared.  And  unless 
we're  there  to  help.  Designing  the  most  appropriate  programs  at  competitive 
rates.  Offering  sophisticated  alternatives  to  finance  risk.  And  lending  specialized 
expertise  to  reduce  or  prevent  risks.  No  matter  how  large  or  small. 

It's  the  kind  of  full-service  approach  to  business  insurance  1  .'vc  offered  our 
clients  for  over  75  years.  Wherever  in  the  world  they  do  business.  So,  contact  us. 
We'll  show  you  how  to  be  prepared  instead  of  being  surprised. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N.Y.  10005  ■  212-363-4100 


ONE  COMPANY  IS  HELPING 
TOMORROW  DAWN  TWICE  IN  THE  SAME  SKIES. 

THE  COMPANY  IS  GRUMMAN. 

In  wind  tunnels  and  on  test  stands,  new 
Grumman  aircraft  are  helping  move  the  future 
of  flight  into  the  present  in  two  different  ways. 

The  first,  called  Design  698,  will  take  off  and 
land  like  a  helicopter  and  fly  forward  with  the 
speed  of  a  plane.  With  two  turbofan  jet  engines 
and  nacelles  that  tilt  for  hover,  transition,  and 
conventional  flight,  it  will  be  able  to  operate  from 
postage-stamp  airfields  as  well  as  Navy  cruisers 
and  destroyers.  Now  that  five  thousand  hours  of 
wind  tunnel  testing — as  well  as  simulators  and 
radio-controlled  models — have  proved  the  validity7 
of  Grumman's  V/STOL  technology,  the  next  step 
is  a  manned  flight  demonstrator. 

With  Grumman's  leadership  reputation  in 
lightweight,  super-strong  composite  materials, 
we're  also  designing  and  testing  an  aircraft  with 
wings  that  sweep  forward  instead  of  back.  Known 
as  the  X-29A,  this  innovative  plane  will  do  a  lot 
more  than  demonstrate  a  broad  range  of  advanced 
technologies.  It  will  reduce  aerodynamic  drag, 
improve  fuel  efficiency  and,  with  its  lighter 
weight  and  greater  maneuverability,  will  reach 
a  new  plateau  for  high  performance  aircraft. 

Providing  tomorrow's  aircraft  with  capabili- 
ties like  these  requires  a  host  of  technologies, 
many  of  which  can  be  seen  in  the  tactical  aircraft 
Grumman  produces  today— the  F-14,  A-6E,  E-2C, 
EA-6B  and  EF-111.  So  whether  it's  keeping  today's 
aircraft  preeminent  or  making  tomorrow's  un- 
matched, we  have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 


CHEVROLET  CHPRICE. 
ORE  OF  THE  "TEH  BEST  CffltSr 
FORGG1  OR  DOmESTlC. 


Car  and  Driver  magazine  considered  all 
the  cars  you  could  buy  this  year,  foreign 
or  domestic.  Then  they  narrowed  them 
down  to  the  Ten  Best  Cars. 

Only  one  full-size  car  made  the  list. 

It  was  not  a  $30,000  import,  it  was  not 
a  $20,000  luxury  car. 

It  was  a  Chevrolet.  Our  1983  Chevrolet 
Caprice  Classic. 

Compare  Caprice  with  any  other  car, 
large  or  small,  foreign  or  domestic.  For 
the  six-passenger  room  you  want,  the 
comfort,  the  trunk  space,  the  ride,  the 


Car  and  Driver,  Jan.  '83 

quietness,  the  secure  feel  behind  the 
wheel. 

For  what  you  want  in  a  new  car.  And 
for  what  you're  asked  to  pay. 

We  think  you'll  agree  with  the  editors 
of  Car  and  Driver.  And  with  the  millions 
of  owners  who,  for  the  past  12  years, 
have  made  Chevrolet  the  best-selling 
full-size  car. 

You  can  spend  more. 
The  question  is,  why? 

Find  out  for  yourself.  At  your 
Chevrolet  dealer's. 


The  Up  &  Comers 


Timberland  has  turned  work  boots  into 
high-quality  footwear  that  is  selling  at  Saks. 


Betting 
the  company 


By  Stanley  W.  Angrist 


•  Timberland 's  Sidney  and  Herman  Swartz 
Government-issue  grace  with  a  Fifth  Avenue  price  tag. 


H-  erman  Swartz,  55;  and  his 
brother,  Sidney,  47,  had  a  leg  up 
i  in  the  boot  business.  Not  hav- 
ing attended  graduate  business 
schools,  they  did  not  know  that  you 
never,  but  never,  risk  your  corporate 
existence  on  a  single  product.  But 
that's  what  the  Swartz  brothers  did, 
although  they  will  not  admit  it  in  so 
many  words.  The  gamble  they  took 
has  turned  old  Abington  Shoe,  a 
down-at-the-heels  maker  of  men's 
shoes,  into  Timberland,  producer  of  a 
tough  and  durable  work  boot  that, 
despite  its  government-issue  grace 
and  elegance,  has  clodhopped  its  way 
into  the  consciousness  of  outdoors- 
men  around  the  country. 

Timberland,  in  Newmarket,  N.H., 
will  sell  about  1.8  million  pairs  of 
boots  this  year  for  $70  million,  of 
which  the  company  will  keep,  before 
taxes,  $9  million  or  $10  million.  In 
the  early  1970s  Timberland  (then  Ab- 
ington) was  selling  400,000  pairs  of 
shoes  a  year,  and  the  Swartzes  were 
happy  when  they  earned  a  dime  a  pair. 

Nathan  Swartz,  their  father,  bought 
Abington  Shoe  in  1955.  His  then- 
youngish  sons  joined  the  firm  the 
same  year.  Even  then,  making  shoes 
by  hand-stitching  soles  to  uppers  was 
becoming  expensive.  The  art  of 
stitching  was  dying  along  with  the 
stitchers  themselves.  Joining  soles 
with  uppers  by  injection  molding,  a 
process  that  binds  the  parts  together 
without  stitching,  was  cheaper,  but  it 
also  produced  low-quality  shoes.  The 
Swartzes  chose  to  switch  to  injection 
molding.  But  they  discovered  that 
there  was  no  reason  injection  molding 
had  to  produce  cheap  footwear. 

About  the  same  time,  the  Swartzes 
happened  on  an  insulated  and  water- 
proof boot,  made  in  Canada  and  dis- 
tributed in  the  U.S.  by  Dunham,  an- 
other old  shoemaker,  in  Brattleboro, 
Vt.  The  Swartzes  liked  the  boot,  and 
decided  that  they  could  make  one  like 
it  but  better,  with  injection  molding 
of  especially  high-quality  materials. 
The  Swartzes  persuaded  Goodyear  to 
make  a  new  synthetic  sole  material  of 
exceptional  durability.  Their  father,  a 
Russian  immigrant  who  had  started 
in  the  U.S.  as  a  stitcher,  came  out  of 
retirement  to  design  the  boot.  They 
set  about  manufacturing  it  by  injec- 
tion molding,  a  process  that  squirts  a 
rubberlike  compound  into  a  mold  for 
a  sole  that  chemically  bonds  itself  to 
the  leather  upper. 
The  first  few  Timberland  boots 
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were  made  in  1973,  and  in  1974  the 
firm  produced  5,000  pairs.  The  boots 
were  an  instant  success.  Stores  such 
as  Bloomingdale's,  Saks,  Lord  &  Tay- 
lor and  Bergdorf  Goodman  ordered 
Timberlands.  By  1975  production  had 
risen  to  25,000  pairs.  This  year's  1.8 
million  pairs  will  retail  for  $70  or  $80 
each.  The  boots  hardly  appeal  to  the 
price-conscious,  but  their  durability 
sells.  Timberland,  meanwhile,  has  ex- 
ploited its  brand  with  a  line  of  boat 
shoes,  which  competes  with  Stride 
Rite's  popular  Top-Sider,  and  a  line  of 
hand-sewn  moccasins.  Unit  sales  of 
the  new  lines  should  equal  or  exceed 


Timberland's  boot  sales  this  year. 

Herman  and  Sidney  give  full  credit 
to  Len  Kanzer,  president  of  Marvin  & 
Leonard  Advertising  Co.,  Boston,  for 
the  idea  of  marketing  the  Timberland 
Boot  as  a  fashion  item.  For  a  company 
that  had  invested  practically  nothing 
in  advertising  and  had  sold  its  unla- 
beled products  to  Army-Navy  stores, 
the  idea  was  radical.  But  the  brothers 
wound  up  buying  advertising  in  the 
New  Yorker  magazine.  In  conceding 
their  unlabeled  business  to  even 
cheaper  imports  from  Taiwan  and 
elsewhere,  and  in  financing  produc- 
tion of  their  new  brand,  the  brothers 


put  the  future  of  the  company  on  the 
line,  and  won. 

Timberland's  success  has  changed 
the  company.  It  has  not  much 
changed  the  Swartzes.  The  brothers 
commute  every  day  from  Boston  in  a 
Mercedes  instead  of  their  old  Plym- 
outh, but  they  still  live  in  their  same 
suburban  homes  and  tuck  part  of  their 
pay  away  in  savings.  "Once  you  have 
achieved  a  reasonable  standard  of  liv- 
ing and  met  your  financial  needs," 
Herman  says,  "making  your  business 
grow  becomes  a  little  bit  of  an  ego 
trip.  And  we  wanted  to  make  a  better 
boot  than  anyone  else."  ■ 


The  Up  &  Comers 


Psych  Systems  has  an  unusual  product  in 
psychological  testing.  And  its  president 
seems  to  have  enough  self-knowledge  to 
know  when  to  step  down. 

"We've  taken  our 
own  tests" 


By  Pamela  Sherrid 


Tliis  is  an  overcon trolled  and  rigid  per- 
son who  .  .  .  does  not  like  to  display 
emotion.  He  suffers  from  tendencies 
toward  excessive  self -blame,  self-pity,  wor- 
ry and  demandingness.  Preferred  defense 
mechanisms  are  intellectiudization,  pro- 
jection and  reaction  formation. 

Psycho-babble  like  this  is  common 
these  days.  But  there's  something  spe- 
cial about  this  diagnosis.  A  computer 
made  it.  Psych  Systems,  Inc.,  a  small 
Baltimore  company  that  is  growing 
fast  by  hooking  psychiatrists  and  psy- 
chologists on  the  wonders  of  integrat- 
ed circuits,  wrote  the  program.  Psych 
Systems'  sales  more  than  doubled  last 
year,  to  $4.3  million,  and  profits  near- 


Jerome  Cardin,  Jerome  Coller  and  Kenneth  Hansen  of  Psych  Systems 

Boohing  psychiatrists  and  psychologists  on  the  wonders  of  integrated  circuits. 
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ly  tripled,  to  $171,000. 

James  Johnson,  a  research  psycholo- 
gist, and  Kenneth  Hansen,  a  systems 
analyst,  developed  their  product  in 
the  mid-1970s  while  working  at  the 
University  of  Utah.  They  designed  an 
on-line  computer  system  to  adminis- 
ter, score  and  interpret  psychological 
tests.  But  the  two  founders  failed  to 
keep  control  of  their  baby.  Their  origi- 
nal idea  was  to  franchise,  and  when 
that  proved  unfeasible,  they  tried  to 
sell  the  system  outright.  By  1978  they 
had  run  out  of  cash. 

A  friend  of  a  friend  introduced  them 
to  Jerome  Coller,  57,  a  physician,  and 
Jerome  Cardin,  57,  a  lawyer.  Coller 
and  Cardin,  buddies  since  elementary 
school,  came  through  with  a  mere 
$50,000  in  initial  venture  capital  and 
ended  up  with  a  big  chunk  of  the 
equity  in  Psych  Systems.  Hansen  and 
Johnson  now  own  only  8.1%  each  of 
the  stock,  which  was  offered  to  the 
public  in  September  at  $5  a  share  and 
since  has  risen,  to  just  over  13. 

"We  were  pretty  naive  then,"  says 
Hansen,  now  executive  vice  presi- 
dent, who  today  thinks  he  could  have 
swung  a  much  better  deal. 

Still,  it's  better  to  own  8.1%  of 
something  than  100%  of  nothing,  and 
Psych  Systems  has  become  some- 
thing. It  sells  Digital  Equipment 
minicomputers  and  its  own  applica- 
tion software  to  give  a  battery  of  psy- 
chological tests:  from  a  scale  that 
measures  depression,  and  thus  the 
likelihood  of  a  suicide  try,  to  career 
assessment  (Is  John  best  suited  to  be- 
come an  airline  pilot  or  a  forest  ran- 
ger). The  patient  described  above  sat 
at  a  computer  terminal  and  answered 
"true"  or  "false"  to  550  statements 
flashed  one  by  one  onto  the  screen.  In 
minutes,  a  seven-page  report  on  his 
personality  was  ready  for  his  psychia- 
trist or  psychologist. 

That  speed  has  encouraged  the  en- 
trepreneurial ambitions  of  mental- 
health  professionals.  Until  Psych  Sys- 
tems started  selling  its  products  in 
1979,  psychologists  mostly  gave  tests 
by  pencil  and  paper  and  either  scored 
them  themselves  or  mailed  them  to 
an  optical-scanning  outfit  to  be  grad- 
ed and  interpreted — a  two-week  pro- 
cess. Now,  after  buying  a  Psych  Sys- 
tems package  for  between  $20,000 
and  $62,000,  psychologists  can  offer 
testing  services  in  their  own  offices. 
Some  are  selling  computer  services  to 
less  venturesome  colleagues  via  re- 
mote terminals.  Quicker  diagnosis 
also  means,  presumably,  that  patients 
are  getting  help  more  quickly,  most 
important  for  those  whose  problems 
can  be  alleviated  by  drugs. 

Coller,  a  graying  man  who  turns  on 


and  off  rather  abruptly  an  affable  doc- 
torly  manner,  has  been  guiding  the 
company  as  president  and  chief  ex- 
ecutive since  1978.  He  has  lots  on  his 
mind.  He  still  tends  his  practice  in 
internal  medicine,  in  the  same  build- 
ing as  Psych  Systems. 

Psych  Systems  has  room  to  grow  in 
a  market  of  120,000  clinical  psycholo- 
gists and  psychiatrists.  But  Coller  is 
directing  his  small  research  and  de- 
velopment staff  of  four  psychologists 
and  seven  programmers  toward  the 
much  larger  industrial  market:  tests 
of  the  accuracy  of  secretaries,  the  hon- 
esty of  bank  employees  and  the  men- 
tal stability  of  workers  in  nuclear 
plants.  Psych  Systems  also  plans  to 
sell  programs  for  use  on  personal  com- 
puters. Psychologists  who  buy  soft- 
ware alone  will  have  to  pay  larger 
royalties  than  those  who  buy  the 
hardware  package.  Today  royalty  fees, 
however,  account  for  only  a  tiny  per- 
centage of  the  company's  revenues, 
but  the  fee  income  will  grow. 

Competition  does  loom.  National 
Computer  Systems,  a  leading  scorer 
of  pencil-and-paper  tests,  has  recently 
acquired  a  tiny  firm  with  the  same 
sort  of  interactive  testing  capabilities 


EVEN  IN  A  LATE-NIGHT  Storm, 
when  it  is  hard  to  see  beyond 
the  windshield,  the  sign  on 
eastbound  Interstate  94  in  Detroit  is 
visible  almost  a  half-mile  away.  The 
sign  keeps  a  running  tab  on  the  num- 
bers of  cars  produced  by  the  city's 
automakers.  In  recent  years,  with  im- 
ports, the  recession  and  high  prices, 
that  count  has  grown,  but  slowly. 

While  GM  and  Ford  suffered,  one  of 
their  suppliers,  Newcor,  Inc.,  set  rec- 
ords. In  the  last  five  years  the  small 
($68  million  sales)  designer  and  man- 
ufacturer of  special-purpose  machin- 


as  Psych  Systems'.  That's  a  big  threat. 
NCS  also  happens  to  license  to  Psych 
Systems  its  most  popular  personality 
test,  and  that  arrangement  expires  at 
the  end  of  this  year.  Psych  Systems  is 
developing  its  own  personality  test, 
but  if  NCS  refuses  to  renew  the  li- 
cense, "it  could  be  a  problem,"  Coller 
admits. 

Luckily  for  Psych  Systems,  Coller 
realizes  he  can't  meet  these  threats 
and  challenges  to  a  healthy  growing 
company  while  also  ministering  to 
his  own  patients.  He  is  interviewing 
candidates  to  take  over  the  chief  ex- 
ecutive's job.  And  he's  willing  to  give 
away  some  equity  as  an  inducement. 
"I'm  looking  for  someone  who  has 
fast-tracked  a  company  before," 
Coller  says.  "We  have  the  best  psy- 
chologists and  programmers.  Why  not 
get  the  best  business  person?" 

An  admirable  sentiment.  But  not 
everyone  who  has  had  a  taste  of  suc- 
cess running  an  up-and-coming  com- 
pany would  be  willing  to  let  go  of  the 
power.  "It's  not  so  much  humility  as 
common  sense,"  Coller  says.  "We've 
taken  our  own  tests.  We  all  have  limi- 
tations, and  we're  fortunate  enough  to 
recognize  them." 


ery  has  averaged  a  21.7%  return  on 
equity  on  modest  debt.  During  that 
time  it  had  a  compound  earnings 
growth  rate  of  35%. 

Detroit's  troubles  actually  created 
Newcor's  success.  But  now  that  auto- 
makers are  showing  life,  Newcor 
faces  challenges  of  its  own. 

The  tale  begins  about  four  years 
ago,  when  Newcor  Chairman  Frank  L. 
Gofrank  and  his  top  executives  hud- 
dled in  their  Troy,  Mich,  headquarters 
and  plotted  Newcor's  future.  "You 
could  see  that  the  carmakers  would 
have  to  make  their  cars  smaller  and 


The  Up  &  Comers 

Here's  a  Detroit  auto  industry  supplier  that 
has  weathered  the  recession  in  fine  shape. 
But  the  toughest  test  is  yet  to  come. 

"We  had  three 
years  to  get  our 
house  in  order11 
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Introducing 
the  Georgia 
Space  line. 

Tell  tts  your  corporate  space  needs 
and  we'll  tell  you  what's  available. 


CODE  404  656-3575 


1  

■iiiiiiiiiii 

M  in  TT1 
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When  you're  moving  to  the  fastest  growing 
region  in  the  U.S.A.,  you  can  save  time  and 
money  by  using  the  Georgia  Space  Line. 

One  call  tells  you  about  Georgia's  inventory 
of  available  manufacturing,  distribution /ware- 
house facilities  and  office  buildings  at  rates 
you'll  find  attractive.  We'll  match  your  require- 
ments to  the  selection  of  available  buildings 
in  urban,  suburban  or  rural  communities. 

To  get  down  to  business  immediately  in  the 
Southeast,  call  Milt  Folds,  Commissioner; 
Georgia  Department  of  Industry  and  Trade  at 
(404)  656-3575.  Or  write  us  at  P.O.  Box  1776, 
Dept.  FB-33 ;  Atlanta,  Georgia;  30301 . 

Nobody  treats  business  better. 


take  weight  off  to  get  mileage  up,"  he 
says.  "That  meant  there  would  be 
plenty  of  work  for  us.  But  we  realized 
jobs  like  this  would  not  keep  coming. 
Once  the  cars  got  smaller,  there 
wouldn't  be  that  much  more  we  could 
do,  and  we  would  be  without  work. 
We  figured  we  had  three  years  to  get 
our  house  in  order  and  line  up  new 
work." 

Newcor  decided  to  apply  its  auto- 
motive skills  to  other  businesses. 
Growing  up  in  Detroit,  it  had  accu- 
mulated industrial  design  and  engi- 
neering expertise  that  Gofrank  was 
sure  the  company  could  capitalize  on, 
fulfilling  his  vision  of  the  future.  Go- 
frank,  who  had  been  a  partner  with 
Coopers  &  Lybrand,  Newcor's  audi- 
tor, left  the  Big  Eight  accounting  firm 
in  1969.  Soon  after,  he  was  running 
Wilson  Automation,  a  maker  of  auto- 
mation equipment  for  metalworking 
industries.  Wilson  is  now  a  Newcor 
division.  "If  America  is  going  to  sur- 
vive as  a  manufacturer,  it  will  have  to 
automate,"  he  says.  "And  designing 
and  building  systems  to  let  manufac- 
turers automate  is  something  we 


"Once  the  cars  got  smaller, 
there  wouldn't  be  that  much 
more  we  could  do,  and  we 
would  be  without  work," 
Gofrank  recalls. 


know  how  to  do." 

So  Newcor  started  to  diversify. 
Eonic  Inc.,  the  world's  leading  maker 
of  cams  and  camshafts,  was  acquired 
to  help  Newcor  move  into  aerospace 
and  defense.  Indocomp,  a  maker  of 
industrial  computers,  was  also  ac- 
quired. The  acquisitions,  which  at 
one  point  increased  Newcor's  debt-to- 
equity  ratio  to  25%  from  only  5% — it 
now  stands  at  14.5% — have  paid  off. 
Automotive  sales  are  steadily  ac- 
counting for  less  of  the  company's 
volume,  and  last  year  brought  in  only 
half  of  revenues. 

Still,  Newcor  is  running  uphill. 
"We  are  waiting  to  hear  on  two  jobs  of 
$10  million  each.  With  the  recession, 
everything  has  been  on  hold,"  Go- 
frank says. 

With  a  slowdown  in  auto  industry 
business,  too,  Newcor's  earnings 
should  be  flat  in  1983.  Fiscal  first- 
quarter  results  showed  earnings  of 
$428,000  on  sales  of  $18  million, 
compared  with  $820,000  on  first- 
quarter  sales  of  $14  million  a  year  ago. 
The  real  test  of  the  transition  will 
come  next  year.  Gofrank  thinks  he 
already  knows  the  outcome.  He  says, 
"We  should  do  well." — Paul  B.  Brown 
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As  if  losses,  debt  and  cash  shortages  weren 't 
enough,  Quickprint,  Inc.  s  own  franchisees 
are  suing  it  for  fraud.  CEO  Al  Lapin  is 
discovering  what  happens  .  .  . 


When  love  is  gone 


stores  have  banded  together  to  sue  the 
parent  company. 

Specifically,  the  franchisees  assert, 
Quickprint  took  kickbacks  from  sup- 
pliers of  printing  equipment  that  the 
franchisees  were  forced  to  purchase. 
Those  charges  stem  mainly  from  the 
years  before  Lapin  bought  Quickprint, 
in  1981.  But  the  franchisees  also  al- 
lege that  under  Lapin,  Quickprint 
failed  to  deliver  promised  marketing 
assistance.  Quickprint  will  deny  all 
charges  in  three  separate  suits  in  fed- 
eral court  in  Ohio.  A  judge  has  ruled 
that  two  suits  should  go  to  arbitra- 
tion. The  franchisees  are  appealing 
that  ruling.  The  end  is  nowhere  in 


By  Barbara  Rudolph 


IN  THE  FRANCHISE  BUSINESS  the 
tired  old  refrain  "our  people  are 
our  greatest  asset"  amounts  to  a 
declaration  of  love.  The  relationship 
between  the  franchisees  and  franchi- 
sor is  the  essence  of  the  enterprise. 
When  the  relationship  crumbles,  the 
greatest  asset  becomes  the  greatest 
liability. 

Al  Lapin  Jr.,  55,  chairman  and  CEO 
of  Quickprint,  Inc.  (Forbes,  Dec.  6, 
1982),  a  franchisor  of  525  instant- 
printing  stores,  may  be  learning  the 
lesson  the  hard  way.  Some  49  franchi- 
sees of  his  Big  Red  Q  Quickprint 


Quickprint's  Al  Lapin  Jr. 

The  business  equivalent  of  a  nasty  divorce. 


sight.  It  seems  the  business  equiv- 
alent of  a  nasty  divorce. 

The  suits  make  up  only  part  of  La- 
pin's  problems.  He  faces  a  severe  cash 
shortage.  The  company  lost  $813,000 
on  sales  of  $3.5  million  for  the  six 
months  ended  last  December,  against 
a  loss  of  $328,000  on  sales  of  $3.5 
million  in  the  comparable  six  months 
of  1981.  That  prompted  his  creditors 
to  extend  the  repayment  on  Lapin's 
unsecured  and  considerable  debt.  La- 
pin says  he  has  $4.2  million  in  current 
liabilities,  in  addition  to  $2  million  in 
long-term  debt  and  $  1 .3  million  in  off- 
balance-sheet  financing. 

Some  of  that  liability  stems  from 
the  49  franchisees'  refusal  to  pay  roy- 
alties (5%  of  gross  revenues)  while 
their  lawsuits  are  pending.  Other 
franchisees  are  withholding  pay- 
ments, too.  Some  $300,000  in  royal- 
ties is  now  overdue,  says  Lapin. 

Lapin  misjudged  the  depth  of  the 
recession  and,  his  critics  claim,  spent 
too  much  money  hustling  new  fran- 
chises. Lapin  isn't  even  trying  to  sell 
new  franchises  now.  Even  if  he  does 
come  out  with  his  company  intact — 
and  that  is  anyone's  guess  at  this 
point — it  remains  to  be  seen  if  Lapin 
can  rebuild  a  working  relationship 
with  his  remaining  franchisees. 

For  the  moment,  he  doesn't  seem 
inclined  to  do  so.  "These  mom-and- 
pop  outfits,"  he  begins,  "they  sit  on 
the  corner  of  X  and  Y,  and  they  learn 
the  instant-print  business.  And  they 
get  the  customers.  And  then  they  fig- 
ure, 'Hey,  I  don't  need  Big  Red  Q  any- 
more.' "  Of  course,  the  bur- 
den is  on  Lapin  to  convince 
his  franchisees  that  they  do 
need  Big  Daddy.  In  a  cooler 
moment,  he  acknowledges 
that.  "We  have  to  make  the 
Quickprint  name  valuable 
enough  so  it's  worth  the 
franchisees'  while  to  stay," 
he  says.  "The  problem  is  ge- 
neric to  the  business." 

Behind  the  litigants'  accu- 
sations of  fraud  and  kick- 
backs, there  is  the  refrain  of 
every  small  franchisee — a  cry 
that  Lapin  must  heed:  Teach 
me  the  business.  Advise  me. 
Hold  my  hand,  I'm  a  stranger 
in  Businessland. 

Says  Richard  Arnold,  34, 
former  schoolteacher  and  a 
Cincinnati  franchisee  who  is 
a  party  in  the  suit  against 
Quickprint:  "There  was  a 
time  when  I  would  have  tat- 
tooed a  big  red  'Q'  on  my 
butt.  We  just  wanted  a  pat  on 
the  head.  All  they  had  to  do 
was  stroke  us."  ■ 
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Forbes  readers. 


iuccessful  investing  is  often  based  on  careful  analysis  of  the  information  contained 
i  company  annual  reports.  The  knowledge  gained  from  a  close  examination  of  a 
ompany's  recent  record  of  performance  as  well  as  its  future  goals  provides  the 
•asis  for  sound,  intelligent  decisions. 

his  special  Forbes  Annual  Report  advertising  section  makes  it  convenient  for  you  to 
btain  as  many  of  these  reports  as  are  of  interest  to  you  without  obligation.  Simply 
ircle  the  numbers  of  those  companies  that  interest  you  on  the  postpaid  card  pro- 
ided.  Forbes  will  process  all  requests  and  forward  them  directly  to  the  companies 
nvolved,  who  will  send  you  their  annual  reports.  Please  allow  a  reasonable  amount 
f  time  for  processing. 


ADAC  Laboratories 

AD  AC  Laboratories,  one  of  today's  most 
rapidly  growing  providers  of  comput- 
erized medical  imaging  equipment  with 
average  growth  in  revenues  and  earnings 
in  excess  of  65%  annually  since  1977,  re- 
ported 1982  revenues  of  $52.9  million,  up 
130%  from  1981;  earnings  were  $5.3  mil- 
lion. ADAC  develops,  manufactures, 
sells  and  services  systems  for  nuclear 
medicine,  digital  radiography,  and  radia- 
tion therapy  planning.  (OTC-ADAC) 


AMP  Incorporated 

Over  15%  compound  annual  growth  rate 
in  sales,  earnings  &  dividends  for  31 


years. 

Sales  (Mil] 

EPS 

Div. 

1982 

$1,234 

$3.31 

$1.40 

1981 

1,234 

3.75 

1.20 

1980 

1,155 

3.44 

1.00 

1970 

226 

67c 

7c 

Steady  Growth — through  new  products. 
Sales  up  all  but  3  of  41  years.  Nearly  %  of 
sales  electronics-oriented.  Broad  Diversi- 
fication— World's  leading  producer  of  electrical/electronic  connec- 
tion and  switching  devices — 75,000  types  and  sizes,  85,000  custom- 
ers (manufacturers,  distributors,  retailers,  utilities,  transportation 
field,  etc.)  Subsidiaries  in  25  countries  (AMP-N.Y.S.E.). 


AMCA 
INTERNATIONAL 
LIMITED 


AMCA  International 

In  1982 — despite  the  recession — 
AMCA's  revenues  of  $1.5  billion  and  net 
operating  income  of  $47.1  million  were 
the  second  highest  in  our  history. 
AMCA's  roots  are  in  bridge  building.  We 
began  life  101  years  ago  as  Dominion 
Bridge  Company.  Today,  AMCA  Interna- 
tional is  a  worldwide  producer  of  a  broad 
range  of  industrial  products,  construction 
equipment,  engineering  and  construction 
services,  and  machine  tools. 


Alexander  & 
Baldwin,  Inc. 

Alexander  &  Baldwin,  Inc.,  net  income 
rose  65  percent  in  1982  to  $40  million,  or 
$4.36  a  share,  on  revenues  of  $398  mil- 
lion. Improved  results  expected  in  1983. 
Sugar  operations  returned  to  profitability. 
Matson  subsidiary  produced  another 
strong  performance.  A&.B  has  paid  cash 
dividends  in  every  quarter  since  1903, 
and  paid  out  $1.80  a  share  in  1982. 


ADVERTISEMENT  1 


Allis-Chalmers 
▲  Corporation 

Allis-Chalmers  is  committed  to  added 
^f**  .  customer  value  as  a  specialized  technol- 

ogy  company  helping  the  world  meet 
^  ^Bk.  changing  needs  for  energy,  food,  water, 

clean  air  and  minerals.  The  Annual  Re- 
.^■■hM         port  describes  the  progress  of  ongoing 
^^^^^^^^  strategies  of  asset  management,  oper- 

ALLIS-CHALMERS      ational  resizing  and  concentration  of  re- 
sources on  specialized  technologies  in  a 
balanced  effort  to  capitalize  on  profitable 
long-term  growth  potential. 


American  Medical 
International 

AMI  owns,  manages  and  develops  hi 
tals  and  provides  health  care  serv, 
throughout  the  world.  Increased  utii 
tion  of  AMI  facilities  and  service| 
suited  in  record  earnings  of  $78.8  mil 
or  $1.67  per  share  on  revenues  of  $1. 
lion  in  Fiscal  1983.  Continued  stroni 
ternal  growth  and  the  addition  of 
facilities  should  result  in  further  earrj 
gains  of  20-25  percent  over  the  next 
years. 


American  Brands,  Inc. 

American  Brands  is  a  group  of  related 
packaged  goods  and  service  companies. 
Lines  include  Carlton,  Lucky  Strike  and 
Pall  Mall  cigarettes,  Jim  Beam  bourbon, 
Master  Locks,  Sunshine  biscuits,  Titleist 
golf  balls  and  Swingline  staplers.  In  ser- 
vices, the  company  owns  Franklin  Life 
Insurance  and  Pinkerton's.  1982  sales 
were  $6.5  billion  and  net  income  was 
$6.55  per  common  share. 


Amfac,  Inc. 


Amfac,  a  diversified  NYSE-listed 
pany  with  operations  in  wholesale 
tnbution,  food  processing,  hotels  an) 
sorts,  Hawaii  land  and  sugar,  horticuj 
and  retail,  had  revenues  of  $2.2  billid 
1983.  Amfac  is  oriented  toward  grow 
activities  promising  above-averagi 
turns,  has  an  unbroken  history  of 
dend  payments  since  1918,  and  a 
mitment  to  grow  shareholder  investr 
over  time. 


American  Business 
Products,  Inc. 

American  Business  Products,  Inc.,  which 
recently  announced  its  entry  into  the 
market  for  small  business  computers  and 
software,  is  one  of  the  nation's  leading 
producers  of  printed  business  supplies. 
The  company  had  record  sales  of  $222.6 
million  in  1982,  representing  the  44th 
consecutive  year  of  sales  increases.  Dur- 
ing the  last  decade,  sales  and  net  income 
have  increased  at  a  compounded  annual 
growth  rate  of  about  15%.  Dividends  have  been  increased  for  26  con- 
secutive years.  NYSE:  ABP 


^^^^^^^^ 


ii  .inn  >  timv    I?*  J  " 


Avery  International 

Avery  International  achieved  re| 
operating  results  in  the  fiscal  year  ei 
November  30,  1982.  Net  income  roi 
$26.8  million,  or  $2.98  per  share,  oil 
sales  of  $712.2  million.  Avery  is  a  lea 
worldwide  manufacturer  of  self-adhi 
labels,  pressure-sensitive  tapes  and 
materials,  labeling  systems  and  a 
products.  (NYSE:  AVY) 


rfERICAN 

■NERAL 

KlPORATfOf 


American  General 
Corporation 

The  nation's  4th  largest  shareholder- 
owned  insurance  and  diversified  finan- 
cial services  company  operates  through 
three  business  divisions:  life  and  health 
insurance,  property-liability  insurance 
and  other  financial  services.  1982  marked 
the  seventh  consecutive  year  in  which 
American  General  reported  new  highs  in 
operating  results.  Earnings  from  opera- 
tions totaled  $202.7  million,  or  $7.24  per 
share,  up  from  $6.54  per  share  the  previous  year.  NYSE:  AGC 
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Baldor  Electric  Compa 

Despite  a  down  year  (1982  sales  off 
Baldor,  a  leading  marketer  of  ene 
efficient  industrial  electric  motors 
creased  its  market  share,  introdt 
many  new  products  from  increased! 
phasis  on  research  and  development 
proved  productivity  and  product  qu 
via  major  capital  spending,  rema 
financially  strong,  developed  a 
Super-E  premium  efficiency  line  t 
introduced  in  1983.  Future  prosj 
look  excellent. 
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BancTEXAS  Group  Inc. 


BancTEXAS  Group  Inc.  is  a  $1.8  billion 
Texas  bank  holding  company  with  13 
member  banks  in  the  Dallas,  Houston, 
and  Tyler  areas.  BancTEXAS  Dallas  N.A. 
is  the  flagship  bank.  Performance  ratios 
for  the  year  ended  December  31,  1982,  in- 
clude return  on  assets  of  1.09%  and  re- 
turn on  equity  of  16.72%.  BTX  manage- 
ment places  a  premium  on  profitable 
growth,  both  through  internal  expansion 
and  acquisition,  and  through  investment 
he  company's  resources  in  assets  of  sound  quality.  BTX's  cora- 
i  stock  is  traded  on  the  NYSE. 
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Brush  Wellman  Inc. 

Brush  Wellman  is  a  leader  in  beryllium 
technology  and  the  world's  foremost  pro- 
ducer of  beryllium  in  its  alloy,  metallic 
and  ceramic  forms.  The  Company  is  also 
a  leading  manufacturer  of  specialty  clad 
metals.  In  addition,  high  energy  friction 
materials  and  related  products  are  pro- 
duced for  use  in  heavy-duty  equipment 
and  vehicle  applications.  The  Company 
has  a  five-year  compound  growth  rate  of 
19  percent  in  dividends  and  earnings  from 
continuing  operations. 
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BANK    OF  MONTRE/ 


Bank  of  Montreal 


$1.96 
|;ars. 
jianges 


Bank  of  Montreal,  a  major  international 
bank  with  assets  of  $62  billion,  has  over 
1200  computer-linked  Canadian  branch- 
es and  operates  in  key  financial  mar- 
kets in  20  other  countries.  Net  income 
has  increased  by  1 7.8%  annually  over  the 
past  5  years,  although  1982  net  income  of 
$257  million  reflected  poor  economic 
conditions.  1983  first  quarter  net  income 
improved  over  the  first  and  fourth  quar- 
ters of  1982.  1982  common  dividend 
per  share,  an  annual  growth  rate  of  14.7%  over  the  past 
Listed  on  major  Canadian  and  London,  England 


Bucyrus-Erie  Company 

Bucyrus-Erie  Company  achieved  record 
shipments  of  $687.3  million  in  1982,  a 
38.5%  increase  over  198 l's  volume  of 
$496.4  million.  Higher  volume  was  due 
to  Western  Gear  Corporation,  acquired 
by  the  Company  in  September,  1981,  and 
increased  mining  machinery  export  ship- 
ments. Net  earnings  were  $25.7  million 
($1.26  per  share). 
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Bayly  Corp. 


Established  in  1898,  Bayly  is  carving  a 
new  niche  in  the  world  of  ready-to-wear 
fashion.  Its  current  line  offers  pants, 
jeans,  casual  slacks  and  shorts  in  various 
hues,  textures,  and  materials  for  men  and 
women,  and  girls  and  boys.  The  company 
has  developed  its  own  distinctive  brands 
and  is  a  licensee  of  a  very  successful  brand 
of  sportsv/ear,  Ocean  Pacific  (OP). 


* 

CP  NATIONAL  CORPORATION 
*         *  * 

* 

* 

* 

* 

* 
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CP  National  Corporation 

CP  National  Corporation  is  a  diversified 
communications  and  energy  service 
company,  providing  telephone,  gas,  elec- 
tric and  water  utility  services  in  various 
areas  throughout  the  Western  United 
States,  and  emerging  as  an  industry 
innovator  by  providing  various  unregu- 
lated services,  both  communications  and 
energy  related.  CP  National  is  growth- 
oriented  with  a  concern  for  people  and  a 
commitment  to  service  and  profitability. 
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Blue  Ridge 

Real  Estate  Company 

Blue  Ridge/Big  Boulder  (OTC)  owns 
30,000  acres  in  eastern  Pennsylvania, 
principally  the  Pocono  Mountains,  util- 
ized for  recreational  purposes  and  natu- 
ral resource  exploration.  At  Jack  Frost 
Mountain  and  Big  Boulder  ski  areas  re- 
sort homes  are  being  constructed  in  a 
transition  to  destination  resort  status. 
Also  owned  are  two  office  buildings  in 
Lehigh  Valley  and  an  office  park  in  subur- 
ban Philadelphia. 
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CSX  Corporation 

America's  leading  transportation  and 
natural  resource  company,  with  $8.1- 
billion  in  assets,  recorded  its  second  best 
year  in  1982,  posting  earnings  of  $8.10 
per  share.  CSX  railroads  link  22  eastern 
and  southern  states  and  are  the  world's 
largest  haulers  of  coal  and  phosphates. 
CSX  is  positioned  to  participate  fully  in 
the  anticipated  economic  upturn.  Addi- 
tional holdings  include  coal,  oil,  natural 
gas,  aviation,  land  development,  timber 
and  resort  properties. 
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Central  Reserve  Life 
Corporation 

Central  Reserve  Life,  the  "Preferred 
Company,"  has  refined  innovative  insur- 
ance products  which  offer  maximum 
coverage  at  minimum  cost  to  preferred 
risk  groups.  Since  1976,  CRL  has  had  an 
unbroken  record  of  increased  income  and 
premiums  created  by  unique  growth 
strategies.  Highlighting  1982  was  the 
introduction  of  another  exclusive  CRL 
product,  the  Keystone  Trust,  which 


pools  favorable  and  preferred  risks  for  rate  renewal. 
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Coachmen  Industries, 
Inc. 

Coachmen  Industries,  Inc.  is  a  leadj 
manufacturer  of  recreational  vehic 
with  important  interests  in  manuf 
tured  housing.  Sales  were  $263  milliorj 
1982  and  earnings  were  $1.60  per  sh 
compared  to  $.58  in  1981.  The  improl 
outlook  for  fuel  availability  and  mter| 
rates  have  significantly  enhanced  pn 
pects  for  the  future. 


Chesebrough-Pond's 
Inc. 


Chesebrough-Pond's  met  the  challenge  of 
a  difficult  economic  environment  and 
achieved  its  27th  consecutive  year  of  rec- 
ord sales  and  profits  in  1982.  Leading 
brand  names  for  this  diversified  world- 
wide marketer  of  consumer  products  for 
the  family  (1982  sales:  $1.62  billion)  in- 
clude: Ragu,  Health-tex,  Prince,  Bass, 
Weejuns,  Pond's,  Adolph's,  Vaseline, 
Cutex,  Intensive  Care,  Cachet,  Wind 
Song,  Aviance,  Chimere,  Prince  Matchabelli,  Q-tips,  Aziza  and 
Rave. 
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Cole  National 
Corporation 

With  1,700  stores,  Cole  National  hasj 
come  one  of  the  fastest  growing  specii 
retailers.  Prescription  eyewear,  crafts, 
graved  gifts,  keys,  cookies,  and  toys 
sold  by  Cole's  six  chains.  Child  Worl 
toy  supermarket  chain  accounts  foro 
half  of  total  sales.  Over  the  last  deci 
sales  increased  more  than  ten  fold  y 
compounded  net  income  over  2 
per  year. 


Chieftain  Development 
Co.  Ltd. 

Exploring  for  oil  and  gas  in  Alberta,  the 
United  States  and  the  North  Sea,  Chief- 
tain increased  the  undiscounted  value  of 
future  net  cash  flow  from  proved  and 
probable  reserves  by  34%  to  $3.1  billion 
at  December  31,  1982.  Chieftain 
achieved  record  net  earnings  of  $18.2  mil- 
lion and  cash  flow  of  $40  million  on  gross 
revenues  of  $82.8  million  during  1982. 
Listed  ASE,  TSE,  MSE. 


23 


Community  Psychiatrii 
Centers 

Community  Psychiatric  Centers  is 
gaged  in  two  separate  lines  of  busit) 
the  ownership  and  operation  of  aj 
psychiatric  hospitals  which  in  II 
accounted  for  80%  of  operating  pre 
and  the  operation  of  outpatient  diaj 
centers  which  accounted  for  20%  of  rj 
ating  profits. 

Earnings  per  Share 
1978       1979       1980.      1981  1 
$.36        $.47        $.57        $.78  $ 


In  p02vtmofgaiuzihons* 
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CIGNA 
Corporation 


CIGNA 


CIGNA  Corporation 

CIGNA  Corporation,  formed  through  the 
1982  merger  of  Connecticut  General  and 
INA  Corporations,  is  a  leading  provider  of 
insurance  and  financial  services  to  cor- 
porations and  individuals  around  the 
world.  As  a  result  of  the  merger,  CIGNA 
is  one  of  the  most  strongly  capitalized 
organizations  in  its  industry,  with  mod- 
est long-term  debt  and  common  share- 
holders' equity  of  more  than  $4.5  billion. 
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Comp-U-Check,  Inc. 


Comp-U-Check,  Inc.  is  a  well  establi  ■ 
publicly  held  growth  oriented  Com 
using  a  network  of  sophisticated 
communication  facilities  to  pro 
financial  payment  services  to  vanou 
dustnes  on  a  national  basis.  The  C 
pany's  customer  base  includes  ra 
retailers,  banks,  utilities,  hospitals, 
other  businesses.  1982  sales  rose  20°/ 
record  $4.9  million,  and  pre-tax  ean 
rose  49%  to  $360,000.  Return  on  s 
holders'  equity  was  45%.  Sales  have  increased  an  average  of  19' 
the  last  five  years.  Strong  management,  increased  market  per 
tion  and  solid  financial  condition  position  Comp-U-Chee 
future  years 
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Consolidated 


Freightways,  Inc. 

Consolidated  Freightways,  Inc.  provides 
a  range  of  freight  transportation  services 
unmatched  in  variety  or  geographic  scope 
in  North  America.  Consolidated  Freight- 
ways  motor  carrier  operations  are  ex- 
panding and  gaining  market  share  in 
longhaul,  less-than-truckload  freight. 
New  subsidiaries  serve  special  trucking 
needs.  CF  Air  Freight  is  growing  domesti- 
cally and  internationally.  Revenues  were 
cord  $1.2  billion  in  1982.  Net  income  was  $54.8  million,  $4.08 
share.  Dividends  paid  were  $1.58  per  share. 
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EDO  Corporation 


EDO  produces  electronic  and  specialized 
equipment  for  military,  aviation,  marine 
and  industrial  markets.  Principal  prod- 
ucts: sonar  equipment,  mine  countermea- 
sure  systems,  and  aircrait  stores  ejection 
mechanisms.  Piezoelectric  ceramic  com- 
ponents, acoustic  and  video  scanning  sys- 
tems; fiber-reinforced  composite  compo- 
nents for  aviation  industry.  World-wide 
markets.  Sales  from  continuing  opera- 
tions in  1982:  $101,794,000;  net  earnings 
from  continuing  operations  $7,420,000.  EPS  from  continuing  opera- 
tions $2.18.  DIV.  $.3 1  plus  50%  Stock  Dividend.  ( ASE) 
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Cronus  Industries,  Inc. 


Cronus  Industries  (OTC — CRNS)  com- 
pleted 1982  with  higher  sales,  net  income 
and  earnings  per  share.  Beyond  loining  a 
relatively  small  group  of  corporations 
posting  increased  profits,  Cronus  also 
strengthened  its  total  financial  structure 
via  careful  asset  management.  The  Com- 
pany has  grown — in  just  six  years — from 
sales  of  $32  million  to  $166  million. 
Products  include  metal  buildings  for 
non-residential  construction,  heat  trans- 
hipment for  electric  utilities  and  a  diverse  range  of  equipment 
ihe  agri-industry. 
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El  Paso  Electric 
Company 


El  Paso  Electric  Co.  provides  electricity 
to  one  of  the  fastest  growing  regions  of 
the  nation,  sometimes  referred  to  as  "The 
Buckle  on  The  Sunbelt."  The  Company 
completed  another  year  of  strong  finan- 
cial performance  in  1982.  Per  share  in- 
come increased  from  $2.23  to  $2.30  and 
net  income  increased  by  25%.  Return  on 
average  common  equity  remained  above 
the  industry  average.  The  Company  con- 
tinues to  sell  its  Common  Stock  at  or  above  book  value.  A  leading 
investment  bank  ranks  EPE  among  the  top  20  electric  utilities  for 
payout  ratio,  market  to  book  ratio,  dividend  to  book  ratio  and  return 
on  average  equity. 
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onal  Market  symbol 


Decision  Data  Computer 
Corporation 

While  revenues  were  up  48%  over  the 
previous  year,  Decision  Data's  net  in- 
come rose  85%  to  $3,809,000.  The  com- 
pany's present  product  concentration  fo- 
cuses on  peripherals  for  medium-sized 
computer  systems.  This  is  the  fastest 
growing  segment  of  the  full-scale  com- 
puting capabilities  market.  The  com- 
pany's sales  goals  and  product  lines  are 
being  expanded  for  1983.  The  NASDAQ 
is  DDCC. 
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Emery  Worldwide 

Emery  Air  Freight  Corporation  is  an  in- 
ternational air  cargo  system  operating 
from  275  offices  in  49  countries.  It  deliv- 
ers overnight  any  size,  any  weight,  any 
value  shipment  to  20,000  North  Amer- 
ican communities,  and  it  provides  sched- 
uled 24-  to  72-hour,  door-to-door  service 
between  North  America  and  Europe. 
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Dennison  Manufacturing 
Company 

Dennison  serves  Retail  Systems,  Station- 
ery Products,  Technical  Papers,  Industrial 
Systems.  Its  balanced  risk  approach — 
balancing  established  products  and 
emerging  technologies — gives  sharehold- 
ers an  upside  potential  for  their  invest- 
ment without  the  win-or-lose  character 
of  a  single  product  technology  company. 
1982  sales  rose  to  a  record  $577,281,000 
but  earnings  fell  to  $20,637,000  in  this  Te- 
rnary year.  However,  during  the  fourth  quarter  of  1982,  Denni- 
:ached  record  high  earnings  before  taxes. 
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will  be  opened  in  fiscal 


Family  Dollar  Stores,  Inc. 

Family  Dollar  (NYSETDO)  operates 
more  than  600  discount  stores  in  thir- 
teen states  ranging  from  Maryland  to 
Louisiana.  Fiscal  1982  sales  increased 
14%  to  $207.4  million  and  net  income 
increased  17%  to  $10.7  million.  Family 
Dollar  now  has  reported  31  consecutive 
quarters  of  record  sales  and  earnings  on  a 
comparable  basis.  During  fiscal  1982,  74 
stores  were  added  to  the  rapidly  expand- 
ing chain,  and  at  least  100  new  stores 
1983. 
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Ferro  Corporation 

A  diversified  worldwide  manufacturer  of 
specialty  materials,  Ferro  Corporation 
servos  industrial  customers  with  a  range 
of  technically  advanced  coatings,  colors, 
ceramics,  thermoplastics  and  specialty 
chemicals.  These  products  are  essential 
to  the  rapid  technical  changes  which  are 
occurring  in  the  mature  industries  such 
as  automotive,  and  likewise  are  utilized 
by  the  growth  industries  including  elec- 
tronics, communications  and  aerospace/ 
defense.  In  1982,  Ferro  net  sales  exceeded  $595  million. 
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Gearhart  Industries,  Ir 


Gearhart  Industries,  Inc.,  continue 
broaden  its  base  in  the  wireline  sen 
industry.  New  technology  througl 
aggressive  research  and  devcloprj 
program  has  produced  more  durable) 
dependable  logging  tools  as  well  a 
novative  methods  of  logging  and  perf) 
ing  the  growing  number  of  deviated  ■ 
Gearhart's  rapid  penetration  of  the  u 
national  wireline  service  market! 
compensated  for  this  year's  reductia 
domestic  activity.  Gearhart  has  paid  consecutive  annual  divid 
since  1960. 


First  Interstate  Bancorp 


With  assets  of  $40.9  billion,  the  company 
is  the  8th  largest  U.S.  banking  organiza- 
tion. It  ranks  6th  among  maior  U.S.  bank 
holding  companies  in  return  on  assets 
and  7th  in  return  on  equity.  At  $2.111/2  a 
share  paid  in  1982,  dividends  were  up 
6.3%  over  1981,  the  6th  increase  in  just 
over  5  years,  during  which  time  the  div- 
idend rate  has  grown  114%.  The  com- 
pany's First  Interstate  Banks  operate  936 
offices  in  1 1  western  states.  Alaska  and 
Hawaii  will  become  vital  extensions  of  this  territory  in  1983  via 
franchising  of  the  First  Interstate  name  and  banking  products. 
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Genetic  Systems 
Corporation 


Genetic  Systems  Corporation  is  a  la 
in  monoclonal  antibody  technology 
advanced  diagnostic  test  for  chlam 
the  most  prevalent  sexually-transm 
disease,  has  been  jointly  develope) 
Genetic  Systems  and  Syntex  Corn 
tion,  and  approved  by  the  FDA.  New 
nostic  products  for  herpes  and  gono< 
are  also  under  joint  development, 
netic  Systems  and  Syntex  recently  ei 
lished  Oncogen,  a  $9.5  million  joint  venture  to  develop  product 
the  diagnosis  and  treatment  of  human  cancer.  NASDAQ:  GEN) 


FlightSafety 
International,  Inc. 

Net  income  and  revenues  continued  to 
increase  in  1982  for  FlightSafety  Interna- 
tional (FSI-NYSE),  leading  high  technolo- 
gy aviation  and  marine  training  company, 
as  its  clients  rose  to  more  than  2, 1 00  from 
over  1,850  in  1981.  Net  income  in  1982 
increased  to  $21,369,300  ($1.46  per  share 
of  common  stock)  on  revenues  of 
$76,484,800,  from  $19,083,900  ($1.31  per 
share)  on  1981  revenues  of  $68,039,900. 
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Georgia-Pacific 


Georgia-Pacific  net  sales  in  1982 
$5.4  billion.  To  off-set  the  pressures 
recessionary  year  and  to  prepare  for 
advancement  in  the  coming  years, 
management  moved  ahead  with  s| 
bold  tactical  decisions.  Operating 
were  cut,  facilities  consolidated  and  | 
modernization  continued  in  plants 
mills  in  all  major  divisions.  G-P  i 
steady  progress  into  new  markets 
strengthened  their  competitive  pos| 
in  the  marketplace.  More  than  ever,  the  years  ahead  show  the  pi 
ise  of  exciting  growth  and  significant  profit  potential. 


Gannett  Co.,  Inc. 


Gannett,  the  nationwide  diversified  in- 
formation company,  had  record  revenues 
and  earnings  for  the  15th  consecutive 
year  in  1982.  Net  income  rose  to  $180 
million  on  revenues  of  $1.51  billion.  In 
1982  Gannett  launched  USA  TODAY, 
The  Nation's  Newspaper,  which  reached 
^^L-^*  into  15  major  market  areas  nationwide 

during  its  first  seven  months.  Gannett 
operates  86  other  daily  newspapers,  7  TV 
and  13  radio  stations,  America's  largest 
outdoor  advertising  group,  and  news,  research,  marketing,  video, 
program  and  satellite  services. 


Golden  Triangle  Royall 
&  Oil,  Inc. 

GTRO  has  overriding  royalty  intel 
under  85,111,040  surface  acres,  be] 
net  3,57 1 ,353  royalty  acres,  and  an  1  i 
net  profits  interest  under  1 1,923, 20C 
face  acres  in  Australia,  with  expecta: 
of  them  being  developed  for  oil  and 
GTRO  also  has  interests  in  87  oil  anj 
wells,  principally  in  the  United  St 
with  high  percentage  increases  in  pro 
tion  in  1982. 
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Grove  Explorations  Ltd. 

Grove  Explorations  is  an  aggressively 
managed  company  with  significant 
acreage  holdings  of  oil  and  gas  properties 
in  North  America,  along  with  an  opera- 
tive gold  mine  in  Canada.  Coupled  with 
associated  companies  Rosmac  Resources 
and  N.W.P.  Resources,  they  seek  out 
potential  large  wildcat  drilling  ventures. 
Davis  Oil  Company  of  Denver  is  the  oper- 
ator on  six  of  the  company  properties  at 
present. 
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Frank  B.  Hall  &  Co.  Inc. 

Frank  B.  Hall  is  a  leading  international 
insurance  services  firm  with  revenues 
of  $364,871,000  and  net  income  of 
$24,043,000  ($2.07  per  share)  in  1982. 
Revenues  have  more  than  doubled  dur- 
ing the  last  6  years.  Since  1975  dividends 
have  increased  at  a  compound  annual  rate 
of  19%.  Currently  the  Company  pays 
$1.70  annual  dividend.  NYSE  symbol 
FBH.  The  editorial  section  of  the  Hall 
Report  contains  a  highly  educational 
overview  of  the  worldwide  insurance  marketplace. 
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Grow  Group 


Grow  Group,  Inc. 

Grow  Group,  Inc.  has  grown  from  $10 
million  in  sales  to  over  $230  million,  paid 
consecutive  quarterly  cash  dividends  for 
the  past  19  years,  and  over  155%  in  stock 
dividends.  The  Corporation  is  well- 
positioned  for  the  anticipated  recovery. 
Subsidiaries  and  divisions  geared  to  the 
auto  and  construction  industries  and  con- 
sumer markets  have  weathered  the  reces- 
sion well. 
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maintained  at  $  1 .20  per  share. 


Harsco  Corporation 

Harsco  Corporation  manufactures,  mar- 
kets and  distributes  internationally  22 
varied  classes  of  products  and  services 
used  in  industrial,  commercial,  energy- 
related  and  defense  applications.  Harsco 
weathered  the  recessive  economy  in  1982 
better  than  most  industrial  concerns 
with  sales  of  $978.6  million,  net  income 
of  $36. 1  million  and  earnings  per  share  of 
$1.85.  Harsco's  financial  position  re- 
mains strong,  and  the  dividend  has  been 
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Gulf  Energy  Corporation 

Gulf  Energy  Corporation  (NASDAQ  sym- 
bol GFEC)  was  named  America's  fastest 
growing  public  oil,  gas  and  minerals  com- 
pany for  1982,  based  on  revenue,  by  Inc. 
Magazine.  The  Company  has  earned  rec- 
ord revenues  since  reorganization  in 
1976  and  has  expanded  its  drilling  pro- 
gram since  that  time.  Corporate  offices 
are  in  Salt  Lake  City,  with  regional  opera- 
tions in  Denver,  Oklahoma  City  and 
Logan  County,  West  Virginia. 
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1982 

HON  INDUSTRIES 

ANNUAL 
REPORT 


HON  INDUSTRIES 

1982  net  sales,  $283,167,000.  Ten  year 
compounded  annual  growth  rate  in  sales, 
16.6%.  1982  net  income,  $11,172,000. 
Ten  year  compounded  annual  growth  rate 
in  net  income,  10.2%.  112  consecutive 
quarterly  dividends,  with  56c  paid  in 
1982.  Products  manufactured  and  mar- 
keted nationally  include  office  furniture, 
materials  handling  equipment  and 
Heatilator®  fireplaces.  Traded  O.T.C., 
symbol  HONI. 
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Hadson  Petroleum 
Corporation 

Hadson  Petroleum  Corporation  is  an  in- 
dependent oil  and  gas  exploration,  de- 
velopment and  production  company 
headquartered  in  Oklahoma  City,  Okla- 
homa. Domestic  activities  are  primarily 
concentrated  in  the  Anadarko  Basin  of 
Oklahoma  and  the  Arkoma  Basin  in 
Oklahoma  and  Arkansas.  Through 
its  75.8%  owned  subsidiary,  Hadson 
Petroleum  International,  the  company 
ts  its  foreign  activities  onshore  Southern  England,  offshore 
6  !:rn  Spain  and  in  the  Western  Desert  of  Egypt. 
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House  of  Fabrics,  Inc. 


House  of  Fabrics,  Inc.  achieved  all  time 
highs  in  sales  and  earnings  for  the  year 
ended  January  31, 1983.  Sales  were  up  28% 
to  $230.6  million  and  earnings  per  share 
on  a  fully  diluted  basis  rose  45  percent  to 
$1.77  compared  to  $1.22  for  the  previous 
year.  The  Company  has  never  been  in 
stronger  financial  condition  and  plans  to 
expand  its  business  in  the  coming  year  by 
opening  40  to  50  new  stores  and  by  adding 
an  additional  75  sewing  machine  and  100 
needlecraft  departments  in  its  existing  stores. 
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ADVERTISEMENT  7 


Ill  International 

JU  International  is  a  diversified  services 
company  with  1982  revenues  of  $2.1  bil- 
lion. Its  operations  include  transporta- 
tion, distribution,  environmental  ser- 
vices, agribusiness  and  gold  mining.  In  re- 
cent years,  IU  has  refocused  its  resources 
in  less  capital-intensive  businesses  and 
shed  two-thirds  of  its  debt.  IU's  dividend 
was  $1,125  in  1982,  the  38th  consecutive 
year  of  higher  payout  per  share.  NYSE 
symbol:  IU 
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JWT  Group,  Inc. 

JWT  Group,  with  total  revenues  of  J 
million,  is  the  parent  of  an  internati^ 
family  of  well-known  companies  engi 
in  advertising,  public  relations,  resea 
and  related  activities. 


InterNorth,  Inc. 

InterNorth  is  a  diversified,  energy-based 
corporation  involved  in  natural  gas,  li- 
quid fuels,  petrochemicals,  and  explora- 
tion and  production.  The  1982  Annual 
Report  shows  earnings  of  $3.01  per  share, 
net  income  of  $135,066,000  and  operat- 
ing revenues  of  $4,158,986,000.  Interna- 
tional headquarters:  Omaha,  Nebraska. 


KDI 


KDI  Corporation 

KDI  Corporation  is  a  diversified  gro 
company  active  in  the  productia 
electronic  and  electrical  compone 
defense  ordnance  devices,  custom  { 
ucts  to  user  specifications,  as  we 
activities  in  industrial  distribution, 
recreation.  Sales— $190,000,000.  L. 
on  the  New  York  Stock  Excharu 
11/30/81— "KDI". 
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Iowa  Resources  Inc. 

Revenues  surpassed  $385  million  in 
1 982.  Earnings  for  the  year  were  $3.66  per 
common  share.  Dividends  have  been  in- 
creased to  the  annual  rate  of  $2.92  per 
share,  formerly  $2.84.  Iowa  Power  and 
Light  Company,  the  principal  operating 
subsidiary,  serves  231,074  electric  and 
133,294  gas  customers  in  a  5,600  square 
mile  area  of  central  and  southwest  Iowa. 


Knight-Ridder 
Newspapers,  Inc. 


Knight-Ridder  Newspapers,  Inc.  is 
billion  nationwide  communica 
company  engaged  in  newspaper 
lishing,  television  broadcasting, 
television  operations,  electronic  dist 
tion  of  commodity  and  financial 
and  market  quotes,  newsprint  pn 
tion,  book  publishing  and  data  base 
lishing.  The  company  is  pioneering 
commercial  introduction  of  viev 
consumer  information  services.  Knight-Ridder  common 
trades  on  the  NYSE  under  the  symbol  KRN. 
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Ivaco  Inc. 

Ivaco  is  an  integrated  steel  producer  and 
manufacturer  of  steel  products.  The 
Company  has  three  steelmaking  facili- 
ties, all  employing  electric  furnaces  and 
continuous  cast  technology.  Steelmaking 
capacity  exceeds  one  million  tons  and 
rolling  mill  capacity  is  in  excess  of  1.3 
million  tons.  Products  include  wire  rods, 
wire,  nails,  welded  wire  fabric,  fencing, 
fasteners,  high  carbon  wire  products  such 
as  wire  ropes  and  strands,  forgings,  pre- 
engineered  metal  buildings,  precision  machined  components  and 
paper  machine  clothing  for  use  by  paper  manufacturers.  The  Com- 
pany has  36  plants,  20  in  the  U.S.  and  16  in  Canada. 
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Koppers  Company,  ln< 

Prepared  for  economic  recovery 
streamlined  operations,  aggressive 
ket  positions  and  strong  finances, 
pers  anticipates  renewed  growth 
frastructure,  construction,  capital  j 
and  industrial  production  markets 
business  opportunities  are  sought 
investments  in  genetic  engine< 
synthetic  fuels,  fiber  optics, 
technology  ceramics,  robotics  and 
age  metallurgical  materials.  "High 


from  the  1982  Annual  Report"  will  be  mailed. 
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ADVERTISEMENT  8 


La-Z-Boy  Chair  Co. 


Based  in  Monroe,  Michigan;  La-Z-Boy 
Chair  Company  has  been  the  leading 
manufacturer  of  reclining  furniture  for 
more  than  50  years.  Today,  La-Z-Boy 
products  include  office  furniture,  sleep- 
ers, sofas,  loveseats  and  swivel  rockers,  in 
addition  to  its  popular  wall  and  rocker  re- 
cliners.  Increases  in  sales  of  La-Z-Boy  re- 
cliners,  as  well  as  successful  introduc- 
tions of  new  product  offerings,  have  given 
La-Z-Boy  added  stature  and  financial 
lgth  during  the  past  year.  The  La-Z-Boy  Chair  Company  1983 
ual  Report  offers  a  historical  view  of  the  company  and  its  di- 
e  product  line,  provides  a  perspective  on  its  aggressive  market- 
iffort  and  details  its  brisk  financial  growth. 
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Matrix  Corporation 


($  in  millions  except  for  EPS) 
1982     1981     1980     1979  1978 


Sales 
Net 
Income 
EPS 


$40.4    $26.0    $19.6    $14.0    $  5.7 


$  4.0  $  2.7  $  1.9  $  1.2  $  .2 
$  .95  $  .68  $  .52  $  .41  $  .10 
Manufacturer  of  Medical  Diagnostic  Im- 
agers and  Video  Disc  Recorders  lor  com- 
puted tomography,  ultrasound,  nuclear 
cameras,  digital  radiography,  fluoroscopy, 
nuclear  magnetic  resonance,  et  al;  and 
Computer  Color  Graphic  Film  Recorders  for  CAD/CAM,  manage- 
ment information,  satellite  photography,  animation  films,  scientific 
graphics,  etc.  ASE:  MAX 
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Lifemark  Corporation 

Lifemark  Corporation  (NYSE  Symbol 
LMK)  owns  and  operates  general  acute 
care  hospitals  primarily  in  the  Southern 
United  States.  Lifemark's  growth  ranks 
among  the  fastest  in  the  expanding  hospi- 
tal management  industry. 

Growth  Rates* 


5  year 
Compound 

Revenues  45% 
Net  Income  59% 
Primary  earnings  per  share  37% 
"All  data  is  from  continuing  operations 


1982 
60% 
53% 
39% 
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Media  General,  Inc. 


The  seventh  largest  public  newspaper 
company  in  revenues,  net  income,  and  cir- 
culation, Media  General  is  a  diversified 
communications  company  with  major 
interests  in  broadcasting,  publishing,  and 
printing  operations,  along  with  its  news- 
print subsidiary  which  produces  through 
a  special  recycling  process  about  one- 
tenth  of  all  U.S.  newsprint.  For  the  past 
five  years,  Media  General's  compound 
growth  in  earnings  per  share  of  2 1  percent 
per  year  ranks  second  in  the  newspaper  industry. 
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Liquid  Air  Corporation 

Liquid  Air  Corporation  is  a  major  produc- 
er of  industrial  gases,  welding  products, 
and  safety  and  diving  equipment.  With 
the  acquisition  of  Cardox  Corporation 
during  1982,  one  of  America's  leading 
producers  of  C02,  Liquid  Air  has  assumed 
a  position  of  new  importance  in  the  in- 
dustrial gas  marketplace  in  the  United 
States,  Canada,  and  Brazil. 
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Michelin  Tire 
Corporation 

Michelin,  the  company  that  put  America 
on  radials,  is  one  of  the  major  tire  manu- 
facturers in  the  United  States.  A  privately 
held  company,  Michelin  Tire  Corpora- 
tion was  founded  in  1950.  The  1983 
brochure  outlines  the  scope  of  the  com- 
pany's U.S.  operations  today,  from  manu- 
facturing to  distribution.  It  also  includes 
Michelin's  corporate  history  and  reviews 
its  major  products  and  services. 
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Masco  Corporation 


"A  UNIQUE  GROWTH  COMPANY" 
Masco  reported  its  26th  consecutive  year 
of  earnings  growth.  Net  income  in  1982 
was  $92.2  million  or  $1.78  per  share,  rep- 
resenting increases  from  the  previous 
year  of  4  percent  and  3  percent,  re- 
spectively. Masco,  with  leadership  mar- 
ket positions,  manufactures  faucets  and 
other  building  products;  energy-related 
and  other  specialty  products;  and  cold  ex- 
truded and  other  industrial  products. 
[for  our  1982  annual  report  to  learn  why  we  believe  Masco's 
I  from  internal  growth  alone,  will  more  than  double  over  the 


ive  years. 


64 


Minnesota  Power 

Minnesota  Power  is  an  investor-owned 
electric  utility  serving  a  26,000-square- 
mile  area  of  central  and  northeastern 
Minnesota.  In  1982  the  company's  earn- 
ings per  share  increased  15%  to  $3.51. 
Rate  of  return  on  common  equity  was 
14.8%.  In  January  the  Board  of  Directors 
raised  the  quarterly  common  stock  div- 
idend from  57  to  60  cents  per  share, 
marking  the  13th  consecutive  year  in 
which  dividends  have  increased. 
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continuing  growth  and  financial  stability. 


Morehouse 
Industries,  Inc. 

Morehouse  Industries  (OTC:MIXS)  is  a 
world  leader  in  the  design  and  manufac- 
ture of  completely  patented  high  speed 
dispersion  and  particle  reduction  sys- 
tems. Sales  in  104  countries.  The  Com- 
pany recently  introduced  the  industry's 
first  computer  controlled  dispersion/ 
milling/processing  system;  a  major 
R  &.  D  effort  completely  self-funded. 
Annual  report  highlights  new  products, 
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NICOR  Inc. 

NICOR  is  a  $2.2  billion  energy  er 
prise.  Effective  May  1,  1983,  the  am 
dividend  increased  to  $3.04  per  share 
the  24th  increase  in  25  years.  Althq 
1982  income  failed  to  top  the  prev 
year's  level  for  the  first  time  in  15  ya 
NICOR  subsidiaries  are  solid,  J 
financed  and  ready  to  take  advantaf 
growth  in  the  nation's  economy.  N1 
GAS. 


Morrison-Knudsen 
Company,  Inc. 

Record  highs  for  the  1 1th  successive  year 
in  earnings  and  revenue  were  achieved  in 
1982  by  Morrison-Knudsen.  This  70- 
year-old  company  engages  in  large-scale 
engineering,  construction  and  construc- 
tion-management projects  on  a  world- 
wide basis,  in  addition  to  building  and 
repairing  naval  and  commercial  ships, 
operating  coal  and  lignite  mines,  and  de- 
veloping commercial  real  estate.  Con- 
tract backlog  at  1982  yearend  was  $3.2-billion.  ("MRN"  on  NYSE) 
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Northwest  Energy 
Company 


Northwest  Energy  Company  owns 
major  natural  gas  pipeline  systa 
Northwest  Pipeline  Corporation  deli 
natural  gas  to  the  Pacific  Northwest! 
Rocky  Mountain  regions.  Norths 
Central  Pipeline  Corporation  supp 
gas  to  the  Mid-Continent  region.  No 
west  is  also  a  partner  in  the  Northemi 
der  Pipeline  and  is  involved  in  oil  ano 
exploration  and  marketing  of  lie 
hydrocarbons.  Financial  highlights  for  the  year  ended  Decembe 
1982:  operating  revenues,  $1.6  billion,  income  from  continuinj 
erations,  $66.6  million,  primary  income  per  share  from  contin 
operations,  $3.47. 


Movie  Systems,  Inc. 

Movie  Systems,  Inc.  is  an  operator  of 
over-the-air  pay  television  systems  in 
Milwaukee,  Oklahoma  City,  Ft.  Lauder- 
dale/West Palm  Beach,  Minneapolis,  and 
Indianapolis.  The  company  services 
approximately  72,000  subscribers.  MSI 
has  experienced  rapid  growth  over  the 
last  three  years  in  an  industry  generally 
regarded  as  one  of  the  nation's  finest 
growth  areas.  With  the  expected  approval 
of  multiple  channel  MDS,  MSI  and  the  in- 


CELEBRATING 
75  YEARS  OF 
BEDDING  — «* 
EXCELLENCE 


dustry  will  be  able  to  compete  effectively  with  cable. 


ding.  We're  OMT  on  Amex  and  PSE. 


Ohio-Sealy  Mattress 
Manufacturing  Co. 

We've  had  seven  consecutive  years  ol 
ord  or  near-record  earnings.  Since  1 
sales  increased  1 26  percent  to  $67  mil 
last  year,  and  net  earnings  rose  169' 
cent  to  nearly  $6  million.  (Average  se 
year  net  as  a  percent  of  sales — 8  perc 
Since  1970,  compounded  annual  i 
dend  growth  rate  was  34  percent  (h 
creases  in  12  years.)  Current  quan 
rate,  15  cents.  We  make  Sealy  brandi 
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Niagara  Share 
Corporation 


Overseas  Shipholding 
Group,  Inc. 


A  diversified  publicly  traded  investment 
company  whose  primary  objective  is 
growth  of  capital  from  investments  in 
domestic  and  foreign  corporations.  Su- 
perior long-term  record.  Directly  man- 
aged by  its  officers  and  directors,  who  are 
substantial  shareholders.  Shares  are  eligi- 
ble for  Individual  Retirement  Accounts 
and  Keogh  Plans.  54th  Annual  Report  in- 
cludes investment  policy,  distribution 
options  and  investment  results  Listed  on  The  New  York  Stock 
Exchange. 
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OSG  is  the  only  publicly  owned  com 
engaged  exclusively  in  the  ocean  t: 
portation  of  bulk  commodities  sue 
oil,  coal,  iron  ore  and  grain  in  both 
U.S.  and  worldwide  markets.  Amon; 
largest  bulk  shipping  companies  ir 
world,  OSG  owns  and  operates  a  fie 
77  vessels,  aggregating  6.6  million  c 
weight  tons.  The  Company's  st 
financial  condition,  reflecting  its  gr« 
record,  and  prospects  for  the  various  bulk  shipping  markets  ar 
tailed  in  the  1982  Annual  Report.  (NYSE,  PSE:  OSG.) 
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Pacific  Power 
&  Light  Company 


1*7         &  ' 


Pacific  Power  is  an  electric  utility  and 
much  more;  it  is  a  unique  combination  of 
three  diverse,  yet  complementary 
businesses.  1982's  operating  income 
grew  27%  to  $459  million;  60%  came 
from  the  cornerstone  electric  operation 
and  40%  from  the  expanding  telecom- 
munications and  coal/minerals  units. 
1982's  revenues  were  $1.4  billion,  up  9%; 
net  income — $197  million,  up  17%; 
-$3.03,  up  7% ;  and  dividends  per  share— $2. 16,  up  6% . 
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Pennwalt  Corporation 

A  worldwide  manufacturer  of  chemicals, 
health  products  and  precision  equip- 
ment, Pennwalt  introduced  a  new  and 
patented  Pennkinetic ™  controlled- 
release  drug  delivery  system  during  1982. 
This  system  has  been  used  in  Delsym™,  a 
new  liquid,  non-narcotic  antitussive  also 
introduced  by  the  company  last  year. 
(NYSE— PSM) 
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Parker  Hannifin 
Corporation 

Parker  Hannifin  is  the  industry  leader  in 
the  fluid  power  business,  supplying  over 
100,000  products  for  hydraulic  and 
pneumatic  systems  worldwide.  It  serves 
over  300  markets  through  20,000  em- 
ployees in  246  facilities  in  the  U.S.  and  2 1 
other  countries.  Sales  are  nearly  equally 
divided  between  original  equipment  and 
replacement  markets.  Income  for  fiscal 
1982,  ended  June  30,  was  $57.7  million  or 
per  share  on  sale's  of  $1.15  billion. 
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Penril  Corp. 


Penril  Corp.  ( AMEX-PNL)  designs, 
manufactures  and  markets  a  diversified 
line  of  high  tech  electronic  equipment,  at 
6  profit  centers  in  the  United  States  and 
Europe.  1982  revenue  was  $40mm,  pro- 
ducing net  income  of  85c  per  share,  with 
1,976,214  average  shares.  1982  marked 
the  eighth  consecutive  profitable  year. 
Penril  has  made  nine  acquisitions  for 
cash.  With  the  1983  placement  of  $  18mm 
Sr.  Sub  Notes,  combined  with  the  Com- 
pany's $15mm  revolving  credit  line  with  Riggs  National  Bank,  Pen- 
ril is  now  poised  for  rapidly  accelerated  growth  through  further  ac- 
quisitions and  internal  expansion.  Penril  seeks  acquisition  candi- 
dates in  the  $20  to  $50mm  revenue  range. 
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Passport  Travel,  Inc. 


Total  Revenues: 

1977—  $3,210,297 

1978—  $5,672,396 

1979—  $6,965,843 

1980—  $8,958,146 

1981—  $14,326,888 

1982—  $28,892,436 

Passport  Travel,  Inc.  is  a  major  Kansas 
City  based  multi-office  travel  agency  and 
tour  operator,  owner  of  18.7%  of  the 
Landmark  Hotel  in  Las  Vegas,  exclud- 
:he  casino.  Passport  Travel  has  acquired  three  other  travel 
panies  and  experienced  dramatic  increases  in  total  gross 
/revenues. 
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Perry  Drug  Stores,  Inc. 

Our  first  quarter  earnings  and  sales  in- 
creased to  new  record  setting  levels.  Earn- 
ings were  up  24% ,  sales  up  17%.  We  oper- 
ate 118  stores  in  Michigan,  Illinois  and 
Wisconsin.  We  have  not  let  a  stagnant 
economy  deter  our  growth.  We  plan  in 
1983  to  open  15  additional  stores  and  to 
produce  a  record  $280  million  sales 
volume.  Our  5-year  plan  calls  for  230 
Perry  stores  in  operation  by  1987,  doing 
sales  of  $600  million  annually. 
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Pennsylvania  Power 
&  Light  Company 


Pennsylvania  Power  &  Light  Co.  (PP&L) 
supplies  electricity  to  about  1  million 
homes  and  businesses  throughout  a 
10,000-square-mile  area  in  central  east- 
ern Pennsylvania.  PP&L  has  a  strong 
generating  capability  and  a  diversified 
fuel  mix.  In  1982  the  company  sold  about 
22  billion  kilowatt-hours  of  electric  ener- 
gy to  its  customers  and  about  7  billion 
kwh  to  other  electric  utilities.  Company 
I i  s  at  the  end  of  1982  totaled  $5.5  billion.  Quarterly  dividends  on 
Jnon  stock  held  by  the  company's  169,000  shareowners  were 
j  ased  from  58  cents  to  60  cents  per  share  beginning  with  the 
.  1,  1983  dividend. 
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Philadelphia  Electric 
Company 


An  investor-owned  utility  providing  elec- 
tric, gas  and  steam  service  in  southeast- 
ern Pennsylvania  and  northeastern  Mary- 
land for  over  100  years.  Assets  are  $7.1 
billion.  Construction  expenditures  are 
planned  at  about  $3.6  billion  between 
1983-1986  primarily  for  the  completion 
of  two  1,055  megawatt  nuclear  units. 
More  than  283,000  common  share- 
holders are  currently  receiving  an  annual 
dividend  of  $2. 1 2  per  share.  Dividends  paid  every  year  since  1 902. 
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Pope  &  Talbot,  Inc. 

Consumer  tissue  business  helped  in- 
crease revenues  9%  to  all-time  high 
$257,715,000  for  Pope  &.  Talbot,  a  major 
wood  products,  pulp  and  paper,  timber- 
lands  and  land  management  company. 
Earnings  increased  60%  over  1981  to  72 
cents  a  share.  Operations  in  Oregon, 
Washington,  British  Columbia,  Wiscon- 
sin, South  Dakota.  Highly  cost-efficient 
wood  products  mills  well-positioned  for 
anticipated  1983  lumber  price  upturn. 
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Public  Service  Compar 
of  Colorado 

Serving  75%  of  the  3  million  peopl 
Colorado  ...  a  growth-oriented  si 
with  a  diversified  economy.  Compilii 
strong  balance  sheet  .  .  .  high  cash  f 
.  .  .  good  earnings  quality  .  .  .  strong  e: 
gy  supply  position  .  .  .  and  no  maior  p 
construction.  Providing  a  10.5%  yield 
annual  dividend  growth  of  5%  .  .  .inc< 
and  withholding  tax  benefits  on  r 
vested  dividends. 


Porta  Systems  Corp. 

Porta  Systems  is  a  high  technology  de- 
signer and  manufacturer  of  systems  and 
equipment  for  the  telecommunications 
industry.  The  Company  is  well  posi- 
tioned in  this  marketplace,  currently  ben- 
efiting from  accelerated  technological 
progress  and  decreasing  governmental 
regulations.  Porta  has  increased  its  net 
income  from  $606,000  in  1980  to 
$2,469,000  in  1982,  while  its  sales  rose 
from  $15.1  million  to  $23.1  million  for 
the  last  year. 
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Public  Service  Electric 
and  Gas  Company 

The  nation's  third  largest  combinai 
electric  and  gas  utility,  serving  ne 
three-quarters  of  the  population  in  1 
Jersey.  Assets  approximate  $7.9  bilj 
Over  230,000  common  stockholders 
currently  receiving  dividends  at  the  I 
of  $2.56  per  share  annually.  PSE&G 
paid  dividends  continuously  since 
with  consecutive  dividend  increases 
the  past  7  years.  Newark,  New  Jersey 


made  some  taufch 
decisions  in  1982... 
decisions  thai  improved 
<>ur  present  and 
strenutlKwdniir 
future.  II  "as  a 
fiuud  >rar."  , 


Portland  General  Electric 

Serving  Oregon,  PGE  supplies  electricity 
to  over  500,000  customers.  A  balanced  re- 
source mix  of  hydro,  nuclear  and  coal 
contributed  to  1982  EPS  before  extraor- 
dinary items  of  $3.02  on  revenues  of  $572 
million.  Earnings  per  share  were  $2.38. 
Common  stock  increased  22%  in  market 
value  in  1982  and  yielded  1 1.4%  at  year- 
end.  PGE's  current  annual  dividend  is 
$1.74. 
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RTE  CORPORATION 

RTE  has  successfully  diversified  it! 
erations.  Once  dependent  on  distribi) 
transformers  for  the  cyclical  U.S.  ela 
utility  market,  the  company  ha) 
panded  its  product  line,  added  indus 
customers  and  developed  overseas 
kets.  Through  acquisitions,  RTE  has 
become  a  major  electronics  firm  pn 
ing  components  for  the  high  tech  iij 
tries.  Combined  1982  sales  were 
million.  NYSE  symbol:  RTE. 


Premier 

Industrial 

Corporation 

0 


1982 

Annual 
Report 


Premier  Industrial 
Corporation 

1982  HIGHLIGHTS 

•  Record  earnings  posted  for  14th  straight 

year 

•  Stock  split  2-for-l 

•  Ninth  dividend  increase  since  1975 

•  Acquired  two  companies 

•  Current  ratio  4.3  to  1 

•  Return  on  equity  22.8% 

Premier  (NYSE:  PRE)  develops  and  dis- 
tributes repair  and  maintenance  products 


R.J.  Reynolds 
Industries,  Inc. 


for  the  electronics,  industrial  and  fire-fighting  markets. 
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Record  sales  and  earnings,  an  incres 
the  annual  dividend  rate  to  $3.0i 
share  and  the  acquisition  of  Heuble 
fleet  the  growth  and  progress  achiev 
RfR  during  1982.  Whether  it  be  in  tl 
co,  foods  and  beverages,  shipping,  e: 
or  packaging,  RJR  commands  a  domi 
or  leading  industry  position.  With  al 
three-quarters  of  our  sales  now  de 
from  food,  beverage  and  tobacco 
ucts,  RJR  has  become  one  of  the  world's  foremost  consumer 
ucts  companies.  To  learn  more  about  RJR's  1982  performanc 
outlook  for  the  future,  write  for  our  1982  Annual  Report.  (M 
RJR) 
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earnings  were  $66.9  million. 


Richardson-Vicks  Inc. 

Richardson-Vicks  Inc.  is  a  worldwide 
marketer  of  consumer  care  products  in 
the  health,  personal,  home  and  natural/ 
nutritional  care  products  categories.  It 
also  produces  specialty  chemicals,  lab- 
oratory reagents  and  diagnostic  instru- 
ments. Products  include  Vicks®  colds 
care  products,  Oil  of  Olay®  beauty  fluid, 
Clearasil®  acne  medications,  Plus®  vita- 
mins, and  Formby's®  furniture  care  prod- 
ucts. Fiscal  1982  sales  were  $1,115.6 
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Sparkman  Energy 
Corporation 

Sparkman  Energy  Corporation  enjoyed  a 
record  year  in  1982,  showing  a  substan- 
tial earnings  increase  in  a  year  generally 
considered  bad  for  the  energy  industry. 
The  company  owns  and  operates  natural 
gas  pipelines,  performs  maintenance, 
workovers  and  completion  services  on  oil 
and  gas  wells,  and  explores  for  and  pro- 
duces oil  and  gas  (SPM  on  the  American 
Stock  Exchange). 
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Sanders  Associates,  Inc. 

Financial  performance  again  set  new  rec- 
ords .  .  .  Sales  increased  20%  to  $436.2 
million  .  .  .  EPS  increased  20%  to  $3.30 
per  share .  .  .  order  backlog  increased  69% 
to  $417  million.  In  computer  graphics  a 
variety  of  new  products  were  introduced, 
and  in  our  second  major  business,  defense 
electronics,  major  production  orders 
were  received  from  government  custom- 
ers. For  1983  we  anticipate  another  year 
of  record  sales  and  earnings. 
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Sparton 


Sparton  Corporation 


Sparton  Corporation  recorded  fiscal 
1982  as  its  second  best  year  in  the  com- 
pany's 82  year  history.  Revenues — 
$118,865,528;  Net  Income— $5,902,730 
($1.73  per  common  share);  Shareowners' 
Equity— $41,364,025  (up  10.3%).  Sparton 
Corporation  has  no  long  term  debt.  Con- 
tinuous dividends  since  1962.  Sparton  en- 
gages in  Oil/Gas  exploration;  defense 
electronics;  commercial  electronics; 
automotive,  industrial  and  telecommu- 
nications products;  and  automation  machines  and  systems. 
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Santa  Fe  Industries,  Inc. 

While  we  are  disappointed  that  general 
conditions  did  not  improve  in  1982,  we 
believe  our  earnings  were  reasonable  in 
the  light  of  the  recession  that  refused  to 
relinquish  its  grip  on  the  nation.  Santa  Fe 
Industries  is  engaged  in  transportation, 
including  The  Atchison,  Topeka  and 
Santa  Fe  Railway,  natural  resources, 
forest  products  and  real  estate  and 
construction.  NYSE  symbol:  SFF 
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Teleflex  Incorporated 

Teleflex  revenues  increased  for  the  eighth 
consecutive  year  to  $112.2  million.  Net 
income  grew  54%  from  $7.1  million  to 
$10.9  million.  Return  on  average  share- 
holders' equity  reached  31%.  Teleflex  is  a 
decentralized  company  which  solves  engi- 
neering problems  by  the  development  and 
application  of  specialized  technologies. 
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The  Southland 
Corporation 

Southland's  7,165  7-Eleven  convenience 
stores  had  their  best  year  ever  in  1982, 
with  4.4%  real  growth  after  inflation  in 
merchandise  sales  and  a  2 1  %  gain  in  self- 
serve  gasoline  gallonage.  Other  opera- 
tions showed  marked  improvement. 
Revenues  were  up  $1  billion  to  $6,782 
billion  and  earnings  were  up  16.5%  to 
$108.1  million  for  the  21st  consecutive 
year  of  record  growth. 
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Tenneco  Inc. 

Tenneco,  a  diversified  energy  company, 
reported  record  net  income  of  $819  mil- 
lion in  1982.  Energy  operations  con- 
tinued to  contribute  the  largest  portion  of 
Tenneco's  operating  income.  Among  its 
non-energy  businesses  both  shipbuilding 
and  automotive  parts  turned  in  record 
results. 
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The  Times  Mirror 
Company 

The  Times  Mirror  Company,  publisher  of 
the  Los  Angeles  Times,-  is  a  diversified 
media  communications  company  en- 
gaged in  newspaper  publishing,  broadcast 
and  cable  television,  book  and  magazine 
publishing,  information  services,  art  and 
graphic  products,  and  newsprint  and 
forest  products.  Revenues  in  1982  were 
$2.21  billion.  Net  income  reached  ap- 
proximately $141  million  or  $4.09  per 
share. 
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United  Industrial 
Corporation 

NEW  HIGHS  IN  1982 

•  Earnings  up  26% 

•  Sales  up  27% 

•  Backlog  up  17% 

•  Return  on  S/H  Equity  up  23 Vi% 
10-year  history  of  consecutive  red 
sales,  earnings  and  backlog.  Principal  p 
ations  involve  national  defense,  induj 
al  stokers,  and  hospital  products  mal 
(subsidiary  listed  on  AMEX'.  Major' 
recommendation,  currently,  by  Mei 
Lynch  and  Zweig  Forecast. 
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Transamerica  Corporation 

Transamerica  is  a  diversified  company 
with  an  exceptionally  strong  position  in 
insurance  and  financial  services.  These 
include  life,  property/casualty  and  title 
insurance  operations,  risk  management 
services,  retail  and  reinsurance  brokerage 
facilities,  consumer  lending  and  equip- 
ment leasing.  Nonfinancial  operations 
include  manufacturing  of  precision- 
engineered  products  and  travel  services. 
Earnings  in  1983  were  $186.2  million  on 
revenues  of  $4.3  billion. 
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United  Medical 
Corporation 

UM  is  engaged  in  medical  services  I 
products.  The  company  provides  a 
putenzed  ECG  tape  analysis  (Holteri 

y »  *        hospitals  and  is  the  nation's  largest 
^       fT      vider  of  research  analysis  to  p] 
s-  m      maceutical  firms.  The  company  cond 

™B  Vir  9  cardiac  rehabilitation  programs  at  n 
■■rm  "  -      than  100  hospital-based  centers, 

operates  an  accredited  cardiac  ni 
training  school.  UM  tests  pacema] 
telephonically,  repairs  and  maintains  bio-medical  equipment, 
manufactures  Holter  systems,  recorders  and  pacemaker  trans: 
ters.  The  company  manages  an  out-patient  renal  dialysis  unit. 
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Tyler  Corporation 

In  1982,  for  the  first  time  in  twelve  years, 
Tyler  Corporation  (NYSE!  did  not  pro- 
duce a  gain  in  earnings  per  share.  The  eco- 
nomic depression  and  high  interest  cost 
resulting  from  two  major  acquisitions 
were  the  major  factors  in  a  63%  decline  in 
EPS  to  $  1 .08.  Operations  include  pipe  and 
fittings,  trucking,  industrial  explosives, 
specialty  chemical  coatings  and  electron- 
ic components  distribution.  Annual 
dividend  rate:  $.60  per  share. 
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Unitrode  Corporation 

Unitrode  Corporation  |NYSE-Lr 
manufactures  products  for  the  high 
growth,  most  profitable  segments  ol 
electronics  industry.  Its  power  semi' 
ductors,  analog  IC's,  ceramic  capacn 
data  conversion  devices  and  power 
plies  serve  the  military,  computer, 
communications  and  consumer  marl 
Sales  in  the  year  ended  January  31,  1 
were  $120  million  and  earnings  pers, 
were  $2.18,  the  seventh-consecutive 
of  record  operations. 


United  Energy 
Resources,  Inc. 

United  Energy  Resources,  Inc.  reports 
1982  was  the  second  best  year  in  com- 
pany history,  with  pre-tax  operating  in- 
come of  $366  million.  Reflecting  the 
company's  strength  and  favorable  long- 
term  prospects,  the  quarterly  dividend 
was  increased  February,  1983  from  58 
cents  to  62  cents  per  common  share.  1982 
operating  revenues  were  $5,562  billion. 
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Universal  Foods 
Corporation 


Universal  Foods  celebrated  its  center 
year  in  fiscal  1982  with  record  sales 
earnings.  Revenues  increased  by  14' 
$496  million  and  earnings  per  shan 
creased  by  35%  to  $2.62.  The  annua 
vidend  was  raised  from  $.96  to  $1.0^ 
share.  Universal  Foods  manufactures 
world's  most  diversified  line  of  y 
products.  The  Company  also  prod> 
cheese,  soft  drinks,  dehydrated  sea 
ings,  and  snack  items,  and  is  a  national  marketer  of  imported 
domestic  gourmet  food  products. 


UNITED 

ENERGY 

RESOURCES, 

INC1982 

ANNUAL 
REPORT  ^ 
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Utah  Power  &  Light 

We  sit  atop  some  of  the  world's  greatest 
reserves  of  low-sulfur  coal.  It  fuels  the 
turbines  for  about  95%  of  the  electricity 
we  generate.  Our  1982  earnings  increased 
from  $2.29  to  $2.38  per  share.  Our  current 
annual  dividend  rate  is  $2.28  per  share. 
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Washington  National 
Corporation 

Washington  National  Corporation  is  pri- 
marily a  life  insurance  holding  company 
with  over  $3  billion  of  assets.  In  1 982  con- 
solidated ordinary  life  insurance  sales  in- 
creased by  26%  to  $4.6  billion.  Consoli- 
dated sales  of  all  life  lines  totaled  $5.8  bil- 
lion. The  Corporation's  life  insurance  in 
force  has  doubled  over  the  past  five  years 
to  more  than  $24  billion. 
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VF  Corporation 

VF  Corporation,  a  leading  worldwide  pro- 
ducer of  high  quality  apparel,  increased 
sales  in  1982  18%  to  $880  million  and 
earnings  per  share  74%  to  $5.63.  Net 
earnings  as  a  percent  of  average  share- 
holders' equity  were  33.2%  in  1982.  After 
giving  effect  to  a  two-for-one  stock  split 
in  December  1982,  the  annual  indicated 
dividend  rate  is  $  1 .60.  VF  Companies  are: 
Lee  (jeanswear  and  casual  apparel)  and 
Vanity  Fair  (women's  intimate  apparel). 
NYSE  symbol:  VFC 
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Woods  Petroleum 
Corporation 

In  1982  revenues  were  up  16  percent  to 
$83,375,000,  earnings  increased  to 
$22,981,000,  or  $1.95  per  share.  Oil  pro- 
duction increased  29  percent  to  2,713 
barrels  per  day  and  gas  production  rose 
in  1982  averaging  46,005  Mcf  per  day. 
Woods  is  an  independent  oil  and  gas  ex- 
ploration and  production  company  offer- 
ing public  drilling  programs.  NYSE. 
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Annual  Report 


VAN 
DORN 
COMPANY 


Van  Dorn  Company 


Sales 
(Mils.) 

Net  Inc. 
(Mils.) 

EPS 

Ann. 
Div. 

1982 

$184.3 

$3.6 

$1.28 

$1.12 

1981 

195.2 

6.7 

2.32 

1.03 

1980 

172.4 

6.1 

2.01 

1.00 

1979 

193.6 

9.1 

3.02 

.92 

1978 

178.7 

7.9 

2.64 

.75 

1972 

89.9 

3.2 

1.08 

.26 

An  in 

flation-fighter  company.  Annual 

dividend  higher  10  years  straight,  up 
300%  since  1972.  104  consecutive 
rly  dividends.  111-year-old,  balanced  manufacturing  com- 
Zoncentrates  in  plastic  injection  molding  machinery,  special 
neral  line  containers,  and  heat  treating  of  steel.  Plants  in  8 
Puerto  Rico,  Canada.  2,844,416  shares  outstanding. 


symbol  VDC. 
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Zero  Corporation 

Zero  Corporation  reported  its  eleventh 
consecutive  year  of  record  earnings  and 
has  increased  its  cash  dividends  each  year 
since  1974.  During  this  period,  Zero  had 
six  5-for-4  stock  splits,  the  most  recent  in 
March  1983.  Zero  is  a  leading  manufac- 
turer of  cabinets,  cases,  cooling  equip- 
ment and  packaging  hardware  primarily 
for  the  electronic  and  computer  indus- 
tries. It  also  produces  the  Zero  Halli- 
burton line  of  quality  aluminum  luggage 
and  camera  cases. 
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Varlen  Corporation 


Varlen — The  largest  non-railroad  rebuild- 
er  of  locomotives,  also  reconditions 
locomotives  and  parts;  scraps  locomo- 
tives; rebuilds  diesel  engines;  one  of  the 
largest  OEM  manufacturers  of  railroad 
anchors  for  track  maintenance;  cushion- 
ing devices  for  freight  cars;  rebuilds 
crankshafts;  metals  for  the  bindery  in- 
dustry, fabricates  assemblies  for  furniture 
manufacturers;  constructs,  erects  storage 
tanks;  equipment  for  the  petrochemical 
ry.  1982  sales  were  $108.4  million,  earnings  were  $5.7  million 
2  per  share. 
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Potlatch/Northwest 
Paper 

HELP  is  here! 

The  Potlatch/Northwest  Paper  Annual 
Report  Planning  Guide.  Systematizes  the 
various  functions  that  must  all  come 
together  on  time  so  your  report  comes  out 
on  schedule — and  under  budget.  Gives 
at-a-glance  status  of  each  phase  .  .  .  and 
provides  sample  forms  for  each  function. 
Get  organized!  Send  today  for  your  free 
copy. 
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ADVERTISEMENT  15 


These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  ADAC  Laboratories  41. 

2.  AMCA  International  42. 

3.  AMP  Incorporated  43. 

4.  Alexander  &  Baldwin,  Inc.  44. 

5.  Allis-Chalmers  Corporation  45. 

6.  American  Brands,  Inc.  46. 

7.  American  Business  Products,  Inc.  47. 

8.  American  General  Corporation  48. 

9.  American  Medical  International  49. 

10.  Amfac,  Inc.  50. 

1 1 .  Avery  International  51. 

12.  Baldor  Electric  Company  52. 

13.  BancTEXAS  Group  Inc.  53. 

14.  Bank  of  Montreal  54. 

15.  Bayly  Corp.  55. 

16.  Blue  Ridge  Real  Estate  Company  56. 

17.  Brush  Wellman  Inc.  57. 

18.  Bucyrus-Erie  Company  58. 

19.  CP  National  Corporation  59. 

20.  CSX  Corporation  60. 

21.  Central  Reserve  Life  Corporation  61. 

22.  Chesebrough-Pond's  Inc.  62. 

23.  Chieftain  Development  Co.  Ltd.  63. 

24.  CIGNA  Corporation  64. 

25.  Coachmen  Industries,  Inc.  65. 

26.  Cole  National  Corporation  66. 

27.  Community  Psychiatric  Centers  67. 

28.  Comp-U-Check,  Inc.  68. 

29.  Consolidated  Freightways,  Inc.  69. 

30.  Cronus  Industries,  Inc.  70. 

31 .  Decision  Data  Computer  71 . 

Corporation  72. 

32.  Dennison  Manufacturing  Company  73. 

33.  EDO  Corporation  74. 

34.  El  Paso  Electric  Company  75. 

35.  Emery  Worldwide 

36.  Family  Dollar  Stores,  inc.  76. 

37.  Ferro  Corporation  77. 

38.  First  Interstate  Bancorp  78. 

39.  FlightSafety  International,  Inc.  79. 

40.  Gannett  Co.,  Inc.  80. 


Gearhart  Industries,  Inc.  81 . 

Genetic  Systems  Corporation  82. 

Georgia-Pacific  83. 

Golden  Triangle  Royalty  &  Oil,  Inc.  84. 

Grove  Explorations  Ltd.  85. 

Grow  Group,  Inc.  86. 

Gulf  Energy  Corporation  87. 

Hadson  Petroleum  Corporation  88. 

Frank  B.  Hall  &  Co.  Inc.  89. 
Harsco  Corporation 

HON  INDUSTRIES  90. 
House  of  Fabrics,  Inc. 

IU  International  91. 

InterNorth,  Inc.  92. 

Iowa  Resources  Inc.  93. 

Ivaco  Inc.  94. 

JWT  Group,  Inc.  95. 

KDI  Corporation  96. 

Knight-Ridder  Newspapers,  Inc.  97. 

Koppers  Company,  Inc.  98. 

La-Z-Boy  Chair  Co.  99. 

Lifemark  Corporation  100. 

Liquid  Air  Corporation  101. 

Masco  Corporation  102. 

Matrix  Corporation  103. 

Media  General,  Inc.  104. 
Michelin  Tire  Corporation 

Minnesota  Power  105. 

Morehouse  Industries,  Inc.  106. 

Morrison-Knudsen  Company,  Inc.  107. 

Movie  Systems,  Inc.  108. 

Niagara  Share  Corporation  109. 

NICORInc.  110. 

Northwest  Energy  Company  111. 

Ohio-Sealy  Mattress  112. 

Manufacturing  Co.  113. 
Overseas  Shipholding  Group,  Inc. 

Pacific  Power  &  Light  Company  114. 
Parker  Hannifin  Corporation 

Passport  Travel,  Inc.  115. 

Pennsylvania  Power  &  Light  Company  116. 


Pennwalt  Corporation 
Penril  Corp. 
Perry  Drug  Stores,  Inc. 
Philadelphia  Electric  Compan 
Pope  &  Talbot,  Inc. 
Porta  Systems  Corp. 
Portland  General  Electric 
Premier  Industrial  Corporation 
Public  Service  Company  of 

Colorado 
Public  Service  Electric  and 

Gas  Company 
RTE  CORPORATION 
R.J.  Reynolds  Industries,  Inc 
Richardson-Vicks  Inc. 
Sanders  Associates,  Inc. 
Santa  Fe  Industries,  Inc. 
The  Southland  Corporation 
Sparkman  Energy  Corporatioi 
Sparton  Corporation 
Teleflex  Incorporated 
Tenneco  Inc. 

The  Times  Mirror  Company 
Transamerica  Corporation 
Tyler  Corporation 
United  Energy 

Resources,  Inc. 
United  Industrial  Corporation 
United  Medical  Corporation 
Unitrode  Corporation 
Universal  Foods  Corporation 
Utah  Power  &  Light 
VF  Corporation 
Van  Dorn  Company 
Varlen  Corporation 
Washington  National 

Corporation 
Woods  Petroleum 

Corporation 
Zero  Corporation 
Potlatch/Northwest  Paper 
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Has  Toro,  the  classic  concept  stock,  pulled 
off  the  classic  turnaround?  Not  quite  yet. 


Another 
mile  to  go 


By  Jill  Andresky 

Y1  ou  remember  Toro.  The  per- 
fect concept  stock.  It  sells 
snowblowers  in  the  winter  and 
lawn  mowers  in  the  summer.  Back  in 
the  late  Seventies  it  was  one  of  the 
hottest  growth  stocks  around 
(Forbes,  Nov.  27,  1978).  Under  CEO 
David  McLaughlin— now  president  of 
Dartmouth  College — sales  went  from 
$130  million  in  1975  to  $360  million 
four  years  later,  while  earnings 
growth  averaged  80%  annually. 

But  in  1980,  as  sales  reached  $400 
million  and  the  $1  billion  mark  beck- 
oned, Minneapolis-based  Toro's  luck 
ran  out,  and  for  seemingly  the  most 
predictable  of  hazards:  two  mild  win- 
ters in  a  row,  which  collapsed  snow- 
blower  sales  from  $130  million  in 
1980  to  $6  million  in  1982  and  left  the 
company  sitting  atop  a  mountain  of 
inventory. 

"We  needed  a  more  conservative 
approach,"  admits  Ken  Melrose,  the 
third-in-command  who  rose  to  the 
presidency  after  President  Jack  Cantu 
left  and  McLaughlin  went  off  to  Dart- 
i  mouth.  "We  were  rather  opportunis- 
tic in  the  Seventies."  Opportunistic? 
Overweening  ambition  is  another 
way  of  putting  it.  "You  had  a  billion- 
dollar  management  back  then,"  says 
one  observer,  "running  what  was  a 
$200  million  company." 

Not  that  Toro  did  not  try  to  meet 
the  emergency.  But  new  problems — 
or,  as  Melrose,  an  avid  white-water 
raftsman,  likes  to  term  them,  "hidden 
rocks" — kept  cropping  up.  When  the 
i  company  tried  to  extend  its  distribu- 
tion into  mass  merchandisers  such  as 
Penney  and  Zayre,  it  succeeded  only 
in  antagonizing  its  traditional  net- 
work of  independent  distributors  and 
dealers.  When  it  brought  out  a  new 
line  of  products  aimed  at  the  lower- 


Toro  President  Ken  Melrose 


Too  conservative  now? 


priced  end  of  the  lawn  mower  and 
appliance  market,  they  were  not  up  to 
par — dangerous  for  a  company  that 
had  built  its  name  on  quality. 

Under  such  burdens,  another  com- 
pany of  Toro's  size  might  well  have 
gone  bankrupt.  But  Toro's  board  in- 
cludes such  well-connected  Minne- 
apolis luminaries  as  David  Lilly,  for- 
mer member  of  the  Federal  Reserve 
Board  and  now  dean  of  the  University 
of  Minnesota's  school  of  manage- 
ment; Stephen  Keating,  former  CEO 
of  Honeywell;  and  Mark  Willes,  chief 
financial  officer  of  General  Mills. 
With  their  help,  Melrose  negotiated 
credit  lines  worth  $100  million  good 
through  1983. 

Then  he  started  pruning.  He 
slashed  operating  expenses  by  30% 
and  the  work  force  from  4,000  to 
1,700.  He  temporarily  closed  Toro's 
six  snowblower  and  lawn  mower 
plants.  All  that  is  now  beginning  to 
show  results.  In  its  second  quarter 
Toro  rang  up  its  first  profit — 10  cents 


a  share — in  the  last  11  quarters,  and 
for  all  of  this  year  it  should  at  least 
break  even  on  about  $200  million  in 
revenues.  Those  bloated  inventories 
have  been  reduced  from  a  three-year 
to  a  one-year  supply. 

On  the  face  of  it,  the  market  funda- 
mentals also  look  good;  both  lawn 
mowers  and  snowblowers  stand  to 
profit  from  pickups  in  housing  and 
consumer  durables.  And  last  month 
the  company  registered  900,000  new 
shares  of  common,  which  will  raise 
probably  $10  million  in  order  to  help 
clean  up  the  balance  sheet  (its  total 
debt  of  $65  million  is  now  over  50% 
of  total  capitalization). 

So  is  Toro  over  the  hump  at  last? 
Not  if  there  are  more  hidden  rocks 
down  there,  and  there  may  well  be. 
For  one  thing,  new  government  regu- 
lations could  be  a  big  barrier  to  any 
recovery  in  the  consumer  lawn  mow- 
er market.  They  may  add  $30  to  $50 
to  Toro's  already  pricey  models. 
Moreover,  tight  municipal  budgets 
around  the  country  may  mean  that 
Toro  cannot  look  for  help  in  its  com- 
mercial business — mowers  and  irriga- 
tion equipment  for  parks,  golf  courses 
and  schools. 

Then  there  is  the  competition.  As  a 
tiny  independent  up  against  the  likes 
of  Textron,  Emerson  Electric  and 
Sears,  Toro  has  always  relied  on  its 
name  and  hometown  connections. 
But  now  it  faces  a  formidable  com- 
petitor in  Honda,  which  moved  into 
the  consumer  lawn  mower  market  in 
1981.  Toro's  products  are  mostly  in 
the  premium  end  of  the  market,  so  it 
may  be  vulnerable  to  Honda,  whose 
reputation  is  also  excellent  but  whose 
production  costs  are  lower  and  finan- 
cial resources  greater.  Yet  in  the  teeth 
of  this  threat,  Toro's  advertising  was 
down  almost  35%  last  year.  And  in  its 
zeal  not  to  load  down  snowblower 
distributors  with  inventory,  it  plans 
to  provide  them  with  only  $50  mil- 
lion worth — about  half  the  sales  of  the 
lawn  mower  and  commercial  lines 
last  year.  In  short,  Melrose  may  be 
playing  it  too  conservatively  now. 

Rumors  last  fall  of  a  potential  take- 
over— one  name  mentioned  was  Em- 
erson Electric — drove  Toro's  stock 
from  around  5  1/2  to  about  11,  where 
it  was  trading  recently.  Issuing  16% 
more  shares  may  make  sense  as  a  de- 
fensive move;  Melrose  is  on  record  as 
saying  Toro  wants  to  remain  indepen- 
dent. But  whether  it  is  in  the  share- 
holders' best  interests  is  another  mat- 
ter. Melrose  was  probably  smart  to 
bring  the  stock  issue  to  market  now. 
Six  months  from  now,  investors 
might  conclude  that  the  problems  at 
Toro  are  far  from  over.  ■ 


FORBES,  APRIL  25,  1983 


131 


Shopwell  is  trying  to  turn  ordinary^  super- 
markets into  gourmet  stores  for  the  masses. 
So  far  it  seems  to  be  working. 


Truffles,  anyone? 


By  Aaron  Bernstein 


J^fter  years  of  dragging  along 
JU^with  Shopwell,  Inc.  as  a  little- 
Ai^regarded,  low-profit  or  no-prof- 
it supermarket  chain  in  the  metro- 
politan New  York  City  area,  the  Ro- 
sengarten  family,  which  owns  30%  of 
the  stock  and  runs  the  shop,  knew  it 
had  better  change.  But  how? 
They  took  a  close  look  at  what  they 


had.  "We  saw  that  upscale  marketing 
was  not  being  done  in  New  York," 
says  Glen  Rosengarten,  executive 
vice  president  of  operations.  New 
Yorkers  will  think  of  Zabar's,  Balduc- 
ci's  and  others,  but  Glen  is  talking 
supermarkets.  "A  niche  that  was  not 
being  properly  addressed,"  he  says. 
"And  our  stores  were  already  located 
in  some  nice  neighborhoods." 
So,  beginning  in  1979,  Glen,  his  fa- 


ther, Martin  (the  CEO)  and  brother  Jay 
(the  chief  financial  officer)  launched  a 
major  overhaul.  They  christened  each 
remodeled  store  The  Food  Emporium, 
called  in  consultant  Len  Schechter, 
put  ties  on  the  clerks  and  filled  the 
shelves  with  items  normally  found 
only  in  gourmet  shops.  They  now 
have  13  Emporiums  and  have  up- 
graded 3  of  the  67  other  stores  in  the 
chain.  Four  more  Emporiums  are 
scheduled  this  year. 

So  far,  the  gamble  that  people  will 
pay  more  for  real  quality  seems  to  be 
paying  off  for  the  Rosengartens.  Earn- 
ings, in  deficit  in  1974  and  1975, 
moved  from  $0.46  a  share  in  1978  to 
$2.18  in  1982.  Sales  since  1978  have 
almost  doubled,  from  $272  million  to 
$477  million.  And  return  on  equity  is 
a  respectable  13.9%. 

The  idea  of  The  Food  Emporium, 
says  Glen,  35,  is  to  put  regular  and 
specialty  selections  on  the  same 
shelves  rather  than  confine  the  good 
stuff  to  the  tiny  gourmet  corner  added 
by  most  supermarkets  years  ago.  Nor 
is  that  all.  Tanks  of  live  fish  are  in- 
stalled, imported  cheese  sections 
opened,  full-time  butchers  hired  to 
cut  meat  on  demand,  the  produce  de- 
partments filled  with  $17-an-ounce 


Glen  Rosengarten  (left)  and  Jay  Rosengarten  at  a  Manhattan  Food  Emporium 
There  is  a  mass  market,  after  all,  in  kiwi  fruit  and  live  trout. 
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TPs  new  Compact  Computer 
It  takes  over  your  work,  not  your  desk 


The  ordinary  personal  computer  occu- 
es  too  much  of  the  ordinary  desk. 

Now  Texas  Instruments  brings  you  a 
>rdless  compact  computer  that  puts  much 
|  the  problem-solving  power  of  Apple™ 
I  IBM  ™  personal  computers  within  your 
iach,  wherever  you  go.  You  can  expand  its 
jternal  6K  RAM  and  34K  ROM  withTI 
plid  State  Software™  cartridges  for  an 
jfective  memory  of  up  to  168K  —  more 
tan  enough  for  most  personal  computer 
sks.  Yet  the  Compact  Computer  40™ 
smaller  than  a  magazine  page. 

TI  Solid  State  Software  cartridges, 
mtaining  up  to  128K  bytes  of  ROM,  let 
m  plug  in  powerful,  convenient,  easy-to- 
e  application  programs.  Sophisticated 
ftware  is  available  right  now  for  finance, 

ed  on  published  manufacturer's  suggested  retail  price 

lie  is  a  registered  trademark  of  Apple  Computer,  Inc  IBM  is  a 

stered  trademark  of  International  Business  Machines  Oirp 

ivnght  O  1981  Texas  Instruments 


statistics  and  production  planning.  Graph- 
ics, spreadsheet  and  word  processing  are  just 
around  the  comer. 

TheTI  Compact  Computer  40  has 
low-cost  peripherals  that  make  it  even  more 
useful:  aTl  Wafertape  ™  drive  for  conven- 
ient, reliable  program  or  data  storage; 
a  4-color  printer/plotter;  and  an  RS-232 


interface  for  talking  with  other  computers 
or  mnning  a  larger  printer. 

Its  built-in  language  isTI  Enhanced 
BASIC,  which  allows  you  to  write  programs 
in  everyday  words.  The  integrated  liquid 
crystal  display  shows  31  characters,  which 
can  be  scrolled  to  show  up  to  80  per  line.  It 
operates  on  four  AA  alkaline  batteries  that 
give  up  to  200  hours  of  service. 

The  TI  Compact  Computer  40  offers 
solutions  anywhere  you  go.  Yet  it  retails  for 
less  than  1/3  *  the  price  of  Apple™  or  IBM  ™ 
personal  computers.  TheTI  Compact  Com- 
puter —  compact  in  price  and  size,  but 
not  in  power.  See  it  soon  at  your 
Texas  Instruments  retailer.  Jf/^ 

Texas  ^* 
Instruments 

Creating  useful  products 
and  services  for  you. 


French  truffles,  kiwi  fruit,  Belgian  en- 
dives and  a  fresh  salad  bar.  "Look  at 
those  beautiful  organically  grown  to- 
matoes," says  Glen  Rosengarten  lov- 
ingly, as  he  proudly  ushers  a  visitor 
around  a  Manhattan  Food  Emporium. 
"What  other  supermarket  would  give 
you  5  kinds  of  apples  or  75  kinds  of 
mustard?" 

Moving  such  pricey  goods  in  vol- 
ume took  a  lot  of  education — of  both 
employees  and  customers.  Says  Len 
Schechter  of  Claridge  Marketing  As- 
sociation, "Ask  somebody  in  the  su- 
permarket aisle  the  difference  be- 
tween sockeye  salmon  and  pink  salm- 
on, and  they  won't  be  able  to  tell  you. 
This  kind  of  thing  requires  a  better- 
educated  clerk  and  a  higher  degree  of 
service." 

To  teach  the  customer,  each  Empo- 
rium gives  as  many  as  three  demon- 
strations a  week.  Chefs  are  brought  in 
to  demonstrate  a  fancy  recipe,  give  a 
talk  and  pass  out  samples  of  exotic 
cheeses.  Pamphlets  and  letters  tell 
shoppers  everything  from  how  to  care 
for  Romanoff  caviar  to  the  history  of 
croissants  or  how  to  choose  the  right 
coffee  beans. 

It  was  an  education  for  the  Rosen- 
gartens,  too.  Rather  than  buying  in 
bulk  at  the  cheapest  price,  as  most 
supermarkets  do,  Glen  and  Jay  had  to 
learn  to  think  like  small  specialty  gro- 
cers. They  toured  the  country,  look- 
ing for  the  kinds  of  items  they  needed 
and  teaching  themselves  about  food 
as  they  went. 

Shopwell  still  has  a  way  to  go.  Its 
profit-to-sales  ratio,  which  was  an  al- 
most unmeasurable  0.1%  when  the 
company  returned  to  profitability  in 
1976,  jumped  to  0.6%  last  year. 

But  that's  still  low  compared  with 
the  national  average  for  larger  chains, 
which  is  0.88%.  And  the  price  for 
Shopwell's  new  image  has  been  steep: 
about  $31  million  in  the  past  four 
years,  largely  paid  for  through  finance 
leases  that  have  been  capitalized  on 
the  balance  sheet  as  long-term  debt. 
The  debt-to-equity  ratio,  including 
leases,  has  dropped  from  a  1980  high 
of  2,  down  to  1.68  last  year.  But  that's 
still  high  in  the  industry. 

Says  Jay  Rosengarten,  "Obviously 
there  is  a  conflict  between  our  operat- 
ing enthusiasm  and  what  we  can  pru- 
dently afford  to  do.  In  the  last  three 
years  we  have  moved  to  strengthen 
the  balance  sheet." 

The  three  upgraded  stores  cost 
about  $1.6  million  each.  The  Empori- 
ums cost  more.  Turnaround  time  can 
take  up  to  15  months,  compared  with 
the  9  to  12  months  it  usually  takes  to 
open  a  supermarket.  Because  Empori- 
ums have  a  much  greater  percentage 


of  high-margin  items,  they  make  sig- 
nificantly higher  gross  margins.  And 
sales  in  the  least  successful  converted 
store  have  nearly  doubled. 

The  Rosengartens'  newfound  sense 
of  market  identity  did  not  come  with- 
out false  steps.  In  1974  Shopwell  tried 
to  expand  into  Massachusetts  and 
Vermont.  For  two  years  the  seven 
stores  there  dragged  the  company  into 
deficit  earnings,  and  they  were  sold  at 
an  $800,000  loss  in  1976. 

"We  made  some  basic  errors  there," 
admits  Martin  Rosengarten.  "But  it 


By  Jean  A.  Briggs 

When  James  McSwiney  re- 
tired last  April  as  chairman 
of  Mead  Corp.,  shareholders 
at  the  annual  meeting  gave  him  a 
standing  ovation.  Vice  Chairman  C. 
Greene  Garner  proclaimed  that 
McSwiney  had  had  more  influence  on 
the  company  than  anyone  since 
founder  George  Mead. 

It  was  a  touching  tribute  to 
McSwiney's  success  in  keeping  Mead 
independent  in  the  face  of  a  takeover 
bid  by  Occidental  Petroleum,  but 
McSwiney  was  certainly  leaving  in- 
coming Chairman  and  Chief  Execu- 
tive Officer  Burnell  Roberts  with  his 
hands  full. 

Not  only  have  Mead's  earnings  fall- 
en precipitously,  but  both  Moody's 
and  Standard  &  Poor's  have  lowered 
the  company's  credit  ratings.  Dayton- 
based  Mead  lost  $85.8  million,  or 
$3.29  per  share,  last  year,  its  first  loss 
since  1938.  In  the  paper  industry  only 
Crown  Zellerbach  lost  more,  and  it 
had  been  a  profit  laggard  for  years. 
What  a  comedown.  In  1979,  the  peak 
year,  Mead  made  $141  million,  or 
$5.19  per  share.  The  credit  rating  is 
down  from  A  at  S&P's  to  BBB  + . 


taught  us  to  build  on  our  base  as  a 
regional  chain." 

The  new  Rosengarten  strategy  is  al- 
ready being  tried  by  such  food  stores 
as  Safeway,  Grand  Union  and  King 
Kullen,  so  Shopwell  can't  afford  to  let 
the  grass  grow  under  its  feet.  It  still 
has  53  unconverted  stores,  and  Goth- 
amites  pushing  shopping  carts  down 
dingy  aisles  in  those  "nice  neighbor- 
hoods" are  eventually  going  to  have 
upscale  alternatives,  whether  the  Ro- 
sengartens are  the  first  to  provide 
them  or  not.  ■ 


He 


What  happened  to  Mead  Corp.? 
When  last  in  the  public  eye  in  1978,  it 
was  considered  a  well-run  company — 
it  ranked  fourth  among  forest  prod- 
ucts companies  in  The  Forbes  1979 
Report  on  American  Industry.  But 
after  the  takeover  battle,  things 
seemed  to  go  wrong.  In  January  1980, 
McSwiney's  designated  heir,  Warren 
Batts,  suddenly  resigned.  He  was  not 
unemployed  for  long,  emerging  only 
eight  months  later  in  a  far  bigger  com- 
pany. He  is  currently  president  of  $9.9 
billion  Dart  &  Kraft. 

McSwiney  now  took  the  company 
on  a  spending  spree.  He  announced  a 
$1.5  billion  capital  spending  program. 
He  piled  on  the  debt  to  boost  capacity 
47%  in  coated  paper,  30%  in  uncoated 
paper  and  13%  in  pulp. 

But  in  the  late  Seventies  returns  in 
the  white-paper  business  were  unsus- 
tainably  high  and  the  result  was  pre- 
dictable. Competitors  also  rushed  to 
add  capacity  and  saturate  the  market. 
"The  profitability  of  the  white-paper 
business  probably  won't  be  as  high  as 
it  was  in  the  late  Seventies  in  the 
foreseeable  future,"  says  Paine  Web- 
ber analyst  Lawrence  Ross. 

The  timing,  in  short,  was  terrible. 
McSwiney    won't    talk.  Director 


You  can  say  this  for  James  McSwiney  . 
has  made  Mead  Corp.  takeover-proof. 


White  paper 
drenched  in 
red  ink 
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FOR  US  WHERE 
YOU  FIND  ALL 


THE  REST 


If  insurance  brokers  all  seem  like  peas  in  a  pod  with  the  same  attitudes,  same  programs, 
same  coverages,  perhaps  it's  time  to  look  at  Frank  B.  Hall.  We're  the  world's  most  inventive 

insurance  services  firm.  The  Protection  Connection v  to  21st  Century  insurance  and  risk 
management  technology  for  significant  corporations,  both  large  and  small,  around  the  globe. 

At  Frank  B.  Hall,  we're  never  too  busy,  or  too  complacent,  or  too  distracted  to  get  excited 
about  your  needs.  We're  the  creative  force  in  our  industry.  Look  for  us  today  in  a  convenient 
location.  Find  out  what  a  unique  firm  we  really  are.  And  how  w0  Can  satisfy  your  every 
corporate  insurance  requirement  in  our  Own  special  way. 

FRANK  B.  HALL& CO.  E3a= 

The  Protection  Connection  is  a  trademark  and  servicemark  of  Hallways  Advertising;  inc  Copyright  G>  Hallways  Advertising,  Inc  .  1983.  All  rights  reserved. 


Thomas  B.  Stanley  Jr.,  one  of  the  few 
people  associated  with  Mead  who 
spoke  to  Forbes,  gave  us  the  official 
line:  "We  wanted  to  improve  the  cost- 
effectiveness  of  our  plants  and  to  in- 
crease our  market  share."  One  observ- 
er who  requests  anonymity  says, 
"McSwiney  wanted  to  be  a  hero,  and 
to  him  that  meant  building  or  acquir- 
ing." Skeptics  suggest  that  McSwiney 
was  using  all  that  debt  as  a  form  of 
shark  repellent  against  further  take- 
over bids. 

Burdensome  expansion  amid  deep 
recession  was  not  the  only  problem 
McSwiney  left  behind.  At  the  top  of 
the  list  was  a  seriously  mishandled 
antitrust  suit  about  price-fixing  in 
the  corrugated  container  market. 
McSwiney  had  refused  to  settle  out  of 
court  and  Mead  had  been  convicted  in 
one  case.  Because  the  other  36  compa- 
nies involved  in  the  suit  had  settled 
out  of  court,  Mead  could  have  been 
fined  triple  the  damages  inflicted  by 
all  the  companies,  which  might  have 
added  up  to  hundreds  of  millions  of 
dollars. 

With  McSwiney  gone,  his  successor 
Roberts  has  sensibly  agreed  to  a  $45 


million  settlement.  The  other  compa- 
nies got  away  for  an  average  of  $9 
million  each. 

The  list  of  Mead's  troubles  is  a  long 
one.  McSwiney  had  made  acquisi- 
tions. He  bought  Gulf  Consolidated 
Services,  which  sells  pipe,  valves  and 
electrical  supplies  for  refineries  and 
petrochemical  plants.  He  bought 
Murray  Rubber,  a  manufacturer  of 
rubber  products  for  the  oil-tool  indus- 
try. He  bought  Lynchburg  Foundry, 
which  makes  precision  castings  for 
the  auto,  truck  and  farm  equipment 
industries.  Together  they  lost  $51 
million  last  year. 

There  is  one  area  of  acquisition 
where  McSwiney  may  yet  be  vindi- 
cated. He  made  promising  buys  in 
such  technologically  advanced  busi- 
nesses as  database  management,  ink- 
jet  printing  and  toxic  substance  analy- 
sis. But  these  are  as  yet  only  3%  of 
sales  and  probably  not  yet  profitable. 

Looming  over  everything  now  is 
Mead's  debt,  up  from  45.8%  of  total 
capital  at  year-end  1981  to  58%  at 
year-end  1982,  including  joint-ven- 
ture debt.  Says  Kevin  Morley,  Stan- 
dard &  Poor's  paper  industry  analyst, 


Mead's  present  ( left )  and  past  chairman 
Burnell  Roberts  must  clean  up  after 
James  McSwiney's  heroics. 

"That's  high  for  a  forest  products 
company  rated  BBB  +  .  We're  looking 
for  their  markets  to  start  to  rebound. 
If  they  don't  by  midyear,  we  will  have 
to  reconsider  the  rating."  Which  has 
already  been  lowered,  remember. 

The  company  has  been  seeking  des- 
perately to  raise  money.  In  the  third 
quarter  it  sold  $75  million  worth  of 
15%%  notes  and  put  a  coal  subsidiary 
on  the  block.  It  raised  another  $92 
million  elsewhere.  In  September  it 
registered  with  the  SEC  $250  million 
of  notes  it  has  yet  to  bring  to  market. 
And  it  sold  commercial  paper  until 
the  fourth  quarter  when,  as  Goldman, 
Sachs,  its  investment  banker,  careful- 
ly phrases  it,  "We  met  with  the  com- 
pany and  suggested  that  the  commer- 
cial paper  market  was  no  longer  ap- 
propriate for  them." 

Now  the  pipe  and  valve  business 
and  the  precision-casting  business  are 
for  sale.  The  company  won't  confirm 
it,  but  word  is  out  that  it  is  also  look- 
ing for  a  partner  for  the  ink-jet  printer 
business. 

Even  granting  that  white-paper  con- 
sumption will  grow  along  with  the 
recovering  economy,  Roberts'  com- 
pany will  remain  under  great  finan- 
cial pressure.  Mead  has  sizable  cap- 
italized interest  and  depreciation 
costs  that  it  must  start  expensing, 
thus  keeping  a  lid  on  earnings.  Paine 
Webber's  Larry  Ross  expects  red  ink 
through  the  first  quarter  and  no  more 
than  60  cents  a  share  for  the  year.  The 
dividend,  already  cut  in  half,  is  still 
not  safe.  The  applause  at  McSwiney's 
departure  has  an  ironic  ring.  ■ 
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A  CEO's  POINT  OF  VIEW 


row:  Paul  G.  Miller.  Commer 
Moseley.  USF&G  Corporation 
esey.  Citicorp  Financial  Inc. 


rcial  Credit  Com 
n.  Standing-:  He: 


.  Invitation  from  the  Governor  of  Maryland 

du  are  invited  to  experience  Maryland 
'Ugh  the  words  of  five  chief  executive  offi- 
from  our  fast-growing  service  sector.  . 
ices  are  more  in  demand  than  ever  before 
will  continue  to  prosper  in  Maryland, 
le  returns  on  our  investment  in  the  market - 
Df  Maryland  to  business  and  industry  have 
i.  and  continue  to  be.  extraordinary.  Last 
'  alone  we  attracted  nearly  $1  billion  in  new 
tal  investment  through  industrial  and  corn- 
eal growth.  This  is  the  highest  level  per 
ta  in  the  country. 

ur  success  is  not  surprising;  it's  expected, 
economic  development  is  a  primary  objec- 
3f  the  State,  and  a  strong  practical  demon- 
ion  of  our  pro-business  attitude, 
is  a  classic  case  of  supply  and  demand.  We 


.  Geckle.  PHHGi 
g\  Jr. .  Crown  Ce 


Group.  Inc.:  Harry 
"entral  Petroleum  ( 


v  Hughes.  Go^ 
Corporation: 


have  what  growth-oriented  companies  want. 
And  we  have  a  lot  of  very  satisfied  customers. 
They  have  experienced  and  now  prosper  from 
our  wealth  of  business  incentives  and  locational 
advantages. 

Your  company  can  do  the  same.  Perhaps  the 
best  way  to  find' out  how  is  to  hear  our  five  top 
corporate  officers  from  the  service  sector 
explain  why  their  businesses  are  prospering  in 
Maryland. 

It  makes  for  very  profitable  reading.. 

Sincerely. 


Harry  Hughes 
Governor 


The  Forbes  Maryland  Supplement 
was  written  by  Ted  Shelsby. 


Paul  G.  Miller 
Commercial  Credit  Company 

Commercial  Credit  Company,  a 
worldwide  organization  offering 
financial,  insurance,  computer 
and  realty  services  to  businesses 
and  consumers,  makes  Maryland 
its  home. 

Founded  in  Baltimore  in  1912, 
the  company  has  become  one  of 
the  giants  of  the  financial  service 
industry. 

Commercial  Credit  started  with 
$300,000  in  borrowed  capital. 
Now  a  subsidiary  of  Control  Data 
Corporation,  Commercial  Credit 
reported  net  earnings  of  $50.2 
million  in  1981  and  listed  total 
assets  of  $5.2  billion. 

Paul  G.  Miller,  the  60-year-old 
chairman  and  chief  executive  offi- 
cer of  Commercial  Credit,  attrib- 
uted a  portion  of  the  firm's  success 


and  growth  to  its  Maryland  loca- 
tion. The  central  East  Coast 
location,  said  Miller,  offered  the 
young  company  a  good  concentra- 
tion of  potential  customers.  "This 
is  still  a  good  reason  for  us  to  stay 
here  today,"  he  stated. 

"It's  also  nice  to  have  our  head- 
quarters in  a  state  that  is  fiscally 
sound,"  Miller  noted. 

"Additionally,"  he  said,  "Balti- 
more is  a  large  financial  center  in 
its  own  right,  offering  a  complete 
range  of  financial  incentives  to 
Maryland  business  and  industry. 
There  are  several  good-sized, 
well-managed  regional  banks. 
Then  there  are  Alex  Brown  and 
T.  Rowe  Price;  investment  bank- 
ing and  stock  brokerage  are 
well-represented." 

Miller  noted  other  advantages 
to  being  in  Maryland. 

"Maryland  nurtures  new  busi- 
ness. The  state  understands  the 
importance  and  necessity  of  new 
growth  and  realizes  that  the  most 


Harbor  and  Baltimore  Skyline 


McCormick  Properties  is  looking  for 

The  Fokiunate  5oo. 


They're  out  there. 
Companies  with  an  aggressive 
attitude  that  want  to  grow  into  bigger 
companies.  McCormick  Properties 
wants  to  find  them.  We're  launching 
a  plan  that's  designed  to  identify  the 
most  successful  businesses  in  the 
region,  and  offer  them  even  more. 
More  room.  More  time.  More  freedom. 

We  currently  own  and  operate 
over  four  million  square  feet  of  office 
and  industrial  space  in  our  business 
communities  and  have  developed 
over  10  million  square  feet  at  other 
locations.  And  what  we  don't  have, 
we'll  build. 


We've  hand-picked  sites  that 
will  offer  companies  flexibility  in 
expansion.  All  away  from  mid-tow: 
in  luxurious  country  settings. 

With  over  190  companies 
already  thriving  in  prestigious 
McCormick  Properties  business 
communities,  we're  well  on  the  wa\ 
towards  finding  the  Fortunate  500. 
To  them  we  can  offer  first  class  facil 
ties  and  unprecedented  service.  Froi 
them  we  expect  only  growth. 

If  you're  ready,  give  us  a  call.  L 
not,  tear  this  ad  out  and  put  it  in  a 
prominent  place. 

Everyone  should  have  some- 
thing to  shoot  for. 


McCormick 

IPff®]p(SIfftfl(B©pnOlKg 

The  growth  company  for  growth  companies 

11011  McCormick  Road,  Hunt  Valley 
Maryland  21031  (301)  667-772c 


A  job  is  great 
when  it's  in  Maryland. 
Even  better  when 
it's  at 


Link 

SIMULATION  SYSTEMS  DIVISION 


Link  Simulation  Systems  Division  in  Silver  Spring  re- 
creates the  control  rooms  of  power  plants  and  factories, 
the  engine  rooms  of  ships,  the  command  posts  of  military 
units,  the  simulation  of  just  about  everything  but  flight, 
for  training  more  real  than  reality  can  provide. 

Link  is  a  leader  in  a  branch  of  technology  that  offers 
more  opportunity  for  growth  and  diversity  of  experience 
than  nearly  any  other.  Every  Link  simulator  program  pro- 
duces at  least  one  noteworthy  technical  advance.  And 
the  challenges  change  constantly.  If  you'd  like  to  know 
more  about  our  many  rewarding  employment  opportu- 
nities, please  send  your  resume  with  salary  history  to 
Professional  Employment,  at  Link  Simulation  Systems 
Division,  11800  Tech  Road,  Silver  Spring,  Maryland  20904. 
Or  call  (301)622-4400. 

An  Equal  Opportunity  Employer  M/F/H/V 
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otive  way  to  achieve  that 
ivth  is  through  a  cooperative 
tionship  between  the  public 
private  sectors. 
Maryland  has  struck  a  nice 
jice  between  protecting-  its 
sumers  and  providing-  finan- 
institutions  with  the  environ- 
lt  they  need  to  compete  and 
Ave'' 

[iller  expressed  satisfaction 
l  state  legislation  affecting 
nee  companies.  "We  are  cer- 
ly  better  off  with  Maryland 
slation  than  in  states  where 
ry  laws  haven't  been  modified 
11. 

I  think  a  very,  very  strong 
it,"  said  Miller,  "is  our  city  gov- 
nent  and  our  mayor.  Schaefer 
robably  the  finest  mayor  of  any 
or  U.S.  city  I  have  ever  known 
ad  the  opportunity  to  work 
i.  He  has  great  respect  for  the 
iness  community.  There  is 
ily  anything  he  won't  do  to 
i  a  company." 

[iller  also  cited  Maryland's 
amity  to  New  York,  an  advan- 
i  for  firms  that  have  to  visit 
financial  community  there, 
lether  you  fly  or  take  the  train," 
Miller,  "you  can  do  a  day's 
ness  in  New  York  and  come 
le  without  it  being  a  big  chore. 
|Same  with  Washington." 
l  terms  of  attracting  and  keep- 
employees,  Maryland  offers  a 
3  variety  of  possible  lifestyles. 
1  dential  accommodations 
i  je  from  the  many  metropoli- 
options  to  rural  locations,  to 
iDlanned  city  of  Columbia— 
k  by  local  developer,  Jim 
[se— to  towns  rich  in  history, 
Eias  Annapolis. 

;  iller  said  his  waterfront  home 
l/hite  Hall  Creek,  just  a  few 
Is  from  downtown  Annapolis, 
:  delightful,  quaint  and  his- 
place." 

Jerome  W.  Geckle, 
PHH  Group,  Inc. 

iirome  W.  Geckle  is  the  chair- 
;  i  and  chief  executive  officer  of 

I  Group,  Inc. ,  the  highly  suc- 
jrful  corporate  services  firm, 
reople  say  that  in  the  South, 
: '  do  business  in  a  very  relaxed 

comfortable  fashion.  With 
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Chesapeake 
Country 

n.  a  region;  a  district;  a  tract  of  land;  spec, 
surrounding  the  Chesapeake  Bay,  in  the  mid- 
Atlantic  region  of  the  U.S. 

If  you're  interested  tn  exploring  new  industrial  plant  locations,  you  should  be  looking 
at  Chesapeake  Country  For  prime  Industrial  sites,  please  comact  James  A  Walsh. 
Director.  Chesapeake  Country.  Economic  Development  Corp  .  P  O  Box  517.  Easton.  MD 
21601,  301/822  7039 
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some  rare  exceptions,  they  are 
sometimes  a  little  too  relaxed." 

"The  tempo  in  New  York  and 
Boston  is,  perhaps,  a  little  over- 
whelming. Sometimes  you  don't 
really  have  time  to  think  things 
through." 

"In  Maryland,"  said  Geckle,  "I 
think  we  have  a  good  blend  of  the 
two  styles.  Our  people  are  thrown 
into  these  high-tempo  business 
centers  on  a  regular  basis,  but  we 
always  come  back  to  our  shelter  in 
Maryland  to  think  things  through 
and  organize  ourselves." 

This  freedom  to  carefully  con- 
sider all  options  at  a  reasonable 
pace  may  have  had  something  to 
do  with  PHH's  success.  Despite  its 
deep  involvement  in  the  volatile 
automotive  and  housing  indus- 
tries—fleet management  and  relo- 
cation services— the  firm  has 
chalked  up  24  consecutive  years  of 
increased  earnings. 

PHH  Group  continues  to  grow 
at  an  annual  rate  of  almost  20  per- 
cent. Net  income  tripled  between 
fiscal  1978  and  1982  while  reve- 
nues increased  230  percent  from 
$143  million  to  $472  million. 

From  its  headquarters  in  Hunt 
Valley.  PHH  manages  the  automo- 
tive fleets  of  more  than  800  corpo- 
rate clients.  With  more  than 
236,000  vehicles  under  its  man- 
agement, PHH  is  General  Motors' 
largest  single  customer.  The 
Homequity  division  of  PHH  is 
America's  leading  relocation  ser- 
vice company. 

According  to  Geckle,  Mary- 
land's attitude  towards  new  busi- 
ness was  helpful  to  Duane  Peter- 
son, Harley  Howell  and  Dick 
Heather  when  they  founded  the 
firm  of  Peterson,  Howell  & 
Heather,  Inc.,  in  Baltimore  more 
than  35  years  ago. 

"They  had  a  lot  of  support  from 
people  in  local  firms  like  Alex 
Brown  &  Sons,  the  nation's  oldest 
investment  banking  firm.  We  have 
some  very  supportive  financial 
institutions  in  this  area  that  go 
beyond  what  you  find  in  some  of 
the  national  banks  to  help  new 
businesses." 

"Over  the  years,  things  have  not 
changed  much,"  Geckle  said.  "We 
still  receive  substantial  su} 


from  the  local  financial  institu- 
tions and  Brown  remains  one  of 
our  primary  investment  bankers." 

This  support  goes  beyond  the 
private  sector.  Geckle  said  he  has 
found  Maryland  governor  Harry 
Hughes  willing  to  listen  to  the 
problems  of  businesses  and  com- 
mitted to  seeking  solutions.  And 
Mayor  Schaefer  doesn't  miss  an 
opportunity  to  promote  Baltimore 
as  a  good  place  for  business. 

"Maryland,"  Geckle  continued, 
"doesn't  deprive  a  business  of  any- 
thing. We  have  communications 
capabilities  out  of  this  area  as 
good  as  or  better  than  any  other 
place  in  the  country.  We  are  close 
to  most  of  the  business  centers. 
We're  within  a  couple  of  hours  of 
New  York  and  on  the  doorstep  of 
the  nation's  capital." 

"We're  on  a  roll,  now,"  said 
Geckle.'The  revitalization  of  Balti- 
more's inner  harbor  region— with 
the  National  Aquarium,  Harbor- 
place  retail  complex,  new  conven- 
tion center,  hotels  and  office  build- 
ings—is the  kind  of  development 
that  creates  excitement  and  the 
momentum  for  even  more  growth 
in  the  future." 

Henry  A.  Rosenberg,  Jr. 
Crown  Central  Petroleum 
Corporation 

Just  about  the  time  Henry  Ford 
was  making  the  big  change  from 
the  Model  T  to  the  Model  A,  Crown 
Central  Petroleum  Corporation 
put  down  its  roots  in  Maryland. 

The  petroleum  products  refin- 


ing and  marketing  firm  "was  ori 
inally  here,"  said  chairman  and 
chief  executive  officer  Henry  A. 
Rosenberg,  Jr. ,  "because  my  fan 
ily  — the  majority  stockholder  — 
lived  here.  But,"  he  continued, 
"we're  in  Maryland  today  becaus 
it's  prudent  for  us. 

"The  state  has  a  good  philoso-i 
phy  on  trying  to  retain  businessl 
said  Rosenberg.  "Under  the  lead! 
ership  of  governor  Harry  Hugh^ 
Maryland  became  a  more  pro- 
business  state.  Harry  knows  bus 
iness.  His  thinking  and  attitude 
toward  business  are  very  positivi 
He  is  very  active  in  this  area." 

Rosenberg  finds  it  convenient 
to  be  close  to  the  nation's  capitall 
and  not  very  far  from  New  Yorkj 
"The  ability  to  get  to  Washingtol 
so  easily  makes  transacting  busl 
ness  a  bit  less  hectic.  Crown,  bei) 
in  the  oil  business,  has  to  deal  w 
the  regulatory  agencies  from  tin 
to  time.  It's  convenient  for  our  d 
pie  to  make  the  short  train  trip." 

Rosenberg  praised  the  com- 
pany's  employees.  "They  are  the; 
most  important  part  of  the  com- 
pany. It  is  important  for  us  to 
select  carefully  the  people  who 
work  for  us.  You  get  a  fine  quali 
employee  here,  well  educated  an 
well  prepared.  We  fill  just  about 
of  our  needs  from  people  right  ii 
the  area." 

Rosenberg  was  quick  to  note 
another  advantage  of  the  area:  '1 
terms  of  educational  opportuni- 
ties, I  think  we  have  a  lot  to  offe: 
Maryland  is  recognized  for  its 


The  world-acclaimed  Baltimore  symphony. 


GOME  FOR 
THE  BIGGEST 
INCENTIVE 

OF  ALL. 


In  Maryland,  we  offer  you 
a  solidly  pro-business  attitude 
that's  here  today  and 
here  tomorrow. 
A  commitment  to  help  protect 
the  profits  we  know  are  the 
lifeblood  of  Maryland. 
And  that's  making  Maryland 
the  best  place  in  America 
to  do  business.  Isn't  that 
the  biggest  incentive  of  all? 

Come  for  the  carrot. 
You'll  stay  for  the  greens. 


MARYLAND 


Write  or  call  Michael  Lofton, 
Director,  Business  and  Industrial 
Development,  Dept.  DDD,  1748,  Forest 
Drive,  Annapolis,  Maryland  21401,' 

(301)  269-3514.  i 


many  prestigious  universities. 

Crown  draws  heavily  upon  the 
advantages  Maryland  offers  busi- 
ness, but  also  prides  itself  on  giv- 
ing something  back  to  the  commu- 
nity. Rosenberg  serves  on  the 
boards  of  a  dozen  Baltimore  area 
civic  and  educational  organiza- 
tions and  the  company  throws  its 
financial  support  behind  a  number 
of  city  projects. 

"Crown  has  a  philosophy,"  said 
Rosenberg,  "that  if  you  live,  do 
business  and  make  money  in  an 
area,  it's  the  obligation  of  the  com- 
pany to  give  something  back  to  the 
community,  either  in  dollars  or 
time." 

Ronald  E.  Geesey 
Citicorp  Financial,  Inc. 

"Initially,  we  came  to  Maryland 
by  accident."  said  Ronald  E. 
Geesey,  president  of  Citicorp 
Financial,  Inc. 

Citicorp  Financial,  Inc.  is  the 
rapidly  growing  credit  card  proc- 


essing and  financial  service  sub- 
sidiary of  Citicorp.  It  was  estab- 
lished in  the  Baltimore  area  in  the 
late  1970s  after  its  parent  com- 
pany purchased  a  Maryland  credit 
card  company. 

From  its  offices  in  Towson,  a 
northern  suburb  of  Baltimore, 
Citicorp  Financial  handles  the 
complete  credit  operations  of  sev- 
eral department  stores.  The  com- 
pany also  processes  the  accounts 
of  its  more  than  450,000  Choice 
credit  cards  and  of  the  15.000 
regional  merchants  who  accept 
the  card.  "Some  of  our  business," 
said  Geesey,  "could  very  easily 
have  gone  to  other  locations.  Why 
keep  it  in  Maryland?  There  are  a 
number  of  reasons. 

"First,  this  has  been  a  fertile 
place  to  grow,"  he  said.  The  firm's 
Choice  card  business  has  grown 
about  250  percent  between  its 
1980  launch  and  the  end  of  1982. 

Geesey  cited  Maryland's 
workforce  among  the  most  pro- 


The  Atlantic  at  dawn  — Ocean  City. 


COMSAT  IN  MARYLAND 


COMSAT  Laboratories  is  the  scientific  and 
technological  foundation  of  the  Washington  D.C.- 
based  Communications  Satellite  Corporation.  It 
is  at  this  research  and  development  center  that 
new  and  innovative  ideas  are  conceived  and 
realized.  COMSAT  Laboratories,  located  in 
Clarksburg,  Maryland,  is  the  only  facility  of  its 
kind  in  the  world  devoted  exclusively  to  the 
advancement  of  satellite  communications 
technology. 

COMSATs  leadership  in  satellite  communi- 
cations is  due.  in  great  measure,  to  a  talented 
and  dedicated  staff  of  scientists,  engineers  and 


highly  skilled  support  personnel.  Their  commit- 
ment to  excellence  has  been  the  key  factor  in 
COMSAT  Laboratories'  leadership  in  creating 
and  developing  new  technologies  to  meet  the 
increasing  telecommunications  demands  of 
business  and  government.  The  people  of  the 
Labs  are  a  lively  and  spirited  force  on  the  job 
and  in  the  civic,  cultural  and  social  life  of  their 
Maryland  communities. 

If  you  want  further  information  on  COMSAT 
Laboratories  or  employment  opportunities, 
write  to  COMSAT  Labs,  Dept.  F,  22300  COM- 
SAT Drive,  Clarksburg,  Maryland  20871. 

COMSAT®  LABORATORIES 


Maryla 


sapeake  Bay  seafood  feast 


ductive  in  the  nation.  "We  get 
good  quality  help  in  Maryland  at  a 
good  price.  There  are  other  opera- 
tions in  which  the  production 
rates  are  only  80  to  75  percent  of 
what  we  get." 

"The  credit  card  business," 
Geesey  explained,  "is  fundamen- 
tally a  processing  business.  In  a 
sense,  it's  like  a  manufacturing 
business.  We  are  manufacturing  a 
service.  Production  rates  are  very, 
very  important  to  us." 

Citicorp  Financial  employs 
more  than  600  people  and  is  grow- 
ing. "As  we  grow  we  don't  have  to 
import  many  people  to  fill  posi- 
tions," said  Geesey.  "People  here 
are  very  trainable." 

Geesey  feels  that  Maryland  has 
time  on  its  side  in  an  added,  more 
subtle,  sense. 

"The  thing  I  like  best  about  liv- 
ing in  this  area  is  the  short  com- 
muting time  to  work,"  he  said. 
"I've  given  as  much  as  three  hours 
a  day  to  commuting  in  New  York 


and  London.  I  now  give  16  min- 
utes a  day  to  commuting.  This 
time  saving  is  the  greatest  advan- 
tage to  living  in  the  Baltimore 
area." 

Geesey  noted  that  being  close  to 
home  also  makes  him  more  acces- 
sible to  his  family. 

Geesey  admits  to  working  too 
hard.  Unlike  some  of  his  col- 
leagues who  escape  by  sailing  on 
the  Chesapeake  Bay  or  by  skiing 
in  Western  Maryland,  Geesey 
seeks  out  the  relaxed  atmosphere 
of  Maryland's  Eastern  Shore. 

"Talk  about  great  escapes— you 
can  leave  Baltimore  and  be  in  rural 
Southern  Maryland  or  on  the  East- 
ern Shore  in  about  an  hour  and  a 
half,  yet  it's  like  being  in  another 
world." 

Jack  Moseley 
USF&G  Corporation 

Jack  Moseley,  the  51-year-old 
chairman  and  chief  executive  offi- 
cer of  USF&G  Corporation,  speaks 


READ  ALL  ABOUT  IT! 

★  THE  BALTIMORE  SUCCESS  STORY* 


Greater  Baltimore  business  is 
1983's  big  success  story.  Read 
all  about  it  in  "Greater 
Baltimore  Busi- 
ness Update." 
This  12-page  tab- 
loid gives  you  a 
dramatic,  in-depth 
business  picture. 

What  and  who 
is  here.  Where  what 
you  want  is  located. 
How  much  things  cost. 
Why  our  labor  force  is 
unique.  And  why  people 
:  here  think  we've  got  the 
(  best  the  East  Coast  oners. 

In  Greater  Baltimore, 
we're  diverse,  successful, 


sophisticated,  convenient  and  affordable. 
Why,  there's  nothing  in  the  world  like  us. 
Send  today  for  your  copy  of  "Greater  Balti- 
more Business  Update." 

Complete  form  and  mail  to: 
Economic  Development  Council  of  Greater  Baltimore 
Suite  920-B,  2  Hopkins  Plaza 
Baltimore,  Maryland  21201 
(301)  727-0447 
Please  send  me  my  copy  of: 
□  "Greater  Baltimore  Business  Update." 
□  Also,  please  send  additional  details  on  busi- 
ness oppoitunities  in  Metropolitan  Baltimore; 
Anne  Arundel  Co.,  Baltimore  City,  Baltimore 
County,  Carroll  County,  Harford  County, 
Howard  County. 

Name  


Zip. 


Maryla 


glowingly  of  Maryland.  His  voice 
has  a  trace  of  the  Alabama  accent 
he  brought  to  Baltimore  27  years 
ago.  "No  other  city  in  the  country 
appeals  to  me  nearly  as  much  as 
Baltimore.  It  offers  everything.  I 
couldn"t  possibly  overstate  the 
quality  of  life  here— the  museums, 
the  symphony,  professional 
sports,  good  theaters  for  Broad- 
way plays  — Baltimore  has  it  all." 

"In  addition."  he  said,  "we  have 
the  Chesapeake  Bay.  Although  the 
insurance  executive  has  enjoyed 
the  excitement  of  trolling  for  rock- 
fish  on  the  bay.  he  sees  it  as  an  eco- 
nomic resource.  In  terms  of  con- 
tainer shipments,  it's  the  second 
largest  harbor  on  the  East  Coast. 

"We  are  150  miles  farther  inland 
than  Norfolk  and  not  as  congested 
as  Philadelphia.  For  things 
brought  in  or  shipped  out.  there 
are  better  rail  systems  out  of  here 
than  any  other  city  from  New 
York  to  Miami.  If  you're  shipping 


a  product,"  said  Moseley  knowl- 
edgeably,  "that  150  miles  is  impor- 
tant. You  don't  want  to  take  it  off 
the  ship  and  put  it  on  more  expen- 
sive rail  cars  one  minute  before 
you  have  to." 

Maryland  is  also  strategically 
located  for  overland  transporta- 
tion, with  overnight  truck  access 
to  30  percent  of  the  nation's  popu- 
lation and  to  a  third  of  America's 
manufacturing  establishments. 

The  company  has  made  Balti- 
more its  home  since  its  founding 
in  1896.  In  the  late  1960s,  the  fast- 
growing  firm  was  faced  with  the 
need  for  a  new  corporate  head- 
quarters building.  The  company 
chose  to  erect  a  35-story  building 
in  Maryland,  which  was  the  first 
construction  in  Baltimore's  inner 
harbor  development  and  corner- 
stone of  one  of  the  world's  most 
successful  inner-city  redevelop- 
ment efforts. 

"This  is  a  city  where  I'm  very 


much  interested  in  staying.  I  ai 
the  eighth  chairman  and,  starti 
with  the  founder,  it  never 
occurred  to  anybody  to  try  to 
move." 

According  to  Moseley,  Balti- 
more also  has  an  advantage  in 
construction  costs.  "'It  would  ha 
cost  us  considerably  more  to  ha 
our  new  building  erected  in  Ne^ 
York.  Boston  or  Philadelphia 
and  would  have  cost  as  much  inl 
Richmond.  And  it's  harder  to 
get  in  and  out  of  Richmond  tha) 
Baltimore." 

Moseley  feels  a  city  is  a  reflea 
tion  of  its  citizens  and  business! 
leaders.  "I  find  the  other  busind 
men  in  the  city  are  as  interested 
community  affairs  as  I.  We  meg 
on  common  ground.  We  want  tl 
city  to  work,  and  work  well.  Wl 
a  group  of  people  that  works  w< 
gets  together,  that  can  make  tit 
day  very,  very  pleasant." 


Think  of 
Washington& 

Baltimore 
as  our  suburbs. 

Columbia  Maryland  is  nght  between  Washington  and 
Baltimore  So  your  business  can  tap  Amenca's  fourth  largest 
market  from  a  single  address. 

You  can  move  to  Columbia  for  less  than  either  Washington 
or  Baltimore -much  less  than  both  of  them -whetheryou're 
looking  for  acres  of  land  or  square  feet  of  space.  In  fact, 
companies  like  G.E.  and  Westinghouse  have  made  Columbia 
a  thriving  business  community  in  its  own  right. 

Want  to  open  an  office  in  three  cities  and  only  Baltimore 
move  once?  Call  1-301-992-6000  for  details.  ^ 

Columbia  f) 


E  B/WIni. 
Airport 


Washington 


The  City       Columbia  .  Where  business  grows. 


THE  SHELL  BUILDING 
WITH  A  UNIQUE 
ADVANTAGE. 

FLEXIBILITY! 


The  Air  Business  Center  has  many 
unique  advantages  And  our  new  shell 

building  is  just  one  example  This 
single  story  structure  with  a  beautiful 
brick  exterior  offers  you  30.000  square 
feet  of  office  warehouse  space 

You  have  the  option  to  buy  all  30  000 
square  feet  or  only  the  amount 
of  space  you  need  In  this  way. 
it  offers  the  flexibility  of  single  or 

multi-tenant  occupancy  And  we  offer 
an  assumable  25  year  mortgage 
at  a  low  fixed  interest  rate 

But  the  most  unique  feature  about  our 

new  shell  building  is  that  you  can 
custom  design  the  interior  to  meet  your 
specific  needs  That's  flexibility1 

For  more  information  call 
G  Melvm  Mills  or  Richard  Story  at 
(301)  848-4500  ext  336. 
Or  write  to  us  at  225  North  Center  Street, 
Westminster.  Maryland  21157. 


BUSINESS 
CENTER 

INDUSTRIAL  PARK 
WESTMINSTER  MD 


WE  HELP  YOU 
ND  YOUR  OWN 
BUSINESS 


nat's  not  a  promise  we  take  lightly, 
i  fact,  telling  more  than  2,000  corpora- 
Dns  to  mind  their  own  business  has 
9en  good  business  for  us  and  very 
of  itable  advice  for  our  clients. 
The  pressures  on  profits  for  most  cor- 
xations  in  America  have  been  tre- 
endous.  Never  before  has  controlling 
)sts  become  such  a  major  corporate 
Djective.  Still,  chief  executives  from 
any  of  our  clients  have  told  me  that 
is  is  not  the  time  to  reduce  the  empha- 
s  on  sales  and  service  In  today  s 
ivironment,  it's  critically  important  to 
jve  the  right  person  in  the  right  place 
get  a  difficult  job  done.  They  need 
nely  decisions  and  productivity  mea- 
ires  that  produce  bottom  line  results. 
That's  where  PHH  Group  comes  in. 
e  help  solve  the  complex  transporta- 
pn,  relocation  and  business  aircraft 
anagement  problems  for  business, 
aving  our  clients  money  is  the  key  to 


our  success  and  the  reason  we  have 
remained  a  leader  in  the  services  busi- 
ness for  more  than  three  decades. 

FLEET  MANAGEMENT 

As  a  leader  in  providing  business  ser- 
vices, we  help  our  clients  concentrate 
on  what  they  do  best  while  we  relieve 
them  of  the  problems  of  managing 
other  essential  needs.  Through  our 
Peterson,  Howell  and  Heather  com- 
pany, we  help  800  clients  control  the 
costs  of  operating  over  225,000  cars 
and  trucks  of  all  types.  For  our  clients, 
we  purchase  and  lease  their  car  and 
truck  fleets,  analyze  costs  and  sell  the 
vehicles  when  replacement  is  due. 
Our  clients  know  that  when  they  turn 
the  business  of  cost  control  over  to 
us,  they  save  17%  or  more  of  their 
fleet  costs. 

PERSONNEL  RELOCATION 
MANAGEMENT 

Employee  relocation  is  one  of  the  most 
costly  and  difficult  problems  faced  by 
corporations  today.  Knowing  how  to 
ease  the  burden  of  relocation  for  the 
transferee  while  controlling  the  costs 
for  the  employer  calls  for  real  knowl- 
edge and  experience.  That's  why 
Homequity,  a  PHH  Group  Company 
since  1971 ,  has  grown  so  rapidly.  Today, 
Homequity  is  the  largest  company  of 
its  kind  in  the  world.  We  ve  helped  over 
450  major  corporations  relocate  more 
than  275, 000  families. 

Corporations  handling  their  own  em- 
ployee relocations  know  only  too  well 
how  costly  it  is.  Appraising,  buying, 
selling,  managing,  and  finding  homes 
are  complex  and  expensive  tasks  Most 
corporations  don't  want  to  dedicate 
their  best  talent  to  coping  with  these 


problems.  The  professional  assistance 
Homequity  brings  to  each  relocation 
reflects  itself  in  greater  employee  pro- 
ductivity as  well  as  substantial  overall 
cost  savings. 

BUSINESS  AIRCRAFT  MANAGEMENT 

This  is  a  new  service  for  PHH  Group, 
but  with  the  recent  acquisition  of 
Executive  Air  Fleet,  the  leader  in  busi- 
ness aircraft  management,  we're  long 
on  experience.  EAF  is  a  natural  fit  with 
PHH  Group  and  an  important  addition 
to  the  other  services  we  offer  our 
clients  The  difficulties  in  commercial 
aircraft  services  make  EAF  s  programs 
for  saving  companies  time  and  money 
through  chartering,  management  and 
brokerage  services  a  logical  and  excit- 
ing addition  to  the  PHH  Group  family 
of  business  services. 

MIND  YOUR  OWN  BUSINESS 

I  ve  heard  more  than  once  that  the  ser- 
vice industry  will  be  the  fastest  growing 
segment  of  American  business  in  the 
decade  ahead.  I  couldn  t  agree  more. 
As  a  Company  with  revenues  that  will 
exceed  $500  million  in  our  1983  fiscal 
year,  we  re  well  prepared  to  be  a  leader 
in  helping  shape  the  future  for  busi- 
ness services.  Certainly  we  re  excited 
about  what  we  see  happening  in  Mary- 
land and  proud  to  be  one  of  a  number 
of  leading  corporations  located  here. 
For  more  information  on  how  we  feel 
about  business  services  in  the  80s  or 
for  help  in  solving  problems  in  your 
business,  write  to  me,  Jerry  Geckle, 
Chairman,  PHH  Group,  11333  McCor- 
mickRoad,  Hunt  Valley,  Maryland  21031. 


GROUP 

WE  HELP  COMPANIES  MIND 
THEIR  OWN  BUSINESS 


WE  GREW  UP 
IN  MARYLAND. 

Becoming  one  of  the  top  twelve  insurance  companies  in  the  United  States  wasn't  easy. 
Especially  when  you  consider  there  are  nearly  2600.  For  USF&G  it  took  hard  work, 
patience  and  guidance.  It  also  took  Maryland.  The  state  that  has  the  highest  level  of  new 
capital  investment  on  a  per  capita  basis. 

From  our  40  story  headquarters  here  in  Baltimore,  we've  spent  87  years  securing  a 
reputation  all  over  the  country-  Built  on  a  consistent  underwriting  program  represented  by 
6500  independent  agents  across  the  USA.  And  while  we've  been  growing,  so  has  our 
state.  Through  a  consistent  pro-business  attitude  and  a  work  force  with  the 
ability  to  back  it  up. 

So  if  you're  interested  in  the  finest  protection  for 
your  business,  home,  auto  or  life,  contact 
an  independent  agent  who  represents  us.  {j^Ji?" 

And  if  you're  interested  in  making  all  of  it 
grow,  come  to  Maryland. 


imm 


lich  Products  Corp.,  the  outfit  that  brought 
)OU  nondairy  creamer  for  your  coffee,  is 
pringing  yet  another  great  advance  on 
Western  civilization. 


All  in  the  family 


By  Jonathan  Greenberg 

Robert  Rich  pioneered  the  non- 
dairy  dairy  industry  with  soy- 
bean-based whipping  cream 
nd  coffee  cream  that  isn't  really 
ream.  For  nearly  40  years  privately 
wned  Rich  Products  Corp.  has 
'orked  this  niche  profitably.  Now 
ich's  son,  Bob  Jr.,  president,  has 
lans  to  bring  Rich  out  of  the  niches 
>  a  fully  diversified  food  company. 
He  has  already  made  a  start.  Rich 
roducts  has  quadrupled  its  sales  over 
le  past  seven  years,  to  $400  million 
ist  year,  with  earnings  approaching  a 
ealthy  4%  of  revenues.  More  impor- 
|int,  about  half  of  that  $400  million 
'as  from  nondairy  replacement  prod- 
cts,  compared  with  about  71%  in 
975.  That's  only  the  beginning,  says 
ob  Jr.  His  goal  is  to  diversify  into  all 
reas  of  prepared  foods,  including  fro- 
pn  seafoods,  fruits  and  specialty 
!ieats.  Rich  Products  will  be  a  $1  bil- 
lon company  by  1986,  he  says,  and 
iltimately  "one  of  the  major  food  pro- 
fessing companies  in  the  world." 
I  Bob  Jr.  is  hoping  Rich's  new  Freeze 
|o  technology  will  provide  a  big 
post.  The  process  replaces  some  of 
he  free  water  molecules  in  a  product 
rith  other  naturally  occurring  mole- 
bles  like  sugar  and  salt.  The  remain- 
tg  water  becomes  bound  to  these 
lolecules,  so  that  the  product  re- 
gains soft  at  temperatures  lower  than 
le  freezing  point  of  water.  This 
jieans  that  substances  containing 
(jantities  of  sugar,  such  as  frozen 
jjuit  in  pie  fillings,  can  be  eaten  right 
lit  of  the  freezer  without  being 
pawed.  "Frozen  doesn't  necessarily 
nean  hard,"  says  Bob  Jr. 

I  Will  Freeze  Flo  ever  match  Rich 
roducts'  most  successful  product, 
ioffee  Rich?  If  it  does,  the  company  is 

I I  ready  to  cash  in.  It  holds  39  patents 


on  the  process,  which  it  says  cost 
nearly  $5  million  to  develop.  So  far,  it 
takes  in  $2.5  million  a  year  licensing 
the  process  to  50  companies.  Most  of 
them  are  in  Europe,  rather  than  in  the 
U.S.  Rich  contends  that  American 
companies  are  embarrassed  because 
his  small  company  beat  them  to  it. 
Rich  has  another  key  strategy,  ac- 


Rich  Products  '  Robert  Rich  Sr.  and  Bob  Jr. 
"Nepotism  works." 


quisitions,  which  operates  in  an  un- 
usual way.  It  seems  to  work.  Bob  Sr. 
and  Bob  Jr.  try  to  select  other  compa- 
nies that  are  also  run  by  father-son 
teams.  "We  come  along  as  a  viable 
alternative  to  the  public  companies," 
says  Bob  Sr.  "They  can  still  operate 
their  business  and  not  have  the  rug 
pulled  out  from  under  them  if  any- 
thing should  happen."  All  Rich  take- 
overs are  friendly,  he  says,  and  most 


owners  stay  on  afterward  because  the 
all-in-the-family  policy  practically 
turns  them  into  in-laws.  "This  vio- 
lates a  lot  of  rules  of  the  big  public 
companies,"  says  Bob  Jr.,  "but  nepo- 
tism works." 

Robert  Sr.,  now  69  and  Rich  Prod- 
ucts chairman,  stumbled  onto  the  se- 
cret of  nondairy  replacement  back  in 
1945  while  trying  to  find  commercial 
applications  for  what  he  had  learned 
about  product  substitution  with  the 
War  Food  Administration  during 
World  War  H.  For  the  long  train  ride 
one  day  from  Buffalo  to  a  distributor 
on  Long  Island,  he  packed  some  of  his 
new  soybean-based  "whipping 
cream"  in  dry  ice  to  keep  it  cool.  He 
didn't  intend  to  freeze  it,  but  when  he 
arrived  he  found  it  frozen  solid.  Des- 
perately he  mashed  it  up  and  found 
that  it  still  whipped  perfectly.  That, 
says  Rich,  was  the  beginning  of  the 
frozen  nondairy  products  industry — 
an  industry  that  Rich  Products  Corp., 
still  based  in  Buffalo,  has  dominated 
ever  since. 

Rich  was  also  shrewd  enough  to 
position  his  company  as  a  supplier  to 
the  food-service  sector,  the  part  of  the 
industry  that  services  restaurants, 
hospitals,  schools  and  the  like,  rather 
than  supermarkets.  The  long  storage 
life  of  his  products,  he  reasoned, 
would  appeal  more  to  cost-conscious 
food-service  operators  than  to  taste- 
conscious  consumers.  And  instead  of 
competing  head-on  with  General 
Foods-type  conglomerates  in  ad-influ- 
enced retail  markets,  Rich  quietly 
built  up  markets  behind  the  scenes. 

In  1960,  15  years  after  starting  the 
company,  Rich  brought  out  Coffee 
Rich,  a  freezable,  pourable,  nondairy 
substitute.  It  has  dominated  its  mar- 
ket since,  currently  with  a  90%  share, 
claims  Rich.  Then  the  company  de- 
veloped another  timely  product:  fro- 
zen dough.  Supermarkets  wanted  a 
fresh-baked  aroma  in  their  stores  but 
didn't  want  the  hassle  of  setting  up 
expensive  bakeries.  Today  Rich  Prod- 
ucts runs  the  largest  frozen  dough 
plant  in  the  world.  Rich  claims  that 
its  dough  for  breads,  rolls  and  pastries 
is  sold  to  most  supermarket  chains  in 
the  country.  Last  year  this  accounted 
for  nearly  $100  million  in  sales. 

While  the  Riches  are  out  acquiring 
other  companies,  a  lot  of  bigger  ac- 
quisitors  would  like  to  acquire  Rich. 
"We've  been  approached  by  literally 
every  major  food  company  in  the 
world,"  says  Bob  Jr.  expansively.  Ev- 
ery offer  is  promptly  rejected  before 
anyone  even  gets  down  to  the  figures. 
Rich's  niche  is  so  rich  that  the  Rich 
family  intends  to  keep  on  working  it 
themselves.  ■ 
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There  are  horses  for  buying  and  selling, 
and  horses  for  racing.  Guess  which  kind 
run  for  the  Triple  Crown. 


The  genetic  derby 


Hoist  a  mint  julep  and  sing 
"My  Old  Kentucky  Home."  By 
all  means  join  in  the  partying 
and  the  wonderful  madness  that  is 
Derby  Day  at  Churchill  Downs.  But 
don't  bother  betting  on  the  race.  Your 
chances  of  picking  the  winner,  no 
matter  what  the  quoted  odds  are,  no 
matter  what  the  experts  say,  will  be 
exactly  20-to-l  for  every  horse.  Twen- 
ty is  the  likely  number  of  entries,  and 
every  horse  has  exactly  the  same 
chance. 

It  isn't  that  this  year  has  produced  a 
mediocre  crop  of  Thoroughbreds, 
though,  Lord  knows,  it  has.  And  it 
isn't  that  the  best  horses  won't  be 
running,  though  at  least  three  early 
Derby  favorites — Roving  Boy,  Pillager 
and  Knightly  Rapport — are  all  in  the 
barn  for  the  duration  of  the  Triple 
Crown  campaign,  with  leg  fractures. 
The  real  problem  of  picking  a  winner 
is  that,  as  any  chalk  player  or  railbird 
can  tell  you,  form  no  longer  shows. 

Or,  to  put  it  another  way,  "It  is 
entirely  possible  that  horses  have 
reached  their  physiological  limits. 
Since  1791,  when  An  Introduction  to  a 
General  Stud  Book  was  published  in 
England,  establishing  the  pedigrees  of 
modern  Thoroughbreds,  genetic  vari- 
ability has  not  increased  significantly. 
Speed  in  a  horse  is  still  a  phenotypic 
extreme."  That's  Nat  M.  Kieffer's  ex- 
planation for  the  fact  that  with  rare 
exceptions  such  as  Secretariat — who 
set  the  Kentucky  Derby's  distance 
record  of  1:59.4  in  1973— Derby 
horses  today  are  running  no  faster 
than  they  did  three  or  four  decades 


ago,  despite  improved  breeding,  better 
training  and  superior  health  care. 

Nat  Kieffer  knows  what  he  is  talk- 
ing about.  A  professor  of  genetics  at 
Texas  A&M,  Kieffer  is  one  of  the  na- 
tion's leading  experts  in  equine  genet- 
ics and  as  good  a  judge  of  prime  horse- 
flesh as  ever  traded  ponies  along  the 
Brazos.  And  what  Nat  Kieffer's  expla- 
nation means,  in  simple  terms,  is  that 
all  the  money  being  poured  into  the 
big  summer  yearling  sales  at  Keene- 
land — over  $100  million  last  year,  for 
an  average  $337,000  per  horse,  com- 
pared with  little  more  than  $10  mil- 
lion, or  $32,000  a  horse  in  1971,  when 
Secretariat  was  a  yearling — is  produc- 
ing more  expensive  horses,  but  not 
necessarily  faster  horses. 

Horses,  of  course,  are  not  bred  to 
break  records.  "Records  are  a  human 
concern,"  says  Kieffer.  "Winning  is 
what  horse  racing  is  really  all  about. 
And  it  doesn't  matter  to  an  owner 
whether  his  horse  wins  in  the  fastest 
time  or  the  slowest,  just  so  long  as  his 
horse's  nose  is  first  across  the  wire." 
True,  but  over  time,  given  the  sub- 
stantial advances  in  veterinary  medi- 
cine and  equine  nutrition,  racing 
speeds  ought  to  have  improved.  And 
they  have,  but  not  by  very  much.  In 
1896,  the  first  year  the  Kentucky 
Derby  was  raced  over  its  present  1 XA- 
mile-distance,  Ben  Brush's  winning 
time  was  2:07.75.  In  1974,  the  year 
after  Secretariat's  run  for  both  the  rec- 
ord books  and  the  roses,  Cannonade 
crossed  the  wire  at  2:04. 

Contrast  that  performance  with  the 
assault  on  the  human  record  for  the 


See  how  they  run 

Since  1896,  when  Edwin  Flack  of 
Great  Britain  took  the  first  Olym- 
pic 1, 500-meter  race  in  the  mile- 
equivalent  rime  of  4:53.87,  hum 
performance  over  the  mile  dis- 
tance has  dramatically  improved. 
But  horses  have  not  gotten  no- 
ticeably faster.  While  record  times 
for  the  human  mile  represent  op- 
timal performances  and  are  not  rep 
resentative  of  all  humans  run- 
ning, neither  are  performances  in 
the  Kentucky  Derby  representa- 
tive of  all  horses.  By  the  time  a 
horse  reaches  the  Derby,  it  has 
proved  itself  in  several  major  stake 
competitions.  Thus,  there  is  a 
natural  selection  in  all  competitioi 
toward  superior  performance. 

Nevertheless,  horses  are  run- 
ning only  slightly  faster  now  than 
90  years  ago.  The  reason,  it  turns 
out,  is  that  racing  capacity — the 
ability  to  carry  weight  over  dis- 
tance in  a  very  fast  time — is  a  hy- 
brid characteristic,  and  has  a  ten- 
dency to  be  bred  out,  as  fast  horse 
are  mated  to  each  other.  Good 
training  and  good  preparation  pla\ 
at  least  as  important  a  role  as 
breeding  in  a  horse's  winning  per- 
formance. At  least  in  race  horses, 
nurture,  rather  than  nature,  has  th 
upper  hand. 


"fry  ^jt 


mile.  In  1896  Edwin  Flack  of  Gres 
Britain  won  the  first  Olympic  1 ,50fl 
meter  race  in  the  uninspiring  time  c 
4:33.2,  equivalent  to  a  mile  run  i 
4:53.87.  By  1981  Steve  Ovett  of  Gre; 
Britain  had  brought  the  time  for  th 
mile  down  to  3:47.33,  an  improv 
ment  of  1:06.54,  or  22.65%.  If  Kei 
tucky  Derby  performances  had  in 
proved  at  the  same  rate,  the  winnir 
horse  might  well  be  expected  to  tur 
in  a  blazing  1:38. 

Why  are  humans  getting  so  muc 
faster  while  horses  are  stagnating 
Horses,  after  all,  are  bred  for  sped 
That  is,  they  are  mated  with  the  ol 
jective  of  bringing  some  group  of  chai 


148 


FORBES,  APRIL  25,  198 


900      1905     1910      1915      1920      1925      1930      1935      1940      1945      1950      1955      1960      1965      1970      1975      1980  1983 
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:teristics  relating  to  speed — large 
.ng  capacity,  strong  flanks — to  the 
re,  while  nobody,  at  least  since  Hit- 
'r,  has  seriously  suggested  that  nu- 
tans could  be  bred  the  same  way. 
ccording  to  the  logic  often  used  by 
iipremacists  and  chauvinists  of  all 
ripes,  equine  performance  ought  to 
:  improving  while  humans  stagnate, 
horoughbred  horses  do,  in  a  way, 
imstitute  a  master  race.  All  regis- 
red  Thoroughbreds  can  trace  their 
oodlines  back  to  one  of  three  stal- 
3ns  imported  into  England  between 
)90  and  1 730,  and  43  mares  to  which 
jtey  were  bred  (other  stallions  and 
her  mares  were  bred  into  this  group, 


but  all  existing  Thoroughbreds  can 
trace  their  lineage  backward  only 
through  this  select  group  of  horses; 
other  lines  have  died  out).  Therefore, 
through  a  constant  and  proper  selec- 
tion of  desirable  traits,  better,  bigger, 
stronger  and  faster  horses  ought  to  be 
the  result,  if  breeding  really  counted. 

But  there  is  substantial  evidence 
that  breeding  is  meaningless.  Accord- 
ing to  Kieffer,  who  is  writing  a  book 
on  the  subject,  genetic  variability  in 
horses  is  probably  about  the  same  for 
the  16th  century  as  for  the  20th.  In- 
breeding coefficients  are  generally  on 
the  order  of  less  than  1%,  and  an 
inbreeding  coefficient  as  high  as  even 


7%  is  considered  extremely  rare.  "A 
horse  has  32  pairs  of  chromosomes," 
explains  Kieffer.  "That  means  that 
there  are  a  minimum  of  4  billion 
crosses  possible  with  each  mating. 
How  can  you  inbreed  with  so  many 
crosses?"  Breeding  for  racing  capacity 
(the  ability  to  carry  weight  over  dis- 
tance at  a  very  fast  time),  in  fact,  is 
most  popularly  done  only  by  out- 
breeding, since  superior  speed  in  a 
horse  is  a  hybrid  characteristic.  What 
that  means  simply  is  that  if  you  take 
two  fast  horses  and  mate  them,  the 
chances  are  very  good  that  the  off- 
spring will  be  of  no  better  than  aver- 
age speed.  The  best  modern  example 
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of  that  is  the  get  of  Secretariat,  who, 
with  few  exceptions,  have  failed  to 
come  even  remotely  close  to  meeting 
their  sire's  performance.  Says  Kieffer: 
"I  would  never  pick  a  horse  on  a  ge- 
netic basis.  There  is  always  a  regres- 
sion toward  the  average,  which  is 
steepest  in  parents  with  the  greatest 
hybrid  vigoi."  That's  Kieffer 's  way  of 
saying  that  betting  on  bloodlines  is  for 
suckers. 

Still,  there  is  the  nagging  question: 
Even  if  breeding  doesn't  count,  surely 
races  can  be  run  faster.  Human  perfor- 
mances have  certainly  been  augment- 
ed by  improved  equipment,  better 
track  design  (see  fxj.x)  and  better  train- 
ing methods,  not  to  mention  an  in- 


Gaty  Potter  ( left )  with  test  horse 

The  key  to  speed  is  conditioning. 

creased  understanding  of  physiology. 
Why  haven't  horses'  performances 
improved? 

According  to  Gary  Potter,  a  col- 
league of  Kieffer's  and  an  expert  in 
equine  exercise  physiology,  the  an- 
swer is  that  an  average  racehorse  is 
much  like  the  average  American:  He 


o 


eats  what  isn't  good  for  him  and  h< 
doesn't  get  enough  exercise.  In  short 
the  real  key  to  the  continued  pool 
performance  of  horses  under  racinj 
conditions,  claims  Potter,  is  poor  conj 
ditioning.  "It  is  actually  remarkah 
that  horses  run  as  fast  as  they  do 
says  Potter,  "given  their  diets." 

Equally  remarkable  is  the  lack 
distance  conditioning  to  which  horse 
are  subjected.  While  a  world-cla 
miler  typically  will  run  upwards  of  7( 
miles  a  week  to  build  up  stamina  for 
single  race,  most  horses  are  gallope 
at  distances  shorter  than  those 
which  they  will  be  exposed  under  rac 
ing  conditions.  Few  of  the  horses 
the  Derby  will  have  actually  raced  th 
1  Vi-mile  distance  by  post  time 
May  7.  The  net  result  of  that,  sayj 
Potter,  is  that  virtually  all  of  tU 
horses  will  be  gasping  their  way  to  thj 
finish  line.  Kieffer  agrees:  "For 
typical  Derby,  the  horse  that  is  in  th) 


0] 


A  great  leap  forward 


One  major  difference  separating  humans  and  horses 
when  it  comes  to  setting  records  has  been  the  great 
improvement  in  the  design  and  engineering  of  equip- 
ment for  track  and  field,  from  fiberglass  poles  for  pole- 
vaulting  to  sophisticated  track  shoes.  In  the  days  of  the 
bamboo  pole,  vaulters  jumped  in  the  13 -foot  range. 
When  aluminum  poles  replaced  them,  vaulters  were 
able  to  fly  another  2  feet.  Today,  with  flexible  fiberglass 
poles,  vaulters  have  broken  19  feet. 

For  runners,  the  most  important  advance  may  be  in 
the  track  surface  itself.  In  February,  Eamonn  Coghlin 
set  a  world  indoor  mark  of  3:49.78  on  the  two-year-old, 
ten-lap-to-the-mile  track  at  the  Meadowland's  Brendan 
Byrne  Arena  in  New  Jersey.  Though  Coghlin  is  un- 
doubtedly a  very  speedy  Irishman,  a  state-of-the-art 
track  takes  part  of  the  credit  for  his  record. 

Behind  the  design  of  the  Meadowlands  track  is  Floyd 
Highfill,  whose  company,  Tracks  West,  has  designed 
and  built  some  23  competitive  tracks  since  the  mid- 
1960s,  at  sites  ranging  from  New 
Jersey's  Meadowlands  and  Madi- 
son Square  Garden  in  New  York 
to  the  Silverdome  in  Pontiac, 
Mich.  "There's  no  doubt  you  can 
run  faster  on  some  tracks,"  he 
says.  "And  there's  no  doubt  you 
sell  more  tickets  for  meets  when 
the  best  athletes  are  there  setting 
records." 

Running  well  on  an  indoor 
track  is  almost  an  art,  from  learn- 
ing how  to  take  the  banked  turns 
to  plotting  strategy  over  ten  laps.  Indoor  tracks  arc  often 
as  narrow  as  alleyways,  with  tight,  unevenly  banked 
comers  and  pitted,  soft  surfaces. 

Three  major  variables  go  into  improving  the  speed  of 
such  competitive  tracks.  The  first  is  banking.  As  arenas 
have  gotten  larger,  the  banking  of  tracks  has  gotten 
higher,  helping  a  runner  defeat  the  pull  of  centrifugal 
force.  Highfill's  tracks  have  a  further  advantage:  banked 


Assembling  the  track  at  the  Meadowlands 
Unleashing  the  athlete's  potential. 


curves  that  fall  off  quickly,  allowing  runners  in  certain 
lanes  to  get  a  "push"  down  the  straightaway.  "It's  a 
very  subtle  difference,"  says  Larry  Rawson,  an  ESPN 
track  and  field  commentator,  "but  with  the  speed  of 
these  athletes  it  can  make  the  difference  between  set- 
ting a  record  or  not." 

Highfill,  a  chemical  engineer,  works  with  a  modified 
engineering  equation  used  by  road  builders  to  calculate 
the  correct  banking  on  the  basis  of  the  size  of  the  track, 
the  radius  of  the  turns  and  the  speed  at  which  the 
runners  will  be  moving.  For  competitive  tracks,  he 
plugs  in  an  average  time  of  a  four-minute  mile  to  get  a 
banking  that  can  be  used  by  everyone  from  a  sprinter  to 
a  middle-distance  runner. 

Two  other  variables — the  actual  surface  and  the  sup- 
port undercarriage  of  the  track — also  affect  a  runner's 
time.  In  the  mid-1970s  two  professors,  Peter  Greene 
and  Thomas  McMahon,  used  a  computer  to  study  the 
properties  of  various  surfaces,  from  concrete  to  pillows, 
while  designing  a  track  for  Har- 
vard University.  Surprisingly, 
they  found  plywood  to  have  the 
best  characteristics  for  speed.  A 
well-designed  wood  track,  they 
discovered,  will  return  a  good 
portion  of  the  energy  a  runner 
expends,  while  a  poorly  suspend- 
ed, rubberized  track  will  throw  a 
runner's  rhythm  off  and  return 
very  little. 
Highfill's  latest  tracks,  such  as 

  the        Meadowlands  (cost: 

$200,000),  are  the  result  of  his  own  soles-of-the-feet 
experience  and  intuition  and  Greene  and  McMahon's 
theoretical  studies.  In  1978  Madison  Square  Garden 
brought  the  two  groups  together.  The  results  point  up 
the  impressive  possibilities  of  improved  equipment.  In 
the  first  year,  1980,  on  the  Garden's  new  track,  12 
world,  8  U.S.,  3  Madison  Square  Garden  and  13  meet 
records  were  set. — Robert  Teitelman 
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l-i  thrives  on  long-term  commitments  like  this. 
And  so  do  our  customers. 


Vhat  you  see  here  under  con- 
traction is  the  nation's  first 
ommercial-scale  coal  gasifica- 
:on  plant — project-managed  by 
l-E  Lummus  since  the  early 
tages  of  design  and  engineer- 
pg,  which  began  in  1974.  At  left 
>  a  nearly  complete  coal-burning 
lower  station,  with  two  large 
jteam  supply  systems  from  C-E 
tower  Systems. 

All  over  the  world,  we're 
wolved  in  major  projects  that 
squire  years  from  planning 
irough  design  and  engineer- 
lg  to  completion.  We  even 


continue  to  help  customers  with 
operating  and  maintenance  ser- 
vices long  after  their  plants  come 
on-line. 

Commitments  like  these 
contribute  to  C-E's  long-term 
performance  as  a  company.  So 
does  the  worldwide  scope  of  our 
business.  In  fact,  more  than  one- 
third  of  our  revenue  now  comes 
from  outside  the  United  States. 

Combustion  Engineering 
supplies  products  and  services 
for  oil  and  gas,  power  generation, 
petrochemical,  process  indus- 
tries, and  other  industrial 


markets  worldwide.  For  more  in- 
formation about  our  diverse 
lines  of  business  and  a  listing  of 
our  offices  around  the  world, 
write:  Combustion  Engineering, 
Inc., Dept.  7004-276,  900  Long 
Ridge  Rd.,  P.O.  Box  9308, 
Stamford,  CT,  USA  06904. 


COMBUSTION 
ENGINEERING 


m 

Energy  Technology.  Worldwide. 


Communication  Concepts  from  the  Bell  System: 

How  to  be  10 
99.5%  of  th 


Today,  with  the  sheer  volume  of  infor- 
mation being  transmitted,  the  neces- 
sity of  having  to  retransmit  data  that  was 
garbled  is  not  only  inefficient  and  nonpro- 
ductive, it  can  double  the  time  it  takes  to 
receive  accurate  data.  The  engineers,  scien- 
tists and  marketing  executives  of  the  Bell 
Network  have  developed  communication 
concepts  that  allow  you  to  be  certain  that 
what  you  send  is  what  they  get— the  first 
time,  99.5%  of  the  time. 

Consider  this  scenario:  You  have  an  inquiry 
response  system  that  provides  information  on 
demand.  This  data  is  virtually  error-free.  You 
select  among  a  variety  of  transmission  speeds. 
Retransmissions,  practically  nil.  Downtime, 
minimal. 

The  concept  is  Data  Management  through 
Bell  s  Data  Information  Systems.  And  with 
Dataphone®  Digital  Service,  you  are  able  to  trans- 
mit 56,000  bits  of  information  each  second, 
accurately  and  reliably.  In  fact,  99.5%  accurate. 
99.9%  reliable.  At  any  speed. 

How?  Digital  transmission  through  the  most 
powerful  communication  network  in  the  world, 
the  Bell  Network.  Digital  eliminates  the  prob- 
lems created  by  noise  and  distortion  over  distance. 
The  flexibility  and  back-up  system  of  the  Bell  Network  monitors  accuracy,  notes  trouble  spots 
and  takes  corrective  action.  The  Network  can  even  tell  you  the  location  of  the  problem  even  if  it's 
your  own  equipment.  Your  people  have  more  time  to  do  productive  work  because  troubles  and 
retransmissions  have  been  reduced  to  a  minimum. 

As  part  of  a  Telemarketing  (marketing  over  distance)  operation,  the  superior  performance  of 
Dataphone  Digital  Service  allows  your  people  and  their  customers  to  benefit  from  a  more  respon- 
sive, sleeker,  more  reliable  form  of  transmitted  information.  It  not  only  can  get  more  out  of  a 
second,  it  can  get  more  out  of  a  penny. 

To  handle  high  volumes  of  data,  Bell  has  both  digital  and  analog  High-Capacity  Channels  that 
can  "bundle"  your  data,  voice  and  image  transmissions  for  better  efficiency,  performance  and  economy. 

For  analog  transmission,  Bell's  Expanded  800  service  allows  you  to  predesignate  the  routes  your 
data  will  take.  \bur  unique  network  within  the  Network  allows  you  to  distribute  dial-up  traffic  for 
maximum  efficiency. 

To  find  out  how  Bell  can  help  you  tailor  a  high-performance  data  system,  large  or  small,  that 
puts  the  Network  to  work  for  you,  call  \  $00  821 "21 21 

Communication  Concepts  from  the  Bell  System 
Expanding  your  ability  to  communicate. 
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lead  at  the  head  of  the  stretch,  if  he 
has  sufficient  reserves,  will  usually 
take  the  race." 

According  to  Potter,  racing  times 
will  not  improve  dramatically  until 
training  methods  are  improved.  "The 


average  trainer,"  he  says,  "is  not  real- 
ly methodological.  If  a  particular  regi- 
men works  for  one  horse,  he  follows  it 
for  all  his  horses.  Those  that  respond, 
that  win,  many  trainers  will  ascribe  to 
good  training.  Those  that  lose,  or  per- 
form poorly,  they  put  off  to  bad  blood- 
lines." There  may  be  little  hope  for 
immediate  improvement.  Trainers 
are  a  highly  individualistic  lot,  who 
pick  up  most  of  their  knowledge  from 
being  around  horses,  rather  than  in 


the  lab  or  classroom. 

Were  it  not  for  the  exorbitant  prices 
being  paid  for  horses,  it  probably^ 
wouldn't  make  much  difference  that 
their  racing  performances  aren't  lm-j 
proving  the  way  humans'  are.  Then 
again,  says  the  old  Armenian  proverb! 
"The  wise  horse  cares  not  how  fast  a 
man  may  run." 

And  nobody  has  ever  bought  a 
Thoroughbred  racehorse  because  if 
performed  like  a  debenture. 


David  Unger  and  Dennis  Gormley 
Jr.  would  both  welcome  a  little 
competition  in  their  marketplace. 
They  are  feeling  a  bit  lonely  in  their 
business  of  providing  environment 
control  and  energy  conservation  ser- 
vices to  building  owners.  While  an 
Arthur  D.  Little  study  says  that  such 
services  have  a  near-term  earnings  po- 
tential of  $1.3  billion,  what  the  energy 
management  business  really  needs 
right  now  is  a  little  respect.  "One  or 
two  large,  serious  competitors  might 
legitimize  what  we're  doing  and  give 
the  industry  more  acceptance,"  says 
Gormley,  vice  president  and  general 
manager  of  New  York  City-based 
Scallop  Thermal  Management.  Adds 
Unger  of   Chicago-based  Mid-Res, 


A  technician  in  every  boiler 

"We  are  not  exactly  fighting  for  mar- 
ket share  at  this  time." 

The  energy  management  business, 
although  still  new  in  the  U.S.,  has 
been  alive  and  well  in  France  for  near- 
ly 40  years.  Called  chauffage,  French 
for  heating,  the  industry  was  born 
after  World  War  II,  when  fuel  was 
scarce  and  building  owners  contract- 
ed out  their  heating  and  ventilating 
services.  For  a  monthly  fee,  the  con- 
tractor warmed  the  building  to  a 
specified  temperature.  How  the  con- 
tractor got  the  fuel  or  ran  the  heating 
system  was  up  to  him. 

Today,  as  many  as  70%  of  France's 
apartment  and  commercial  buildings 
have  chauffage  contracts.  But  there 
was  no  similar  postwar  fuel  shortage 


Remote  control 


As  employees  leave  on  Friday,  the  building's  microprocessor  turns  down 
the  heat.  But  for  a  Saturday  meeting,  an  operator  hundreds  of  miles  away 
sends  a  command  over  telephone Jines  to  switch  on  the  heat  and  lights. 


in  the  U.S.  Energy  here  was  cheap— 
until  the  1970s.  Then,  as  energy 
prices  shot  up,  chauffage  began  tc 
look  marketable  in  the  U.S.  But  therfi 
was  a  major  difference.  In  the  U.S.  thfl 
business  became  one  of  guaranteeing 
energy  conservation  rather  than  ona 
of  simply  guaranteeing  supply. 

That  didn't  work,  either.  Man) 
buildings  were  heated  by  the  tenants 
rather  than  the  owners,  who  therefore 
had  little  interest  in  conservation 
Any  owner-occupied  building  larg< 
enough  to  warrant  energy  control 
owners  reasoned,  was  large  enough  t<| 
warrant  hiring  an  in-house  staff  to  dq 
the  job. 

Despite  these  missteps,  chauffag< 
still  managed  to  make  some  progresi 
in  the  U.S.  Among  firms  offering  sep 
vices,  Scallop,  owned  by  Royaj 
Dutch/Shell,  probably  comes  th 
closest  to  true  French-style  chauffage 
After  analyzing  a  building's  HVAC 
(heating,  ventilating  and  air-condi| 
tioning)  and  lighting  systems,  Scallo] 
will  make  a  bid  to  operate  the  build 
ing  at,  say,  95%  of  current  energ 
consumption.  Scallop  then  makes  an 
needed  capital  expenditures,  pays  a 
utility  bills,  services  the  HVAC 
equipment  and  puts  technicians  i| 
the  building  to  monitor  the  systerc 
The  client  sends  Scallop  a  monthl 
payment  to  cover  a  95%  consumptio: 
level,  and  Scallop's  income  is  the  dii 
ference  between  the  95%  and  the  ao 
tual  consumption  level. 

Scallop's  largest  customer  to  date  i 
Philadelphia's  Hahnemann  Univers: 
ty  and  Hospital.  Under  a  ten-year  con 
tract  that  began  in  1982,  Scallop  guai 
antees  to  cut  Hahnemann's  energ 
consumption  from  97%  of  its  baa 
level  (some  360  billion  Btu)  in  the  firs 
year  to  88%  in  the  tenth.  That's 
guaranteed  $4.5  million  energy  sai 
ings  for  Hahnemann — whose  fu 
bills  now  average  $6  million  a  year — 
energy  prices  remain  stable. 

In  1982  Hahnemann's  actual  energ 
consumption  was  82%  of  the  baa 
level,  giving  Scallop  a  15%  incorc 
margin.  And  Gormley  expects  19$ 
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LET  E-COM  "SIGN,  SEAL,  AND 
DELIVER"  YOUR  MAIL  FOR  LESS 
HAN  YOU'RE  SPENDING  NOW. 


There's  a  better  way  to  send  out  com- 
puter-originated mail.  The  Postal  Service's 
E-COM  Service.  It  lets  your  computer 
transmit  directly  to  ours.  So  you  can  send 
announcements  and  invoices,  for  example, 
while  you  bypass  a  lot  of  work-and  expense. 

E-COM  Service  is  a  cooperative  effort 
between  private  sector  communication  car- 


riers and  your  Post  Office.  Here's  how  it 
works.  Once  your  system  is  set  up  for  E-COM 
Service,  your  computer  operator  simply  pre- 
pares the  message.  It's  then  transmitted  as 
data,  by  telephone  or  other  communication 
carrier,  to  any  one  or  more  of  25  Serving  Post 
Offices  throughout  the  country.  And  E-COM 
Service  takes  care  of  all  the  rest. 


It  prints  your  messages,  which  can  be  up 
to  two  pages  long.  Folds  them.  And  puts  them 
in  envelopes,  all  at  the  Post  Office. 


t  provides  blue-and-white 
envelopes-for  impact 


It  saves  you  time  by  letting  you 
transmit  your  message  directly  to 
the  Post  Office  by  telephone  or 
other  communication  carrier.  And 
it  saves  time  by  printing  your 
message  right  at  the  Post  Office. 
Then  it  delivers  your  mail  in  just  2 
days  or  less. 


It  gives  you  all  this-which  cuts  your  labor 
costs,  too-for  26c  for  the  first  page.  And  only 
5C  more  for  the  second.  Postage,  paper  & 
envelopes  included. 


We  can  help  you  figure  out  the  best 
way  to  link  up  with  E-COM  Service. 
And  we  can  even  give  you  any  technical 
advice  you  might  need. 
So  why  not  let  new  E-COM  Service 
give  you  a  hand  with  the  mail?  For 
more  information,  simply  call  or  write 
your  communication  carrier  or  your 
local  Postmaster. 


E  COM 

IT  DELIVERS  SAVINGS  ALONG  WITH  THE  MAIL. 
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savings  to  reach  25%.  Savings  beyond 
25%  are  split  between  Hahnemann 
and  Scallop  to  give  Hahnemann  an 
incentive  to  conserve.  Still,  if  Scallop 
keeps  consumption  at  only  75%  for 
the  ten  years,  it  will  gross  more  than 
$10  million  against  its  expected  cap- 
ital costs  of  only  $2.5  million,  plus 
servicing  costs. 

While  Scallop  operates  on  the 
chauffage  concept  of  the  technician  in 
the  boiler  room,  energy  manage- 
ment— an  American  hybrid — has 
sprung  up.  Here  buildings  are  moni- 
tored from  a  remote  location.  The 
heating  and  lights  are  turned  on  and 
off  by  computers.  This  centralized 
control  system  allows  small  business- 
es to  have  access  to  equipment  they 
otherwise  could  not  afford.  Most  ac- 
tive in  this  have  been  Johnson  Con- 
trols and  Honeywell. 


Generally  the  system  works  like 
this:  Engineers  estimate  a  building's 
potential  savings  and  quote  a  month- 
ly fee.  Honeywell  sets  a  fee  equal  to 
about  one-third  of  that  savings,,  while 
Johnson  bases  its  fee  on  the  cost  of  the 
work  to  be  done.  Then,  Honeywell  or 
Johnson  installs  a  microprocessor 
unit  to  monitor  and  control  the  build- 
ing's HVAC  systems.  That  unit  in 
turn  is  linked  by  regular  telephone 
lines  to  a  central  control  station.  At 
Honeywell's  center  in  Atlanta  or 
Johnson  Controls'  in  Milwaukee,  op- 
erators monitor  for  system  failures 
and  alter  building  programs  when 
necessary.  Both  companies  pay  for  the 
installation  and  servicing  of  all  con- 
trol equipment,  and  building  owners 
are  responsible  for  utility  bills  and  the 
purchase  or  repair  of  furnaces,  pumps 
or  other  HVAC  equipment.  Hon- 
eywell, for  instance,  guarantees  that 
the  customer's  savings  will  exceed 
the  monthly  fee.  Johnson  prefers  not 
to  guarantee  savings  but  offers  a  flexi- 
ble financing  plan. 

Remote  control  energy  manage- 


ment was  long  limited  by  the  high 
cost  of  communications.  But  today 
long-distance  data  communications 
over  telephone  lines  is  economical 
and  m-house  communications  over  a 
building's  existing  wiring  is  possible, 
so  remote  energy  management  can  be 
practiced  for  buildings  as  small  as 
25,000  square  feet. 

There's  a  third  alternative.  Mid- 
Res,  partially  owned  by  France's 
number  two  chauffage  firm,  Cofreth 
S.A.,  offers  a  remote  monitoring  ser- 
vice along  with  more  traditional 
chauffage  financing  methods. 

Which  form  of  service  is  best?  Re- 
mote monitoring  may  give  you  access 
to  more  sophisticated  control  equip- 
ment, but  American-style  chauffage 
offers  financing — which  is  valuable 
when  money  is  expensive.  The  sim- 
ple energy  management  customer  has 
an  incentive  to  produce  additions 
savings,  but  chauffage  offers  a  more 
specific  guarantee.  So,  right  now,  it's 
six  of  one,  a  half-dozen  of  the  other, 
with  the  customer  benefiting  either 
way. — Laura  Rohmann 


Fatigue.  Delamination.  Brittle 
fracture.  Creep.  Fretting  fatigue. 
Thermal  shock.  Ductile  rupture. 
These  are  the  phenomena  that  are 
tearing  the  national  fabric  of  the  U.S. 
apart  at  a  greater  rate  than  any  politi- 
cal divisiveness.  According  to  a  new 
study  sponsored  by  the  National  Bu- 
reau of  Standards,  America  is 
literally  breaking  apart, 
groaning  under  an  annual 
$119  billion  worth  of  eco- 
nomic waste  caused  by  shat- 
tering glass,  fraying  wires 
and  buckling  girders. 

But  it's  not  all  Irwin  Allen 
movies.  Forget  the  night- 
mare visions  of  bridges  col- 
lapsing, walls  pitching  over 
and  crashing  in  a  cloud  of 
dust,  liquid  propane  tanks 
rupturing  and  exploding.  The 
effect  of  the  NBS  study  is 
more  to  be  found,  say,  in  the 
sound  of  angry  strategic  plan- 
ners and  accountants  break- 
ing their  pencils.  That's  be- 
cause fully  80%  of  the  problem  has 
nothing  to  do  with  the  actual  break- 
age of  buildings  or  bodies.  Rather,  it 
comes  from  resources,  from  capital  to 
labor  to  materials,  theoretically  wast- 
ed on  outmoded  building  methods. 
U.S.  building  and  design  codes,  it 
turns  out,  produce  structures,  aircraft 
and  machines  that  just  might  be  too 
safe  for  our  own  economic  good. 
"What  we  have  here  is  a  target  fig- 


The  breaking  up  of  America 

ure  of  what  can  best  be  done  as  far  as 
resource  saving  if  the  country  were  to 
go  to  the  best  technological  practice 
available,"  explains  Jules  Duga,  the 
project  manager  of  the  study  at  Bat- 
telle,  the  Columbus,  Ohio-based  re- 
search organization  contracted  by 
NBS  to  do  the  economic  analysis. 


Brittle  to  a  fault 

Structural  failure  broke  this  ship's  back. 


Duga  says  $35  billion  could  immedi- 
ately be  saved  if  what  is  now  known 
about  improved  materials,  quality 
control  and  design  procedures  were 
used  throughout  the  economy.  That 
does  not  include  the  cost  of  acquiring 
and  using  the  new  technologies. 

State-of-the-art  designs,  says  Duga, 
are  currently  limited  to  the  aerospace 
and  medical  implement  industries.  If 
what  has  been  learned  about  materi- 


als and  design  in  these  high-tech  in 
dustries  were  applied  to  more  mun 
dane  fields,  such  as  the  construction 
of  capital  equipment,  enormous  eco- 
nomic benefits  could  be  reaped 
"Over-design  means  that  extra  mate- 
rials are  used  unnecessarily,"  says 
Harry  McHenry,  an  NBS  supervisory 
metallurgist.  "But  better  de- 
sign allows  you  to  cut  down 
on  the  thickness  of  materials 
and  the  redundancy  of 
backup  equipment  without 
lowering  safety  standards. 
What  now  has  a  safety  factorj 
of  10  to  1  in  design  terms  cani 
often  be  built  with  a  redun 
dancy  of  2  to  1  and  still  be 
just  as  safe." 

In  an  era  characterized  by 
slapdash  construction  and 
generally  poor  design,  both 
from  an  esthetic  and  utilitar- 
ian viewpoint,  it  is  perhaps 
hard  to  imagine  products  be 
ing    over-designed    to  the 

  point  where  they  pose  an 

economic  threat.  But  take  a  piece  ol 
machinery  built  with  two-inch-thick 
metal  sides  that  could  be  safely  de- 
signed with  just  half  the  metal,  and 
which  is  kept  beyond  its  useful  life 
because  of  the  huge  investment  made 
in  it.  That's  as  great  an  economic  dan- 
ger as  the  cheap  and  shoddy.  These 
economic  times,  the  NBS  study  sug 
gested,  would  seem  to  require  som< 
sort  of  balance. — Jon  Schriber 


156 


FORBES,  APRIL  25,  198^ 


Not  even  Leonardo  could 
hope  to  interest 1351,000 
Italian  decision-makers 
with  his  works. 


You  can,  by  ringing 
NewYork 6846601: 

By  doing  so  you  will  discover  that  il 
Mondo,  the  highest  selling  Italian  economic 
weekly  has  a  readership  of  287,000.  Moreover, 
a  readership  which  is  85%  male  with  70%  in 
the  25/54  age  group  and  a  highly  professional 
profile  (87%  ABC,  -  67%  high  school  and 
university  graduates  -  78%  managers, 
businessmen  and  professional  people). 

You  will  also  learn  that  Europeo  is  one  of 
the  foremost  political,  topical  and  cultural 
weeklies  with  a  readership  of  1 ,064,000  of 
which  71%  is  male,  mainly  in  the  25/54  age 
group  (62%),  ABC,  class  (83%),  and  high 
school  and  university  graduates  (50%). 

Lastly,  by  calling  this  number  you  will 
have  at  your  disposal  a  staff  of  knowledgeable 
consultants  highly  experienced  in  the  Italian 
market,  and  able  to  offer  you  a  complete 
marketing  information  and  media  planning 
service,  to  help  you  solve  your 

communication  problems  in  Italy. 
Other  sole  representatives  in 
the  world: 

Paris  tel.  5006608  -  Hamburg  tel.  51 10031  - 
Basel  tel.  226575  -  Lausanne  tel.  207151  - 
Zurich  tel.  25781 1 1  -  Bruxelles  tel.  6499775  - 
Wien  tel.  757684  -  London  tel.  3857723  - 
Athenes  tel.  6929607  -  Amsterdam  tel.  178795  - 
Sao  Paulo  tel.  8534842  -  Barcelona  tel.  2050012  - 
Toronto  tel.  3642269  -  Stockholm  tel.  135000  - 
Porto  tel.  29992  -  Tokyo  tel.  4454375  - 
Johannesburg  tel.  8365978  -  Sydney  tel.  9222677. 
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Over  10,000  drinkers  across  the  country 
have  compared  the  taste  of  Imported  Windsor 
Canadian  to  the  taste  of  Seagram's  V.O. 

And  they  chose  the  mild,  smooth  taste  of 
Windsor  over  V.O.-57%  to  43%. 

If  you're  a  Windsor  drinker,  that  will 
come  as  no  surprise.  But  if  you're  not,  try  the 
taste  of  Windsor  and  find  out  for  yourself 
why  it's  the  Canadian  that  stands  alone. 

You  can't  beat  the  taste  of  Windsor.  And 
you  certainly  can't  beat  the  price. 

WINDSOR* 
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\ncient  Egyptians  operated  on  cataracts 
vith  sharp  sticks.  Procedures  were  not  a 
ireat  deal  better  until  recently. 

Taking  the  fear 
out  of  cataract 
surgery 


By  Laura  Saunders 

Eye  surgery  still  strikes  many 
laymen  as  the  utmost  test  of 
surgical  skill  and  a  patient's 
erve.  But  the  truth  is  that  eye  sur- 
ery  nowadays  is  extremely  common, 
lirly  simple  for  the  patient  and  often 
ilatively  painless.  This  year  ophthal- 
lic  surgeons  in  the  U.S.  will  operate 
n  over  550,000  cataracts  alone.  That 
fiakes  the  operation  more  common 
ban  surgery  for  hernia,  gall  bladder, 
ppendicitis  or  any  other  major  sur- 
2ry  except  hysterectomy  and  Caesar- 
in  section. 

The  procedure,  which  is  now  esti- 
lated  to  be  95%  successful,  is  neces- 
iry  if  the  lens  of  the  eye  becomes 


cloudy  (see  illustration),  a  condition 
that  often  accompanies  aging.  Left  to 
itself,  the  lens  would  become  more 
and  more  opaque  until  the  victim  was 
totally  blind. 

As  recently  as  15  years  ago  patients 
recovering  from  cataract  surgery  were 
confined  to  bed  for  at  least  ten  days 
and  then  ordered  to  rest  quietly  for 
four  weeks.  (In  fact,  says  Dr.  Charles 
Kelman,  a  leading  specialist,  the  oper- 
ation forced  some  elderly  patients 
into  inactivity  that  was  fatal.)  What's 
more,  normal  vision  couldn't  be  re- 
stored. After  recovery,  patients  were 
fitted  with  glasses  with  ungainly 
"Coke  bottle"  lenses  that  allowed 
them  to  see  well  only  when  looking 
straight  ahead. 


Edited  by  William  G.  Flanagan 

But  thanks  to  a  quantum  leap  in 
technology  made  in  the  1970s,  cata- 
ract treatment  in  all  but  the  most 
complicated  cases  is  simpler  and 
much  more  effective,  though  not  in- 
expensive. Surgery  on  one  eye  can 
cost  from  $3,000  to  $5,000,  depending 
on  what  is  done  and  where. 

The  results  of  the  new  procedures 
can  be  dramatic.  William  Merrill,  65, 
a  corporate  lawyer  in  Houston,  was 
able  to  go  back  to  his  office  on  Mon- 
day following  cataract  surgery  on 
Thursday.  William  Van  Buskirk,  57, 
CEO  of  a  small  veterinary  supply 
company  in  Connecticut,  found  that 
treatment  not  only  restored  his  sight 
but  also  corrected  the  farsightedness 
that  had  forced  him  to  wear  bifocals 
for  20  years.  Dr.  C.H.  Huvelle,  65,  a 
Litchfield,  Conn,  internist,  was  able 
to  keep  practicing  medicine.  "With 
cataracts  I  couldn't  diagnose  skin  dis- 
eases, drive  or  even  recognize  faces," 
he  says.  "I  lived  in  limbo  for  a  year 
and  a  half."  Besides  carrying  a  full 
practice,  he  jogs  three  days  a  week  and 
is  about  to  take  up  tennis  again. 

No  one  knows  what  causes  cata- 
racts, though  experts  are  fairly  certain 


Eye  with  cataract 

Surgery  is  95%  effective. 


An  intraocular  lens  implant 

The  "arms"  are  anchored  in  the  eye. 


The  original  camera 

Light  enters  the  eye  through  the  iris  and  hits  the  retina,  which  transmits 
images  to  the  brain.  With  the  lens  clouded,  no  light  can  get  through. 
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Chrysler  introduces  a  new  kind  of  luxury  car 

THE  1983  CHRYSLER  NEW  YORKER 


Imagine  a  luxury  i  or  so  advanced  it's  designed  by  computers. 
So  advanced,  robe  h<  !p  assemble  it.  So  advanced,  it's  protected 
for  5  years/50,000  v  That  luxury  car  is  here:  the  all-new 
Chrysler  New  YorK  •■.  st  front- wheel  drive  New  Yorker. 

Compare  it  to     .   ;  iuxury  cars  ever  built.  It  has  more)! 
advanced  electronics;  us  mileage  is  superior;  and  it  has  better 
road-holding  ability  ■  or  slippery  surfaces.  And  you  still 

enjoy  the  plush  room,  t  t  smooth  ride  and  the  abundance  of 

luxuries  that  are  New  :iademarks. 


The  most  technologic 

Electronics  so  advanced.  Mew  Yorker  even  m 
itself  to  help  keep  you  secure, 

Step  into  a  new  age  of  electronics.  You  enjoy  these: 
Electronic  Voice  Alert  that  monitors  and  reports  on  11 
tions.  An  Electronic  Engine  Computer  helps  you  gel 
economy.  And  an  Electronic  Trip  Computer  displays 
actual  mpg,  distance  covered,  the  speed  you've  avero 
on  remaining  gas  and  more.  All  this  luxury  is  stondar 
New  Yorker  is  equipped  for  your  driving  pli 


e<"  comes  first.  Lrrniled  warranties.  Deductible  may  be  r^qu  red.  Seec 


anced  Chrysler  ever  built. 


:  transmission,  power  steering,  front  and  rear  power 
id  individual  plush  reclining  seats  plus  many  other 
uxuries.  If  you  wish,  you  can  even  acid  the  unique  luxury 
;  Cross  leather  interior. 
Protection  so  advanced,  it's  good  for 

5  years/50,000  miles. 
;ler  is  so  confident  of  New  Yorker's  quality  that  its  engine 
Brain  are  protected  for  5  years/50,000  miles,  and  its 
lis  protected  against  rust-through  for  the  same  period* 


Nobody  else  offers  you  such  protection. 

Today's  Chrysler  New  Yorker.  A  new  kind  of  luxury  car  that 
offers  the  advanced  technology,  the  high  mile- 
age, the  quiet,  smooth  ride  you  want  with  the 
protection  you  need.  Buckle  up  for  safety. 

32  1 

WEVE  RE  ENGINEERED  THE  AMERICAN  LUXURY  CAR 

THl  NEW  CHRYSLER  CORCORANON,  QUAUi  V  ENGINEERED  ID  BE  THE  BESI 


comparison.  Actual  mileage  may  differ  depending  on  spee 
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that  heredity,  ultraviolet  light  from 
the  sun,  radiation,  injury,  other  dis- 
eases (like  diabetes)  and  certain  medi- 
cines (like  the  steroids  used  for  arthri- 
tis) can  play  a  part.  The  ancient  Egyp- 
tians performed  crude  cataract 
surgery  with  sharp  sticks.  The  term 
itself  dates  from  the  Middle  Ages  and 
means  both  the  eye  condition  and  a 


steep  waterfall — in  each  it  appears 
that  a  cloud  of  white  descends,  partly 
obscuring  what  is  behind  it.  Though I 
people  can  be  bom  with  cataracts  or: 
develop  them  as  children,  the  condi- 
tion is  far  more  common  among  thel 
elderly.  The  National  Society  to  Pre-' 
vent  Blindness  estimates  that  three: 
out  of  four  people  over  60  have  cata- 


Eye  tech 


The  1970s  brought  technology  from  industry  and 
the  military  to  medicine,  and  completely  changed 
the  treatment  of  eye  disease. 

The  new  equipment  means  treatments  that  are  usu- 
ally far  simpler,  less  painful  and  more  effective  for  the 
patient  than  the  procedures  they  replaced.  The  eye 
never  could  stand  the  rough  surgical  procedures  that 
other  parts  of  the  body  could.  "Ophthalmology  pio- 
neered the  idea  of  least-invasive  surgery',  which  is  the 
big  thing  in  all  surgery  right  now,"  says  John  Gilbert, 
head  of  an  ophthalmic  division  of  Johnson  &  Johnson. 

The  innovation  that  has  seized  the  public  imagina- 
tion more  than  any 
other  is  the  laser.  It 
produces  an  intense- 
ly focused  beam  of 
light  that  is  used 
mostly  to  make  a 
burn  or  hole  at  a  pre- 
cise point  in  the  eye. 
The  laser's  forerun- 
ner was  developed 
by  a  German  eye 
doctor  after  WWII. 
He  put  his  patients 
on  the  roof  of  his  of- 
fice, then  focused 
sunlight  through 
lenses  in  much  the 


way  that  children  burn  leaves  with  a  magnifying  glass. 

Today  three  types  of  lasers  are  in  general  use:  argon, 
krypton  and  Neodymium  YAG  (for  yttrium-alumi- 
num-garnet). The  YAG  laser  is  used  almost  exclusive- 
ly following  cataract  surgery  (see  story),  and  the  others 
primarily  for  retinal  repair.  If  blood  vessels  in  the  eye 
rupture,  the  bloody  mass  can  obscure  the  retina  and 
even  detach  it  by  pulling  on  it.  The  laser  cauterizes 
them  exactly  at  the  point  of  a  hemorrhage  and  pre- 
vents further  damage. 

Krypton  lasers,  on  the  other  hand,  are  best  for  deli- 
cate work  near  the  most  sensitive  part  of  the  retina. 
The  argon  laser  is  used  for  more  general  repair.  Such 
treatment  has  saved  the  sight  of  thousands  of  elderly 
people  and  diabetics.  "Before  1970,"  says  Dr.  William 
Vallotton,  head  of  ophthalmology  at  the  Medical  Uni- 
versity of  South  Carolina,  "nearly  everyone  with  dia- 
betes was  destined  to  total  blindness.  Now  we  can 
save  the  sight  of  65%  of  them  with  the  laser." 

The  argon  laser  is  also  effective  in  treating  glauco- 
ma that  won't  respond  to  drugs.  In  glaucoma,  fluid 
builds  inside,  the  eye.  A  doctor  can  now  take  the  laser 
and  make  a  series  of  pinpoint  holes  in  the  front  of  the 
eye  to  relieve  pressure.  Classical  surgery  for  glaucoma 
was  always  risky,  long  and  complicated;  laser  treat- 


ment can  often  be  performed  in  15  minutes  as  an 
outpatient  procedure. 

The  operating  microscope,  which  became  popular 
about  1965,  has  also  improved  the  success  rate  of  eye 
surgery.  Needles  are  now  sharper,  and  sutures  finer, 
and  much  greater  precision  is  possible.  Moreover,  a 
device  called  a  vitrector  now  enables  surgeons  to 
remove  the  vitreous  (see  illustration  on  p.  159)  through 
incisions  only  l/20th  of  an  inch  long.  Vitrectomy  is 
necessary  if  blood  collects  in  the  vitreous,  blocking 
the  path  of  light  to  the  retina.  "Ten  years  ago,"  says 
Dr.  Robert  Sinsky,  "we  could  do  nothing  about  this. 

We  had  to  leave  it 
there." 

Ultrasound  tech- 
nology has  also 
brought  some  radi- 
cal changes  to  eye 
treatment.  A  high- 
frequency  ultra- 
sound "needle," 
called  a  phaeco- 
emulsifier,  is  used  in 
cataract  surgery.  A 
different  type  of  ul- 
trasound, akin  to  so- 
nar, is  widely  used  in 
diagnosis.  Doctors 
can     measure  pa- 


to 


Experimental  lasers  (left)  lose  Star 
Wars  look  when  adapted/or  use  in 
clinics.  Argon  laser  (above)  Is 
used  on  a  diabetic. 


tients  for  lens  implants  before  cataract  surgery  and,  if 
the  cataract  completely  clouds  the  lens,  check  the 
condition  of  the  retina.  Ultrasound  can  also  locate 
foreign  bodies  and  tumors  and  help  diagnose  general 
retinal  disease. 

For  specific  knowledge  about  blood  vessels  in  the 
eye,  a  new  technique  with  a  photosensitive  dye,  called 
fluorescein  angiography,  can  provide  valuable  infor- 
mation. The  dye  is  injected  into  a  vein  in  the  arm, 
whence  it  flows  to  the  eye,  where  its  progress  can  be 
followed. 

The  sum  of  these  advances  is  that,  as  Johns  Hopkins 
Professor  Walter  Stark  says,  "We  can  manage  condi- 
tions that  we  couldn't  manage  in  the  past.  A  lot  of 
eyes  are  seeing  because' of  this  new  technology." 

They  have  also  helped  make  ophthalmology  one  of 
the  most  desirable  surgical  specialties.  "We're  one  of 
the  few  where  you  can  make  elderly  people  see  almost 
as  well  as  they  did  when  they  were  15  or  16,  instead  of 
a  month  ago,"  he  says. 

But  the  new  technology'  doesn't  come  cheap.  Most 
of  the  new  machines  cost  more  than  $30,000  and  a 
new  YAG  laser  runs  about  $100,000.  "When  I  first  saw 
the  YAG,"  cracks  Dr.  Charles  Kelman,  "I  was  sure 
YAG  stood  for  'Your  Assets  are  Gone.'  " — L.S. 
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See  beyond  the  ordinary 


The  Canon  A-1  is  no  ordinary 
era.  It  is  a  creative  tool.  Con- 
3d  as  the  ultimate  in  automatic 
s,  the  A-1  is  unsurpassed  in 
iding  exposure  control  options, 
e  are  six,  to  be  precise,  allow- 
ou  to  select  the  one  best  suited 
>ur  subject.  Choose  a  shutter 
id  to  control  and  interpret 
m.  Select  a  lens  opening  and 
away  a  background. 
In  the  programmed  mode,  the 
A-1  makes 
both  of  these 
decisions  for 
you  so  you 
can  really  con- 
centrate on 
your  subject. 
You  just  focus, 
compose  and 
shoot. 


And  create.  A  bright  digital  display 
in  the  viewfinder  shows  the 
speed  and  aperture  being 
selected  in  any  automatic 
mode. 

The  A-1  provides  the 
versatility  to  match  your 
imagination.  Add  any  of 
over  fifty  Canon  FD  lenses 
A  Canon  Speedlite  for 


Canon  ^=£1 

Canon  USA,  Inc  ,  One  Canon  Plaza.  Lake  Success.  New  York  11042 

140  Industrial  Drive.  Elmhurst.  Illinois  60126/6380  Peachlree  Industrial  Blvd  .  Norcross  Georgia  30071 
123  Paularino  Avenue  East.  Costa  Mesa.  California  92626  /  2035  Royal  Lane,  Suite  290,  Dallas,  Texas  75229 
Bldg  B-2,  1050  Ala  Moana  Blvd  ,  Honolulu,  Hawaii  96814  /  Canon  Canada,  Inc  ,  Ontario 


automatic  flash.  You  can  shoot  at  up 
to  five  frames-per-second  with  the 
optional  Motor  Drive  MA.  But  most 
important,  the  A-1  does  everything 
automatically.  Freeing  you  to  shoot  a 
special  subject  in  your  own  special 
way,  and  make  a  picture  that 
nobody  else  saw. 

The  Canon  A-1.  It's  half  of  what 
you  need  to  turn  photography  into 
fine  art. 
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racts  in  some  form. 

Innovations  over  the  last  decade 
have  affected  all  phases  of  cataract 
treatment.  To  begin  with,  many  sur- 
geons now  perform  the  operation 
right  in  their  offices.  Even  those  who 
operate  in  hospitals  rarely  require 
their  patients  to  stay  more  than  48 
hours.  In  most  cases  a  local  anesthetic 
can  be  used,  which  avoids  the  dangers 
of  general  anesthesia  and  leaves  the 
patient  able  to  answer  questions  if 
problems  arise.  An  uncomplicated 
cataract  operation  may  take  only  15 
or  20  minutes.  For  most  patients  there 
is  no  pain,  either  before  or  after  the 
operation.  "The  worst  part  of  the 
whole  thing  was  taking  the  anesthet- 
ic," says  Dr.  Huvelle.  Moreover, 
there's  no  confinement  to  bed.  After 
surgery  you  can  get  up  and  walk 
around.  There  are,  however,  restric- 
tions on  heavy  exercise  for  approxi- 
mately four  weeks. 

Cataract  surgery  itself  is  really  a 
two-part  procedure.  First  the  cloudy 
part  of  the  lens  must  be  removed,  and 
then  the  lens'  absence  must  be  com- 
pensated for.  Surgeons  can  pick  any  of 
several  methods  to  accomplish  this, 
but,  contrary  to  popular  belief,  one 
they  never  use  is  lasers.  "This  mis- 
conception is  driving  us  all  crazy," 
says  Dr.  Robert  Sinsky,  a  prominent 
specialist.  "If  patients  are  really  stub- 
born about  insisting  on  lasers,  some- 
times I  just  give  up  and  let  them  be- 
lieve I'm  using  one." 

The  lens  of  the  eye  is  something 
like  a  flattened  grape,  with  a  skin  out- 
side and  pulp  inside.  Formerly,  all  sur- 
geons made  an  incision  halfway 
around  the  iris  (about  20mm)  and 
popped  the  whole  lens  out,  either 
with  forceps  or,  later,  a  cryoprobe  (a 
freezing  instrument  that  sticks  to  the 
lens).  Some  still  use  this  method, 
called  intracapsular  extraction. 

Recently,  however,  they  have  de- 
vised a  way  to  remove  only  the  pulp  of 
the  cataract,  leaving  the  skin  of  the 
lens  intact.  This  method,  called  extra- 
capsular extraction,  allows  a  much 
smaller  incision  (3mm),  which  is  usu- 
ally far  safer  for  the  eye.  After  the 
incision  is  made,  the  cloudy  pulp  is 
pushed  out  of  the  capsule  or,  if  it  has 
hardened  (as  often  happens  with  older 
people),  broken  up  with  an  ultrasound 
"needle"  in  a  process  called  phaco- 


emulsification. Then  it  can  be  sucked 
out  of  the  small  opening. 

Studies  are  incomplete,  but  many 
experts  believe  that  extracapsular  ex- 
traction, because  it  leaves  more  of  the 
lens  intact,  causes  far  fewer  complica- 
tions. In  some  cases,  however,  the 
back  of  the  lens  capsule  may  cloud  in 
a  year  or  two.  Should  this  happen,  the 
surgeon  can  fix  it  simply  by  using  a 
YAG  laser  to  make  a  hole  in  the  back 
of  the  capsule. 

Once  the  cloudy  lens  is  out,  any  of 
three  methods  can  be  used  to  restore 
vision.  For  the  patient,  the  least  desir- 
able calls  for  the  traditional  cataract 
glasses,  which  often  severely  restrict 
the  wearer's  activities.  Another  meth- 
od employs  contact  lenses,  often  the 
type  that  can  be  worn  for  months  at  a 
time.  These  give  the  wearer  far  better 
vision  but  they  do  require  mainte- 
nance. Either  glasses  or  contact  lenses 
may  be  necessary  in  complicated 
cases,  especially  if  the  patient  has  an- 
other eye  disease. 

Most  convenient  of  all  is  the  in- 
traocular lens  implant,  a  small  plastic 
lens  with  "arms."  It  is  inserted  into 
the  eye  after  the  cataract  has  been 
removed  and  then  anchored  by  the 
surgeon.  The  entire  device,  arms  and 
all,  is  no  bigger  than  the  iris  of  the  eye, 
but  it  is  permanent,  maintenance-free 
and  doesn't  restrict  the  wearer's  ac- 
tivities. It  may  even  correct  other  vi- 
sion problems,  as  in  Van  Buskirk's 
case.  Though  in  wide  use  for  only 
about  five  years,  lens  implants  have 
won  overwhelming  public  acceptance 
and  are  now  used  in  perhaps  70%  of 
all  cataract  operations.  Surgeons  are 
pleased  with  their  performance  and, 
according  to  Dr.  Sinsky,  may  eventu- 
ally recommend  them  for  99%  of 
cataract  patients. 

If  you  or  a  relative  has  cataracts, 
first  look  for  a  surgeon  in  whom  you 


have  absolute  confidence.  One  gooc 
way  to  do  this,  many  doctors  say,  is  tG 
seek  out  patients  who  have  had  the 
surgery.  "Eye  patients  are  unusual,' 
notes  Dr.  Sinsky,  "in  that  those  whc 
don't  do  well  are  around  for  a  long 
time  to  talk  about  it." 

Expect,  if  you  have  cataracts  in  both 
eyes,  to  have  them  operated  on  sepa 
rately,  usually  several  months  apart 
Most  ophthalmologists  believe  tha1 
what  happens  with  one  eye  is  a  gooc 
indicator  of  what  will  happen  witll 
the  other. 

Don't  be  surprised  if  your  regula 
eye  doctor  refers  you  to  a  specialist  fo 
surgery.  Though  simpler  for  patients 
the  new  procedures  are  complicates 
and  delicate,  and  surgeons  who  oper 
ate  constantly  are  likely  to  get  th 
best  results.  "Probably  40%  of  th 
surgeons  are  doing  80%  of  the  cata 
ract  surgery  today,"  says  one  special 
ist.  "It's  hard  to  perform  consistent" 
good  surgery  if  you  do  50  or  less  open 
ations  a  year." 

Some  older  surgeons  have  neve 
learned  the  new  procedures.  Di 
George  Weinstein,  professor  an 
chairman  of  ophthalmology  at  Wes 
Virginia  University,  even  recoir 
mends  asking  a  surgeon's  complies 
tion  rate,  though  this  may  be  imposs: 
ble  to  verify.  If  in  doubt,  don't  hesitat 
to  seek  a  second  opinion.  (Of  course, 
you  are  really  suspicious  about  a  doc 
tor,  check  with  the  county  or  sta« 
medical  society  to  see  if  any  com 
plaints  have  been  lodged.) 

Whatever  course  you  choose,  t 
conservative.  Though  cataract  su 
gery  today  is  successful  most  of  th 
time,  other  diseases — like  hypertei 
sion,  glaucoma,  arthritis  or  diabetes- 
may  make  a  delicate  procedure  eve 
more  difficult.  And  experts  warn  th. 
in  a  small  percentage  of  cases,  compl 
cations  are  impossible  to  predict. 


Gather  ye  flight  points  while  you  may 


The  baksheesh  offered  by  the  na- 
tion's major  air  carriers  shows  no 
sign  of  abating — not  yet.  But  the  prac- 
tice has  both  corporations  and  the  IRS 
smoldering.  Travel  managers  watch 
T&E  expenses  mount  unnecessarily 
as  employees  scramble  to  garner  mile- 
age points.  The  IRS,  meanwhile,  lusts 
after  taxation  of  those  free  trips. 

For  now,  though,  it's  still  Christ- 
mas in  April  for  frequent  travelers — 
with  the  freebies  occasionally  wind- 
ing up  as  cash.  One  businessman,  for 
example,  recently  earned  enough 
points  for  a  free  first-class  trip  for  two 
from  New  York  to  Hawaii  on  Ameri- 
can Airlines.  His  wife,  who  departed 
earlier  than  he  did,  was  told  at  the 


gate  in  New  York  that  first  class  c 
the  Los  Angeles  leg  was  filled  becau 
of  an  equipment  change.  She  had 
fly  coach — with  a  consolation  chec 
on  the  spot  from  American  for  $43 
the  difference  between  a  first-cla 
ticket  and  coach. 

"We're  all  dying  for  this  thing 
end,"  says  Bob  Prairie,  who  runs  tl 
travel  department  at  National  Disti 
ers  &  Chemical  Corp.  and  who  fin 
that  passengers  flying  on  their  ei 
ployers'  time  and  money  are  all  ti 
often  choosing  flights  on  the  basis 
game  strategy  rather  than  ticket  pru 
A  National  Distillers  executive,  f 
example,  recently  flew  one  particul 
carrier  from  the  East  Coast  to  ti 
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CADILLAC  LUXURY-  $39.95 
AND  FREE  GIFTS,  TOO! 


/hy  drive  an  ordinary  car 
'hen  you  can  drive  an 
xtraordinary  car?  National 
"ar  Rental  offers  Cadillacs 
nd  other  luxury  cars  at  the 
ttraordinary  price  of  just 


*9.< 


:'ER  DAY 
INLIMITED 
REE  MILEAGES 

139.95  a  day  at  participating 
cations.  Offer  not  available 
'  Florida  or  Manhattan, 
lates  nondiscountable  and 
ibject  to  change  without 
)tice. 

And  you  can  enjoy  that 
-xury  to  the  fullest  because, 
National,  there's  no  charge 
|r  mileage.  You  pay  for  gas 
id  return  car  to  renting 
:ation. 

We've  expanded  our 
ae  gift  offer  -  again! 

Starting  April  15,  you  can 


choose  a  new  folding  travel 
iron,  portable  hair  dryer  or 
our  popular  TimeBall™ 
digital  travel/desk  alarm 
clock,  while  supplies  last, 
when  you  rent  a  compact  or 
larger  size  car  from 
participating  U.S.  locations 
through  June  30. 

Or  you  can  receive  a 
certificate  good  toward  more 
"Space-Age  Electronics" 
gifts.  This  offer  good  at 
participating  U.S.  locations 
and  applies  to  our  regular 
low  rates  (including 
commercial  rates).  Not 
available  on  tour  package, 
special  promotional  and  some 
weekend  rates.  Specific 
premiums  subject  to 
availability. 

Call  now  for  Cadillac 
luxury  and  free  gifts. 

Quantities  of  Cadillacs  are 
limited  and  the  demand  will 
be  high.  So  be  sure  to  make 
your  reservation  at  least  24 
hours  in  advance.  Just  call 


£3 


our  toll-free  National  number 
-800-CAR-RENTSM-or 
your  travel  consultant.  And 
get  what  you  deserve  - 
unusual  luxury,  our  usual  low 
rates,  free  gifts.  And 
National  attention. 
Pick  up  one  of  these 


*  ft 

•  ft 


Ha, 


1 


You  deserve  Nofionol  attention. 


National  Car  Rental 


exciting  gifts  on  the  spot 
when  you  rent  any 
compact  or  larger  size  car 
at  our  usual  low  rates.  See 
our  free  brochure  for 
complete  details. 

® 


©1983,  National  Car  Rental  System,  Inc.  In  Canada,  it's  Tilden.  In  Europe,  Africa  and  the  Middle  East,  it's  Europcar. 
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West  Coast  after  choosing  between 
two  flights  15  minutes  apart. 

"I  said,  'For  15  minutes  you're  pay- 
ing close  to  $100  difference  each 
way/ "  Prairie  recalls.  "That 
sort  of  threw  him,  but  then  he 
said  the  plane  must  be  a  747.  I 
said,  'They're  both  747s.'  Well,  I 
didn't  win  out,  let  me  tell  you. 
He  was  thinking  of  6,000  mile- 
age points  or  some  damn 
thing." 

Travel  managers  are  finding  it 
virtually  impossible  to  enforce 
rules  requiring  that  employees 
turn  in  all  bonus  coupons  or 
mileage  accumulation  earned 
on  company  time.  (In  a  recent 
survey  by  the  newsletter  Runz- 
heimer  Reports  on  Travel  Manage- 
ment, one-third  of  29  compa- 
nies polled  said  they  considered 
such  bonuses  company  proper- 
ty.) The  main  reason  enforce- 
ment is  difficult  is  that  most 
airlines  refuse  to  cooperate  with 
companies  that  try  to  find  out 
which  employees  are  playing 
which  games. 

One  travel  manager,  Allied 
Corp.'s  Arlene  Macchia,  asserts 
that  the  frequent-flier  games 
have  even  caused  a  "morale 
problem"  among  Allied  em- 


ployees. "The  average  person  feels 
he's  entitled  to  any  bonus  earned," 
she  explains,  no  matter  whose  money 
paid  for  the  tickets.  Allied's  policy 
requires  bonuses  to  be  turned  in,  but, 
says  Macchia,  in  order  not  to  make 
matters  worse,  "we  are  not  enforcing 
it  to  any  great  extent." 

The  IRS,  for  its  part,  would  like  you 
to  believe  that  it  will  keep  track  of 
your  use  of  airline  freebies.  But  the 
difficulty  of  running  all  this  down 
probably  renders  the  threat  meaning- 


less, at  least  for  tax  year  1983.  For  the 
record,  a  bonus  could  be  considered 
taxable  income  if  used  for  pleasure 
travel.  If  used  to  reduce  the  cost  of  a 
business  trip,  a  bonus  must  be  sub- 
tracted from  the  cost  of  the  trip  in  a 
deduction  claimed  by  either  an  indi- 
vidual or  a  company.  No  rulings  havei 
been  made  yet  on  the  lagniappe  to| 
frequent  fliers,  however. 

As  frequent  fliers  continue  to  accu- 
mulate points,  airlines  are  facing  an- 
other problem — how  to  make  roomi 
on  the  flights  that  bonus  users 
favor.  Hawaii,  San  Francisco 
and  the  Caribbean  are  especially 
popular  destinations.  One  ob-i 
server  speculates  that  carriers 
might  restrict  the  times  when 
bonuses  are  usable.  Holiday  pe< 
riods,  for  instance,  might  be 
made  off-limits.  Says  First  Bos^ 
ton  analyst  Michael  Derchin; 
"It  really  isn't  good  for  the  air- 
lines to  be  giving  up  a  lot  of  free 
seats  during  the  holiday  periods; 
when  they  can  fill  up  those 
seats  with  full-fare  passengers. 

The  carriers  insist,  neverthet 
less,  that  they  are  happy  wit 
their  bonus  programs.  But  thost 
programs  will  make  less  sensi 
as  the  economy  improves  and  ai 
more  frequent  fliers  vie  for  few 
er  empty  seats.  Car  rental  com 
panies  have  tacitly  agreed  t< 
cease  their  giveaways.  Budge 
abandoned  its  gift  program 
February.  Hertz,  Avis  and  Na 
tional  will  stop  June  30.  Fa 
their  part,  air  carriers  will 
under  increasing  pressure  to  fol 
low  suit. — Kevin  McManus 


The  cruelest  month 

April  is  the  month  when  colleges 
notify  high  school  seniors  around 
the  country  that  they've  been  accept- 
ed— or,  more  likely,  rejected,  since 
most  students  don't  get  into  the 
schools  of  their  first  choice.  Sad  as 
that  is,  however,  many  students  don't 
even  try.  They  fear  they  can't  afford  it. 

In  many  cases,  they  and  their  par- 
ents simply  don't  understand  today's 
world,  where  over  70%  of  the  fresh- 
man student  body  of  Harvard  receives 
some  financial  aid.  The  fact  is,  as  far 
as  parents  and  students  are  con- 
cerned, virtually  all  private  schools 
cost  the  same.  They  may  differ  in 
nominal  cost  (Ivy  League  schools  now 
charge  over  $  1 2,000  per  year  for  room, 
board,  tuition,  books  and  miscella- 
neous fees),  but  parents'  and  students' 
current  contributions  are  relatively 
the  same  at  many  schools,  where  tu- 
ition costs  can  vary  considerably.  The 


balance,  if  any,  is  made  up  in  financial 
aid — scholarships  and  loan  programs. 

Just  how  much  will  it  cost  you  to 
send  your  offspring  to  college?  The 
answer  is  complex  but,  if  properly  un- 
derstood, can  save  parents  with  kids 
still  years  from  the  campus  a  lot  of 
grief  and  perhaps  a  lot  of  money.  For 
simply  setting  aside  money — even  in 
a  Clifford  trust  that  shields  interest 
from  taxes — is  not  often  the  wisest 
thing  to  do. 

Robert  Leider,  publisher  of  Octa- 
meron  Press,  which  produces  inex- 
pensive yet  fact-riddled  guides  on  col- 
lege financing,  has  come  up  with  a 
formula  for  parents  to  figure  how 
much  of  the  burden  they  will  shoul- 
der when  Johnny  goes  marching  off  to 
campus. 

There  are  a  few  assumptions.  First, 
that  a  family's  earnings  and  asset 
growth  will  proceed  at  the  same  rate 
as  the  growth  in  tuition  costs  (that  is, 
a  bit  higher  than  the  inflation  rate). 


Second,  that  the  longtime  intent  c 
Congress — i.e.,  that  youngsters  aij 
primarily  responsible  fox  paying  fc 
their  education,  with  parents  the  nes 
source — will  prevail.  That's  why  ai 
formulas  assess  family  income  diffei 
ently  from  student  income  (Forbe: 
Apr.  11). 

That  said,  there  are  seven  steps  t 
follow  to  determine  if  you  or  yoi 
offspring  will  qualify  for  aid  or  gua 
anteed  loans,  says  Leider. 

'1)  Determine  what  type  of  schoi 
your  youngster  is  likely  to  attend, 
he  or  she  is  very  bright  or  very  talen 
ed,  the  Ivies  or  similar  schools  migl 
seem  appropriate.  If  your  issue  is  sin 
ply  normal,  as  difficult  as  that  may  1 
to  admit,  you  might  consider  a  stai 
college  or  a  less  prestigious  priva 
university. 

2)  Find  out  the  cost  of  attending  tl 
kind  of  school  your  youngster  is  like! 
to  qualify  for.  Remember  that  the  co 
of  attendance  should  include  tuitio 
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room,  board,  miscellaneous  transpor- 
tation and  books.  That  figure  today 
might  well  be  $13,000  at  an  Ivy 
League  school,  $6,000  or  less  at  a  state 
university. 

3)  Take  your  current  adjusted  gross 
income.  Add  to  it  5%  of  the  value  of 
all  your  assets  (home  equity,  stocks, 
bonds,  money  market  account — but 
not  insurance,  paintings,  stamp  col- 
lections, etc.). 

4)  Divide  3  by  2.  That  is,  if  your 
family  has  an  adjusted  gross  income 
of  $40,000,  and  5%  of  assets  is  $5,000, 
and  the  cost  of  college  is  $10,000,  the 
resultant  quotient  is  4.5. 

5)  If  the  family  has  more  than  three 
dependents  for  income  tax  purposes, 
subtract  0.5  for  each  dependent  from 
that  quotient. 

6)  If  you  will  have  two  kids  in  col- 
lege at  the  same  time,  divide  the  quo- 
tient by  1.5. 

7)  If,  after  all  these  calculations,  you 
arrive  at  a  figure  of  6  or  less,  you  will 
probably  qualify  for  financial  aid.  If  it 
is  6  or  greater,  better  start  salting 
away  as  much  cash  as  you  can  afford 
right  now.  You  probably  will  not  get 
much  help. 

Here  are  some  other  points  to  keep 
in  mind,  most  of  which  many  parents 
only  become  aware  of  once  their  issue 
is  en  route  to  the  campus: 

•  Student  aid  does  not  carry  any  tax 
liability.  A  family  in  the  44%  income 
tax  bracket,  for  example,  must  earn 
$1,786  to  generate  $1,000  that  will  go 
for  college  expenses.  But  if  you  can  get 
that  money  from  the  state  or  the  col- 
lege or  Uncle  Sam,  the  $1,000  is  really 
worth  $1,786  to  you. 

•  If  grandparents  want  to  help  foot 
the  bill,  a  direct  gift  from  them  to 
your  offspring  is  probably  not  the  best 
way  to  go.  The  student's  assets  are 
"taxed"  at  a  rate  of  35%,  according  to 
the  aid  formulas.  It  would  be  better  if 
they  made  the  gift  to  the  parents 
(whose  assets  are  "taxed"  at  5%),  or 
held  on  to  the  money  until  the  young- 
ster is  out  of  college. 

•  The  process  of  "need  analysis" 
offers  endless  possibilities  and  should 
be  thoroughly  understood.  For  exam- 
ple, if  you  have  consumer  debt  (which 
does  not  show  up  in  the  need  analysis 
formula),  consider  borrowing  against 
your  house  or  stock  holdings  (which 
do)  and  pay  off  the  consumer  debt. 


The  result:  You  will  reduce  the  value 
of  your  assets,  thereby  qualifying  for 
more  assistance. 

•  If  you  have  rental  property,  report 
it  as  a  business,  not  a  personal,  asset 
(which  it  properly  is,  of  course).  The 
need  analysis  computer  treats  busi- 
ness assets  more  favorably  than  per- 
sonal assets. — W.G.F. 


Loose  ends 

At  tax  filing  time  we  often  make 
resolutions  about  what  tax 
moves  to  make  during  the  current 
year  so  we  won't  owe  as  much  money 
next  time  around.  One  way  of  slash- 
ing your  tax  bill  is,  of  course,  by  mak- 
ing charitable  contributions.  Here  are 
some  thoughts  to  bear  in  mind  if  you 
want  to  cut  your  taxes  charitably, 
courtesy  of  Deloitte,  Haskins  &  Sells. 

•  No  matter  how  worthy,  an  indi- 
vidual does  not  qualify  as  a  bona  fide 
recipient,  nor  do  some  tax-exempt  or- 
ganizations (chambers  of  commerce, 
social  clubs,  etc.).  Most  schools  (in- 
cluding private  schools),  churches, 
community  chests  and  scientific 
foundations  do  qualify. 

•  The  measure  of  your  deduction 
for  donated  property  generally  is  its 
fair  market  value,  not  what  you  paid 
for  it.  But  before  you  sign  over  that 
appreciated  stock  or  real  estate,  re- 
member two  things.  One,  when  do- 


nating property,  the  amount  of  the 
deduction  will  be  reduced  by  any  ordi- 
nary income  tax  or  short-term  capital 
gain  that  you  would  have  had  to  pay  if 
the  property  had  been  sold  by  you. 

Second,  the  deduction  for  tangible 
personal  property  donated  to  a  charityl 
for  use  "unrelated"  to  the  charity's! 
function  must  be  reduced  by  40%  of 
any  long-term  capital  gain  that  wouldl 
have  resulted  if  it  had  been  sold  by 
you.  The  use  of  the  property  isi 
deemed  unrelated,  for  example,  if  it  isj 
anticipated  the  charity  will  promptly 
sell  it.  So  the  donation  of  a  painting  to 
a  charity  for  its  annual  fundraisina 
would  have  to  be  reduced.  But  a  painti 
ing  donated  to  an  art  museum  fot 
hanging  would  not. 

•  A  personal  residence  (including  a 
vacation  home)  or  farm  can  be  a  high- 
ly useful  vehicle  for  charitable  contri- 
bution that  is  free  of  the  restrictions 
attached  to  other  forms  of  deferred 
giving.  It  is  even  possible  to  give  sucb 
a  residence  to  a  public  charity  now 
and  yet  retain  possession  of  the  facilii 
ty  for  your  lifetime  and  that  of  youi 
spouse. 

•  The  value  of  services  rendered  to ; 
charity,  such  as  a  lawyer's  or  doctor's 
providing  legal  or  medical  assistance 
is  not  deductible.  Nor,  if  you  allow  ; 
charity  to  use  your  property,  can  yon 
deduct  the  rental  value. 

Remember  that  there  may  be  a  limi 
it  on  how  much  you  can  deduct  in  an; 
given  year  for  contributions.  Mosi 
contributions  to  public  chanties  (e.g, 
churches,  schools,  etc.)  are  fully  de 
ductible  up  to  50%  of  your  adjusts 
gross  income.  However,  contribu 
tions  of  appreciated  long-term  capita 
gain  property  are  limited  to  30% .  Bu 
contributions  not  currently  deduct 
ible,  because  of  those  limitations,  ca: 
be  carried  forward  for  five  years. 

Visitors  to  New  York  during  th 
months  of  April,  May  and  June  can  b 
forgiven  if  they  think  they  are  in  Lor 
don.  For  the  theaters,  museums,  mi 
sic  halls,  churches,  opera  houses,  de 
partment  stores  and  even  the  rivei 
surrounding  the  city  will  take  on  di 
tinctively  British  aspects.  Everythir 
from  concerts  by  the  London  Syn 
phony   Orchestra    to  Oxford-Can 
bridge  sculling  races  on  the  East  Riv< 
to  displays  of  royal  collections  of  a 
and  antiques  will  transform  the  Bfl 
Apple  into  a  little  bit  of  Blighty.  BnB 
ain  Salutes  New  York  1983  beg£  I 
April  14  and  runs  into  the  summer, 
marks  the  200th  anniversary  of  till 
signing  of  the  Treaty  of  Paris  ar  I 
"peace"  with  Britain  (apparently,  tl  I 
War  of  1812  doesn't  count). 
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The  Spirit  of  America 


Indian  Island,  Maine,  by  Dick  Durrance  II 


Off  the  craggy  coast  of  Maine,  adventurous  men  still  seek 
the  bounty  of  the  sea.  And  at  journey's  end,  they  welcome  the 
sight  that  means  they're  safely  home  again.  Home  to  their  families  and 
a  glass  of  America's  native  whiskey:  Kentucky  Bourbon.  Old  Grand-Dad 
still  makes  that  Bourbon  much  as  we  did  100  years  ago. 
It's  the  spirit  of  America. 

For  a  19"x26"  print  of  Indian  Island,  Maine,  send  a  check 
or  money  order  for  $4. 95  to  Spirit  of  America  offer,  P.  O.  Box  183L, 
Carle  Place,  N.Y.  11514. 

Old  Grand-Dad 

Kentucky  Straight  Bourbon  Whiskey  86  Prool  Old  Grand  Dad  Distillery  Co  franklort.  KY  01983  National  Distillers.  Inc 
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Edited  by  Eamonn  Fingleton 

People  power 

"I  couldn't  be  happier,"  says  Donald 
Burr,  president  and  CEO  of  fledgling 
airline  People  Express.  From  a  stand- 
ing start  less  than  two  years  ago,  rev- 


should  also  see  an  easing  of  People 
Express'  other  problem,  a  shortage  of 
reservation  telephone  lines.  Even  Bun- 
does  not  have  a  number  on  which  one 
can  call  him  directly.  "We  grew  so 
fast,"  he  says,  "that  we  outgrew  Bell's 
ability  to  provide  new  lines." 

Burr,  who  claims  his  hobby  is  work 
(actually  he  also  skis  and  he  ran  a 
nifty  marathon  in  New  Orleans  in 
February),  came  to  People  via  Harvard 
Business  School  and  a  spell  in  invest- 
ment management.  He  is  already 
highly  respected  by  rivals.  "The  trend 
is  that,  where  airlines  have  a  choice, 
instead  of  putting  planes  against  us, 


Donald  Burr  of  People  Express 
Part-time  baggage  loader. 


enues  have  zoomed  in  the  first  quarter 
of  this  year  to  the  equivalent  of  an 
annual  $200  million.  That  compares 
with  a  total  of  $139  million  in  1982. 
Now  Burr  plans  to  treble  People's  cur- 
rent level  of  business  in  the  next  18 
months. 

Burr's  splashiest  move  has  been  to 
get  federal  approval  for  a  new  low 
$149  single  fare  between  Newark  and 
London.  Using  a  leased  Braniff  747 
Jumbo,  he  reckons  he  will  break  even 
filling  a  realistic  62%  of  seats.  And  if 
the  British  authorities  insist  on  a 
higher  fare  (to  protect  British  Air- 
ways), break-even  will  be  even  lower. 

Starting  in  June,  he  plans  to  phase 
in  up  to  38  Boeing  727s — 20  of  them 
ex-Braniff  and  18  pass-ons  from  Alita- 
lia— to  beef  up  his  domestic  sched- 
ules. Price:  around  $4.2  million 
each — less  than  one-third  of  new  and 
a  figure  that  will  look  like  a  steal  as 
the  travel  industry  recovers.  All  this 
will  neatly  solve  one  of  the  new  air- 
line's most  pressing  problems:  fitting 
in  all  the  people  who  want  to  take 
advantage  of  its  cheap  fares.  June 
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they  are  switching  to  where  we  are 
not  strong,"  he  reports. 

Despite  low  fares,  Burr,  41,  contin- 
ues to  earn  one  of  the  best  margins  in 
the  industry — averaging  7Vi%  of  rev- 
enues last  year  and  doing  even  better 
currently.  His  labor  costs  are  low  and 
he  prides  himself  that  the  organiza- 
tion is  filled  with  young  people  "hav- 
ing a  blast."  Every  employee  must 
buy  100  shares  (cost,  $650  at  recent 
stock  prices,  which  can  be  financed 
through  a  payroll  deduction  plan),  and 
many  have  built  holdings  worth 
$40,000  or  more. 

Which  perhaps  explains  why  People 
has  no  unions,  even  for  pilots.  And 
why  everybody  from  Burr  down  helps 
to  load  baggage  when  the  occasion 
demands. — Howard  Banks 

Another  revolution 

The  audio  graveyard  is  littered  with 
the  wires,  woofers  and  wows  of  "revo- 
lutionary" products  their  promoters 
said  were  destined  to  change  the  in- 
dustry— and  never  did.  Remember 


four-channel  sound  (Quad),  eight 
track  tapes  and  the  Bonephone?  Jo 
seph  A.  Lagore  remembers,  but  adds 
"This  really  is  the  first  revolutionary 
audio  product  since  stereo."  Lagore 
51,  president  of  Sony's  U.S.  consumej 
products  division,  is  talking  aboui 
digital  audio. 

The  idea  has  been  familiar  to  audio 
cognoscenti  for  a  decade.  The  digital 
system  converts  sound  waves  to  binaj 
ry  pulses  similar  to  the  bits  of  infon 
mation  a  computer  uses  and  imprint] 
them  on  a  new  kind  of  record  lesi 
than  5  inches  wide.  The  records,  con 
taining  up  to  70  minutes  of  sound,  an 
read  by  a  low-powered  laser.  The  bi| 
plus:  no  needle  to  wear  out,  n| 
grooves  to  get  scratched  or  clogga 
with  dust. 

What  is  new  is  that  Sony  and  Dutcl 
electronics  giant  Philips  have  jua 
launched  compatible  systems  in  thl 
U.S.  This  should  open  up  sales  to 
much  wider  public,  says  Lagore.  H 
predicts  that  80%  of  the  U.S.  tumti 
ble  market,  currently  around  $20 
million  a  year  at  retail,  will  be  digits 
by  1993. 

The  new  players  sell  for  $800  t 
$900.  For  most  normal  people — tha 
is,  incurable  audiophiles  aside — that 
bound  to  seem  steep  compared  wit 
about  $300  for  a  good  convention* 
turntable.  A  digital  disk  goes  for  $] 
to  $22  now,  about  twice  the  price  o£ 
conventional  LP.  Thus,  Lagore  e: 
pects  sales  of  only  50,000  Sony  unii 
this  year,  most  of  them  to  audio  bufl 
But  he  thinks  prices  of  both  the  plat 
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>  and  disks  will  drop  as  much  as 
%  within  a  decade. 
By  then,  Lagore  feels  the  market 
11  have  grown  not  just  on  fanatics 
t  on  just  plain  folks  who  want 
taller  disks  to  carry  around  for  car 
:ks,  Walkmans — and  those  suit- 
;e-size  audio  boxes  that  liven  up 
y  parks  in  summer.  You  still  may 
t  like  what  you  hear,  but  you  will 
:  to  hear  it  better. — Paul  B.  Brown 


Computer  display 

fore  G.  Daniel  Prigmore  took  a 
nd  in  its  destiny,  Boston's  Com- 
mwealth  Pier  faced  a  distinctly  un- 
rtain  future.  Its  magnificent  ware- 
using  facilities  at  the  foot  of  North- 
1  Avenue,  built  70  years  ago  in 
iux  arts  style,  were  almost  derelict, 
irved  for  business  by  changed  ship- 
lg  patterns.  Now  Prigmore,  who 
ads  the  real  estate  subsidiary  of  the 
lelity  fund  management  group, 
:kons  the  pier's  best  years  are  still 
come.  Fidelity  is  investing  $100 
llion  to  turn  Commonwealth  Pier 
o  the  world's  first  permanent  com- 
ter  exhibition  center,  due  to  open 
st  year. 

3rigmore  thinks  his  timing  could 
t  have  been  better.  "Even  five  years 
)  this  would  not  have  been  possi- 
:,"  he  says,  striding  confidently 
ough  the  property.  "There  would 
ve  been  no  need  for  it." 
So  far  Prigmore,  40,  has  lined  up 
iants  for  only  one-third  of  the 
ice.  But,  as  he  points  out,  the  center 
itains  1.4  million  square  feet — 
lal  to  30  floors  of,  say,  Boston's 
jn  Hancock  Tower — and  it  will 
ak  even  well  below  full  occupancy, 
expects  booming  business  thanks 
^explosive  growth  in  the  range  of 
'ducts  and  brand  names  in  the  in- 
itry  over  the  last  few  years.  "Ten 
.rs  ago,  when  there  weren't  very 
ny  computer  manufacturers  who 
jttered,  it  was  easy  for  a  computer 
rer  to  check  out  the  market,"  he 
s.  "But  now  buyers  are  finding  it 
re  and  more  difficult  to  cover  the 
:erfront.  Here  they  will  have  the 
ducts  of  hundreds  of  manufactur- 
all  in  one  place." 
rigmore,  who  had  a  brief  spell  as  a 
estate  developer  in  his  own  right 
)re  he  joined  Fidelity  seven  years 
,  still  shows  evidence  of  an  inde- 
dent-minded   past   by  sporting 
'boy  boots  at  the  office.  He  is  an 
ert  on  refurbishing  old  structures, 
ing   spent    the    late  Seventies 
ing   and   renovating  run-down 
[dings  in  downtown  Boston.  In  the 
:ess,  he  built  a  $40  million  real 
ite  portfolio  for  Fidelity. 


Fidelia's  G.  Daniel  Prigmore 

How  do  you  sell  people  something  they  haven't  heard,  of  before? 


Prigmore's  biggest  problem  with 
BOSCOM,  as  he  has  dubbed  the  new 
center,  was  selling  it  to  the  computer 
industry.  "How  do  you  convince  a 
whole  industry  that  they  should  all 
commit  themselves  to  something 
they  haven't  heard  of  before? "  he  asks. 

The  breakthrough  came  in  October 
1982  when  IBM  booked  20,000  square 
feet.  While  cautious  rivals  were  sign- 
ing only  half-hearted  letters  of  intent 
at  first,  Big  Blue  went  straight  to  a 
fully  binding  lease.  If  he  needed  any 
further  endorsement  he  got  it,  albeit 
in  a  backhanded  way,  from  Texas 
property  tycoon  Trammell  Crow, 
who  is  planning  a  similar  project  in 
Dallas. — Janet  Bamford 


Repelling  sharks 

The  scene  is  becoming  all  too  famil- 
iar. A  corporate  raider  buys  10%  or 
15%  of  a  sleepy  company.  The  vic- 
tim's management,  fearing  imminent 
mayhem,  buys  out  the  unwelcome  in- 
truder at  a  hefty  premium  to  market, 
leaving  other  stockholders  fuming. 

So  many  takeover  "sharks"  are  now 
making  a  business  of  extracting  "go- 
away"  money  from  panicky  victims 
that  the  SEC  recently  asked  an  adviso- 
ry committee  to  examine  the  ques- 
tion. Not  a  moment  too  soon,  says  top 
New  York  takeover  lawyer  Joseph 
Flom.  "The  number  of  instances  has 
been  increasing  asymptotically — go- 
ing straight  up,"  he  says  between 


Takeover  lawyer  Joseph  Flom 
Let  the  sharks  stew. 
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We  put  the  brainpower 
behind  its  firepower. 


That's  Singer  technology. 


A  specialist  in  naval  combat  systems  for  over  forty 
years,  Singer's  Librascope  Division  has  supplied  more 
underwater  fire  control  equipment  for  the  U.S.  Navy 
than  any  other  producer.  Librascope  is  currently 
producing  weapons  control  equipment  for  the  entire 
U.S.  submarine  fleet,  including  Trident.  Weapons 
controlled  includ  e  torpedoes  such  as  the  MK  48.  and 
missiles  such  as  .     .  oon  and  Tomahawk.  Librascope 
innovation  is  also  evident  in  acoustic  counter- 
measures  systems,  and  mobile  tactical  computer 
systems  for  the  field  Army.  Sophisticated  systems 


like  these  typify  Singer's  broad  involvement  in 
nation's  defense. 

Through  expanding  research  and  developmer 
electronic-based  simulation,  guidance,  commu 
tions,  and  specialized  computer  systems,  Singei 
writing  a  new  chapter  in  its  corporate  history. 
Together  with  our  unique  consumer  durables 
capabilities  throughout  the  world,  this  techno, 
cal  base  positions  us  in  important  growth  marl 
todav  and  tomorrow.  The  Singer  Company, 
8  Stamford  Forum,  CT  06904. 


Family  favorites . 


Faces 

Behind  the  Figures 


puffs  on  his  pipe.  "Every  month  there 
are  more  players  in  the  game." 

Flom,  59,  whose  Skadden,  Arps 
firm  has  pushed  its  way  to  the  top  of 
the  takeover  business  advising  on 
such  deals  as  Shell  Oil's  $3.7  billion 
purchase  of  Belridge  Oil  in  1979,  reck- 
ons there  are  no  easy  solutions.  Some- 
times the  go-away  game  is  tanta- 
mount to  blackmail  and  sometimes  it 
is  simply  the  normal  working  of  the 
market  system.  It  all  depends,  says 
Flom — and  not  only  on  which  side  he 
is  representing. 

"There  are  many  good  reasons  why 
a  company  should  pay  a  premium  to 
buy  out  a  controlling  block  of  shares," 
he  says.  "The  problem  is  simply  put — 
that  an  inefficient  management  is  us- 
ing corporate  assets  to  buy  itself  a 
quiet  life — but  it  is  not  a  simple  prob- 
lem. Control  of  a  company  is  itself  an 
asset  that  is  worth  something  over 
and  above  the  value  of  the  shares  in- 
volved. It  is  right  that  a  company 
management  should  be  allowed  in 
certain  circumstances  to  buy  back 
that  asset  for  the  benefit  of  other 
stockholders." 

Flom,  who  litters  his  six-window 
corner  office  with  choice  items  from 
his  personal  art  collection,  reckons  a 
partial  solution  might  be  to  block 
companies  from  buymg  back  stock 
within  a  certain  quarantine  period, 
thus  leaving  the  shark  to  stew  for  a 
decent  interval.  And  the  U.S.  might 
usefully  adapt  a  British  rule  requiring 
that  once  an  outsider's  percentage  in  a 
company  increases  above  a  certain 
limit,  he  should  have  to  extend  a  gen- 
eral offer  to  all  stockholders.  But  he 
adds:  "We  have  the  best  market  sys- 
tem in  the  world.  We  must  be  careful 
how  we  change  it." — E.F. 


The  mouse  that  roared 

"About  20%  of  the  people  who  cancel 
their  pay-TV  service  do  so  because 
they  don't  want  their  children  ex- 
posed to  adult  films,"  says  Jim  Ji- 
mirro,  president  of  Walt  Disney  Pro- 
ductions' new  cable  television  subsid- 
iary. Premiering  this  month,  the 
Disney  Channel  is  billing  itself  as  the 
only  choice  for  all  the  family — an  im- 
plied put-down  of  the  adult  fare  pro- 
grammed by  HBO  and  The  Playboy 
Channel. 


For  about  $9  a  month,  the  Disney 
Channel  will  offer  G-rated  program- 
ming 16  hours  a  day,  7  days  a  week, 
nationally.  About  80%  will  be  Disney 
product,  the  rest  acquisitions  like 
Black  Beauty  and  Prince  Valiant.  The 
parent  company  has  committed  $100 
million  over  the  next  three  years  for 
original  programming,  nearly  half  of 
which  will  be  spent  in  the  first  year 
on  new  comedy  and  dramatic  series 
and  specials.  And,  of  course,  there  is 
the  rich  Disney  library,  including  160 
feature  films,  450  cartoon  shows,  the 
original  Mickey  Mouse  Club  television 
show  and  30  years  of  The  Wonderful 
World  of  Disney. 

Disney  originally  planned  the  chan- 
nel as  a  joint  venture  with  Westing- 
house's  Group  W  cable  subsidiary  but 
decided  to  go  it  alone  after  the  two 
sides  failed  to  agree  on  choice  of  pro- 
grams, limirro  is  still  hoping  Group  W 
will  carry  the  channel  over  its  200 
systems.  Disney  already  has  contracts 
with  seven  multisystem  cable  opera- 
tors, giving  it  access  to  up  to  4  million 
potential  customers  on  startup  day, 
Apr.  18.  Disney  isn't  counting  on  any 
profits  until  early  1986.  "In  this  busi- 
ness if  you  can  keep  increasing  the 
number  of  subscribers  you  have  once 
you  break  into  the  black,  your  profits 
really  take  off,"  says  fimirro,  46,  who 


is  a  veteran  of  Disney's  telecommuni 
cations  operations.  Disney  expects  t< 
have  500,000  subscribers  by  the  end  a 
the  first  year,  with  a  total  of  2  millioi 
needed  for  break-even.  "There  is  m 
doubt,"  he  says,  "that  many  of  thl 
subscribers  will  be  first-time  cabli 
users." — Ellen  Paris 


Life  on  a  carousel 

How  do  you  get  rid  of  the  somewha 
battered  contents  of  an  abandone 
amusement  park?  How  much  is  ! 
tons  of  unsorted  foreign  coins  worth 
Where  do  you  find  buyers  for  superar 
nuated  police  cars? 

The  range  of  problems  that  land  o 
Carla  S.  Lallatin's  cherrywood  dea 
seems  almost  limitless.  At  37,  she 
the  $51,000-a-year  head  of  New  Yoi 
City's  Division  of  Municipal  Su| 
plies.  She  is  the  chief  purchaser  ■ 
equipment  and  materials  for  the  giai 
city  bureaucracy,  which  last  yej 
needed  $450  million  to  keep  up  su 
plies  of  everything  from  fuel  oil  to  fii 
engines.  And  when  the  city  wants 
unload  supplies  no  longer  needed,  Li 
latin  gets  the  problem.  It  is  in  sellii 
the  city's  castoffs  that  Lallatin,  a  pi 
cise  westerner,  has  discovered  tl 
full,  rich  pattern  of  the  Big  AppU 
eccentricities — and  where  she  b 
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ZOMPATIBILIT  Y:  the  second  of  the  OPEN  World  Five  C  s  the  criteria  for  evaluating  any  information  management  system. 


To  a  world  of  diverse  technology 
Northern  Tdecom  brings  compatibility. 


The  world  of  information  technology 
can  be  one  of  frustrating  diversity. 
Equipment  from  different  suppliers 
that  won't  work  together,  communications 
systems  that  use  different  standards,  new 
technology  that  won't  function  with  exist- 
ing systems.  Some  manufacturers  even 
promote  their  own  proprietary  standards 
to  lock  users  into  their  systems.  In  short, 
there's  a  lack  of  compatibility. 

A  truly  effective  information  system 
must  be  able  to  undertake  a  variety  of 
functions,  and  to  accommodate  many  types 
and  brands  of  equipment.  Compatibility  is 
csscriticil 

Compatibility.  The  second 

of  the  Five  C's  of  he  OPEN  World. 

Compatibility  is  part  of  Northern  Tele- 
com's technological  heritage  as  a  century- 
old  supplier  to  the  telephone  industry. 
There,  every  piece  of  equipment  has  to 
work  with  everything  else.  And  that's  the 
sort  of  compatibility  we're  designing  into 
our  approach  to  information  management: 
the  OPEN  World. 

The  OPEN  World  is  a  world  where 
communications  of  voice,  data  and  text 
can  be  carried  in  one  integrated  system. 

It's  a  world  where  components  and 
systems  from  different  suppliers  work  to- 
gether harmoniously,  a  world  where 
present  and  new  systems  mesh. 

It's  a  world  where  you're  free  to 
choose  from  a  wide  variety  of  equipment 
from  many  suppliers. 

TOward  a  more  perfect  union. 
^    Northern  Telecom  is  assuring 


this  kind  of  compatibility  in  a  number 
of  ways.  We've  signed  agreements  with  a 
number  of  major  suppliers  of  data  process- 
ing equipment  such  as  Sperry  Univac  and 
Digital  Equipment  Corporation,  to  make 
sure  our  products  and  theirs  will  work 
together  effectively.  We're  also  making 
our  key  interface  specifications  available 
to  any  other  equipment  manufacturer. 

In  addition,  we're  providing  "gateway" 
connections  to  allow  major  commercial 
local  area  networks  to  be  integrated  into 
the  system— so  you  can  use  these  net- 
works, but  not  be  restricted  to  them.  We 
will  also  support  selected  systems  using 


proprietary  standards,  such  as  IBM's 
Systems  Network  Architecture  (SNA). 
Finally,  we're  committed  to  support 


MAINFRAME 


ADVANCED 
WORKSTATION 


and  promote  use  of  internationally 
accepted  standards  (such  as  the  X.25  data 
communications  standard,  and  the  Inter- 
national Switched  Digital  Network). 

So,  the  OPEN  World  fully  meets  the 
criterion  of  compatibility. 

The  other  OPEN  World  Five  C's. 
There  are  four  other  key  criteria: 
Continuity— 
Your  system  should 
evolve  to  accommo- 
date new  technology 
and  handle  future 
needs  without  becom- 
ing obsolete. 
Congeniality- 
Systems  and  equip- 
ment must  be  at- 

tractive  and  easy 
W/>.,  to  use. 


The  single, 
common  link  to  all 
equipment,  our 
digital  switch 
gives  every  desk  a 
universal  con- 
nection for  voice, 
data  and  text. 


^Control— 

MYou,  notasup- 
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plier,  should 
be  able  to  con- 
trol the  designing, 
building  and  opera- 
tion of  your  system. 
Cost 

effectiveness— 

The  bottom  line,  f 
You  should  gauge 
short-  and  long- 
term  effects  on  your 
company's  profitability. 

With  Compatibility,  these  are  the  Five 
C's,  the  foundation  of  our  commitment  to 
the  OPEN  World— a  rational,  cost-effective 
approach  to  information  management. 

For  more  information,  write  OPEN 
World,  Northern  Telecom  Inc.,  259 
Cumberland  Bend,  Nashville,  TN  37228. 


northern 
telecom 


OPEN  World.  For  information  management,  it's  the  best  of  all  possible  worlds. 
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made  her  biggest  strides  since  taking 
office  in  1981.  She  reckons  these  sales 
this  year  should  raise  a  useful  $2.5 
million,  compared  with  just  $1  mil- 
lion in  1979. 

The  amusement  park  assignment 
was  a  good  example.  The  nine-acre 
park,  situated  near  La  Guardia  Air- 
port, had  been  abandoned  for  six 


New  York  City's  Car  la  La  I  latin 
Foreign  coins  by  the  ton. 

years,  and  squatters  were  raising 
chickens  and  goats  in  the  ruins.  She 
and  city  Assistant  Commissioner 
Fred  Nightingale  advertised  for  sealed 
bids  and  got  $100,000  for  the  rides, 
pinball  machines  and  assorted  jum- 
ble. Another  city  agency  has  found  a 
developer  to  buy  the  land  as  the  site 
for  a  wholesale  flower  market. 

As  for  the  foreign  coins,  she  has 
arranged  another  sealed  bid  sale  later 
this  year  for  dealers  and  expects  the 
hoard  to  fetch  at  least  $10,000.  It  rep- 
resents Wi  years  of  harvesting  the 
city's  parking  meters,  which  in  addi- 
tion to  gobbling  quarters  can  be  pla- 
cated with  coins  from  such  far-off 
places  as  Chile  and  Vietnam. 

Lallatin,  a  former  chief  purchasing 
officer  for  the  Wyoming  State  govern- 
ment who  graduated  in  1972  from  the 
University  of  Missouri,  prides  herself 
on  introducing  new  marketing  tech- 
niques to  move  the  2,000  or  so  police 


cars  and  other  municipal  vehicles 
that  the  city  replaces  every  year.  Auc- 
tions used  to  be  handled  by  an  outside 
firm,  whose  small  print  notices, 
buried  in  the  New  York  Times,  resulted 
in  lackluster  bidding.  She  brought  the 
whole  thing  in-house  and  beefed  up 
the  promotion  with  mailing  shots  and 
trade  journal  ads.  Thanks  mainly  to  a 
better  average  price  per  vehicle,  last 
year's  revenues  rose  from  $500,000  to 
$1  million. — Christopher  Power 

Off  the  wall 

The  state  of  the  economy  and  the 
foibles  of  the  business  press  may  be 
no  laughing  matters  to  most  people, 
but  Tony  Hendra,  41,  and  Peter  Cohn, 
27,  think  otherwise  and,  in  conse- 
quence, stand  to  make  a  bundle. 

Just  about  to  appear  on  newsstands 
around  the  country  is  Off  the  Wall  Street 
Journal II,  a  parodic  send-up  of  the  Wall 
Street  Journal  in  particular  and  of  finan- 
cial journalism  generally.  It's  the  sec- 
ond in  what  Hendra,  editor,  and  Cohn, 
senior  editor,  hope  will  be  an  annual 
exercise  in  irreverence.  If  OTWSJ II  can 
match  the  success  of  the  last  year's 
edition,  the  management  at  22  Cort- 
landt  Street  can  look  forward  to  get- 
ting steamed  every  April  by  the  paper, 
parts  of  which  the  WSJ  reportedly  char- 
acterized as  "in  very  bad  taste." 

The  idea  for  Off  the  Wall  came  from 
two  Journal  reporters,  David  Blum 
and  Terri  Minsky,  who  thought  a  par- 
ody of  the  paper  might  be  amusing. 
(Neither  is  currently  with  the  paper.) 
A  group  of  investors  eventually  decid- 


ed to  run  with  the  idea  and  picked 
Hendra  as  editor.  He  is  a  former  editor 
of  the  National  Lampoon  and  coeditor 
of  Not  the  New  York  Times,  a  successful 
satire  that  appeared  in  1978. 

Hendra,  London-bom  and  Cam- 
bridge-educated, has  also  worked  as  a 
comedy  writer  for  television.  He  and 
Cohn,  a  financial  reporter  turned 
bond  trader,  enlisted  scores  of  finan 
cial  writers — including  some  "moles" 
in  the  Journal  itself — to  put  OTWSJ\ 
together  in  1982.  More  than  a  few 
contributors  wrote  pieces  for  the 
laughs.  And  many  were  surprised  byj 
the  paper's  commercial  success. 

Of  about  600,000  copies  distribut- 
ed, over  350,000  were  sold,  at  $2  pel 
copy.  After  deducting  printing  ana 
distribution  costs,  the  paper  netted! 
about  $150,000  for  backers  (contribu 
tors  were  also  given  small  shares  ol| 
the  profits,  in  addition  to  small  hono 
raria).  This  year,  however,  publisheij 
Larry  Durocher  hopes  to  better  focus 
the  press  run  of  660,000  to  markets 
where  the  paper  did  especially  welf 
last  year  and  was  often  sold  out. 

On  the  laugh  meter,  OTWSJ  II  is  noj 
likely  to  score  as  high  as  its  predecesj 
sor.  For  one  thing,  it  inevitably  suffers 
from  the  "son  of"  syndrome.  For  an] 
other,  and  individual  highlight! 
aside — the  centerfold  of  Lee  Iacocci 
in  a  bathing  suit;  the  ad  for  the  Marl 
Cunningham  inflatable  doll;  the  leal 
piece  about  the  importance  of  tbi 
Hungarian  Velcro  crop — the  materia) 
is  simply  not  as  funny.  Maybe  thi 
economy,  this  year,  really  is  no  laugh 
ing  matter. — William  G.  Flanagan 


Off  die  Wall  Street  Journal  !s  Peter  Cohn  and  Tony  Hendra 
An  eye  for  parody— and  business. 
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In  today's  highly  volatile  foreign 
lange  market,  there's  one  bank 
jean  make  your  business  a  little 
oler 

iiBarclays  Bank. 

{Barclays  is  the  biggest  foreign 
lange  dealer  in  the  world's 
lest  foreign  exchange  center - 
pon. 

ISo  whatever's  going  on  in  the 
jjd,  Barclays  is  in  the  right  place, 
je  right  time,  to  give  you  the  right 


guarantees  you  extremely  competitive 
exchange  rates. 

And  also  means  that  Barclays 
can  offer  you  the  widest  range  of 
currencies  you'll  find  anywhere. 

A  point  worth  bearing  in  mind 
when  you  need  Saudi  Arabian  riyals, 
or  Venezuelan  bolivars,  or  whatever. 

24  HOURS  TO  THE  DAY. 

London  is  the  center  of  Barclays' 
comprehensive  international  network 
of  twenty  foreign  exchange 
dealing  rooms,  strategically  located 
across  the  world's 
key  business 
centers. 

A  network 


ORE  MONEY  FOR  YOUR 

MONEY. 
The  sheer  size  and  scale  of 
lays' foreign  exchange  dealings 

■  5  BANK  INTERNATIONAL,  NEW  YORK,  15  OFFICES  IN  THE  USA  /  BARCLAYS  BANK  OF  CALIFORNIA,  SAN  FRANCISCO,  57  BRANCHES  /  BARCLAYS  BANK  OF  NEW  Y0RK.90  BRANCHES 
BARCLAYSAMERICANCORPORATION,  364  OFFICES  IN  35  STATES  /  BARCLAYS  BANK  OF  CANADA,  TORONTO,  9  OFFICES  IN  CANADA. 


which  keeps  a  close  eye  on  everything 
that's  happening  in  the  world's 
foreign  exchange  markets. 

And  a  network  that  always  offers 
round-the-clock  service,  with  a 
branch  always  open  for  business -if 
not  London,  then  Hong  Kong  or 
Frankfurt -and  in  the  United  States, 
New  York,  Chicago  and  San  Francisco. 

That's  why,  the  next  time  you're 
dealing  with  foreign  currencies, 
you  should  talk  to  Barclays  Bank 
first. 

You'll  find  that  anywhere  in  the 
world  of  foreign 
exchange,  there's 
no  bank  more  at 
home. 


BARCLAYS 

International 


COAL 

lights  our  nights  &  brightens  our  future! 

We  sit  atop  some  of  the  world's  greatest  coal 
deposits. .  .which  fuel  about  95%  of  the  electricity 
we  generate.  In  fact,  we  supply  over  12.5  billion 
kilowatt-hours  of  electricity  per  year  in  three  of  the 
nation's  fastest-growing  states,  without  nuclear  and 
with  about  5%  hydro,  oil  and  gas  fuel.  That's  one 
reason  our  nights  and  our  future  are  bright. 


Utah 

DUIIICP 

l&  LIGHT  COMPANY 


Send  for  a  copy  of  fhe  1982  annual  report. 
Utah  Power  &  Light  Company 
P.O.  Box  899.  Dept  FB 
Salt  Lake  City.  Utah  84110 


Name 


Address 


City 


State 


Zip 


New  issues  of  securities  are  offered  only  by  means  of 
Prospectus,  and  this  message  is  neither  an  offer  nor 
a  solicitation  of  any  offer  to  buy. 


The  Forbes/Wilshire  5000  Review 


Market  Value  of  Wilshire  5000: 
$1,593.6  billion  as  of  4/1/83 


secondary  wind.  Secondary  stocks  have  been  leading 
b  market  as  the  blue  chips  lose  momentum.  While  the 
lshire  index  was  up  2.2%  over  the  last  two  weeks, 
\SDAQ  issues  were  ahead  2.6%  over  two  weeks  and 
1%  over  four  weeks.  Amex  issues,  meanwhile,  showed 

!is  of  2.6%  and  1.2%,  respectively.  In  contrast,  the  Dow 
anced  1.2%  during  the  last  two  weeks  but  lost  0.7% 
r  the  past  month.  Near-panic  buying  of  energy  shares 
ring  the  last  trading  day  of  the  reporting  period,  listed 
ow,  helped  push  up  the  NYSE  and  the  Amex. 
The  yardsticks  below  show  that,  over  the  four-week 
iod,  buyers  focused  their  attention  on  high-volatility, 


high-growth  and  low-price  shares.  In  the  last  two  weeks, 
however,  the  market  again  turned  to  energy  issues  for 
leadership.  The  question  now  is  whether  this  can  produce 
sustainable  momentum.  Of  late,  bottom-fishing  expedi- 
tions into  energy  stocks  have  produced  only  brief  rallies. 

Early  in  January,  for  instance,  energy  outperformed  the 
eight  other  sectors,  often  by  wide  margins.  Then  investors 
backtracked  for  weeks.  This  time  favorable  opinions  by 
several  major  brokerage  houses  could  help  support  an 
energy  stock  rebound.  The  danger  is  that,  if  energy  shares 
slip  once  again,  they  could  drag  down  the  rest  of  the 
market,  too. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

actnt  change 

Wilshire 

Forbes 

Dow  (ones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

l  last  4  weeks 

0.1 

-0.1 

-0.7 

-0.5 

1.2 

2.1 

,i  last  52  weeks 

36.7 

34.1 

35.6 

34.4 

47.7 

52.7 

Stock  performance  based  on  five  key  investor  yardsticks 

fcrcent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

last  4  weeks 

4.7 

1.2 

2.3 

5.1 

1.9 

5.3 

5.2 

1.8 

2.9 

4.8 

last  52  weeks 

91.2 

42.8 

63.9 

106.7 

36.5 

103.6 

103.1 

44.8 

49.5 

81.3 

I  iid  on  sales. 

I  lock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable 
I  nantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


All  data  for  periods  ending  4/1/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Are  the  lights  going  out?  Utilities  were  the  only  group  to 
lose  ground  over  the  last  two  weeks,  and  they  were  also 
the  weakest  group  over  the  four-week  period.  In  addition, 
data  from  the  Autex  Block  Trading  Information  System 
show  that  for  the  last  several  weeks  large  institutions  have 
been  expressing  rather  strong  sell-side  interest  in  these 
companies.  One  reason  could  be  that  some  investors  feel 


interest  rates  are  not  likely  to  decline  much  further. 

There  were  other  laggards,  too.  Smokestack  industries 
such  as  consumer  durables  and  capital  goods  and  services 
are  also  underperforming  the  market.  Energy  shares,  on 
the  other  hand,  lead  the  group  with  a  5.7%  two-week  gain, 
and  consumer  nondurables,  technology  and  finance  snares 
also  made  significant  gains. 


Percent  change  in  last  52  weeks  Percent  change  in  last  two  weeks 


Capital  goods 

o 

-25 

I  1  1  1  1  1  1  1  1 
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1 1 1 1 1 1 11  - 
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'83 

Energy 

+  25 

-25 

1  1  1  II 

1  1 1  1 1 1 1 1  II  II 

|  1  1  1  1  1  1  1 

'82 

1  '83 

Technology 

+  25 

o 

-25 
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II  1  1  1  1  1  1  1  1 

'82 
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Consumer  durables 

+  25  / 

o 

-25 
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1 1  1 1 1 1 

'82  1 

'83 

Finance 
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o 

-25 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1 1 1 1 1 1 

'82  1 

'83 

Transportation 

+  25 

0          \.  / 

o 

-25 
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1  U  UL— 

'82  1 

'83 

Consumer  nondurables  and  services 


+  25 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II 


'82 


'83 
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Raw  materials 

1 

+  25  f^S"^ 

-25 

1  1  M  1  1  1  1  1  1  II  1 

1  1  1  1  | 

I  1  1  1  1 1  u 
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Utilities 
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-25 
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What  The  Analysts  Think 


The  market  versus  the  analysts.  For  several  weeks  if  you  believe  what  the  analysts  have  been  saying,  utilir 
energy  and  utility  issues  have  been  the  analysts'  top  picks,  issues  are  also  good  buys — even  though,  since  early  Febru 
Now  the  energy  stocks  have  started  another  rebound,  and    ary,  the  power  companies  have  been  dull  performers. 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.56 


2.64 


2.72 


_1_ 


J — I — I — I  U-l  I  I  I  I    I  I 


MAMJJ     ASONDJ  FMA 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Energy 

2.65 

1 

1 

2 

Utilities 

2.67 

2 

 i  1 

3 

Technology 

2.71 

3 

3 

4 

Capital  goods 

2.72 

4 

4 

5 

Transportation 

2.72 

5 

6 

6 

Raw  materials 

2.76 

6 

5 

7 

Finance 

2.79 

7 

7 

8 

Consumer  nondurables 

2.81 

8 

8 

9 

Consumer  durables 

2.88 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy)  to  5  [strong  sellj.  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  Al!  data  for  periods  ending  4/1/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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How  can  you  judge  a  book 

before  its  cover? 


...  by  reading  PUBLISHERS  WEEKLY,  the  journal 
of  the  book  industry. 

You  see,  six  to  eight  weeks  before  a  new  book  is 
placed  on  the  shelves,  it's  reviewed  in  PUBLISHERS 
WEEKLY.  And  PUBLISHERS  WEEKLY  reviews  an 
average  of  more  than  100  new  books  every  week, 
including  fiction,  non-fiction,  "'how-to,"  children's 
books  and  more. 

And  there's  more  to  PUBLISHERS  WEEKLY.  You'll 
also  get  all  the  latest  news  on  the  book  world  .  .  .  from 
what's  going  on  at  the  publishing  house  to  information  on 
established  authors  .  .  .  new  writers  .  .  .  and  advance 
reports  of  hard  cover  and  paperback  releases. 

Find  out  for  yourself  how  booksellers  sell  .  .  .  how 
movie  and  television  rights  are  negotiated  .  .  .  who 
bought  the  paperback  rights  for  a  famous  author' s  latest 
novel .  .  .  why  a  particular  book  is  going  back  to  press 
.  .  .  and  much  more. 

Until  recently,  subscriptions  to  PUBLISHERS 
WEEKLY  were  offered  only  to  people  in  the  book 
industry.  But  now  we  are  offering  a  limited  number 
of  special  introductory  subscriptions  to  discerning 
readers.  A  25-week  subscription  for  just  $27  saves 
you  8%  off  the  normal  subscription  price.  A  full 
year  for  only  $53  saves  you  10%. 

So  act  now  to  reserve  your  subscription.  And 
you'll  be  able  to  judge  us,  in  addition  to  the  books 
you'll  be  reading  about.  Because  you  can  cancel 
PUBLISHERS  WEEKLY  at  any  time  and  receive  a  full  refund 
for  all  copies  still  due  you. 

You  might  say  that  readers  of  PUBLISHERS  WEEKLY  are  a  very  special 
group  of  people.  Shouldn't  you  be  in  the  inner  circle,  too? 


Publishers  Weekly 

The  Journal  of  the  Book  Industry 


Subscription  Dept..  R.  R.  Bowker 
1 180  Avenue  of  the  Americas, 
New  York,  NY  10036 


YES,  please  enter  my  subscription  to  PUBLISHERS  WEEKLY  at  the  special  introductory  price 
I  have  checked  off  below.  I  understand  that  if  I'm  not  satisfied  with  PW,  I  may  cancel  my 
subscription  at  any  time  and  receive  a  full  refund  based  on  copies  still  due. 

□  25  weeks  for  $27    □  51  weeks  for  $53    □  Payment  enclosed    □  Bill  me 
Please  bill  my:    □  VISA    □  MasterCard    □  AMEX 


Accounl#_ 
Signature  _ 


_Exp.  Date- 


Name  

Address. 
City  


-State. 


_Zip_ 


PUBLISHERS  WEEKLY  is  published  51  times  a  year.  Look  for  deli  very  of  your  first  copy  In  4-6  weeks  Subscription  price  outside  of  U.S 
and  possessions:  $40  Subscription  price  for  jet-sped  services:  Europe  $180.  Far  East  &  Australia  $260. 
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Statistical  Spotlight 


The  market  has  been  months  ahead  of  the  economy.  Yet  evem 
now,  with  recovery  in  sight,  analysts  are  still  wearing  their  belts[ 
with  suspenders.  So  what's  a  poor  invester  to  do? 


Wall  Street: 
Wary  optimism 


Where  the  analysts  are  becoming  more  optimistic 


Over  the  past  six  months  analysts  have  raised 
the  consensus  earnings  estimates  on  these  29 
issues.  The  revisions  range  from  152.5%  to 


26.7%.  Those  issues  where  there  is  little  analyst 
agreement  offer  more  risk  but  greater  specula- 
tive opportunity  if  the  optimists  are  right. 


-Analysts- 


Recent 

1982 

 1983  EPS  estimate  

P/E  on 

amount  a 

Company/principal  business 

price 

EPS 

9/30/1982 

recent 

%  change 

estimate 

number 

agreemeni 

Pulte  Home/building 

58  Vi 

$1.81 

$1.49 

$3.75 

152.5% 

15.6 

7 

loi 

HF  Ahmanson/savings  &  loan 

31% 

-1.88 

1.43 

3.42 

139.3 

9.2 

12 

very  low 

Golden  West  Finl/savings  &  loan 

17% 

-0.97 

1.02 

2.25 

120.6 

7.7 

12 

very  loM 

First  Charter  Finl/savings  &  loan 

24  Vi 

-2.05 

0.94 

2.06 

119.6 

11.9 

12 

loi 

Asarco/metals,  mining 

34% 

-2.00 

0.83 

1.77 

112.4 

19.3 

13 

very  lov 

Finl  Corp  America/savings  &.  loan 

32Va 

2.40 

2.20 

4.64 

111.2 

7.0 

4 

averag 

Imperial  Corp  of  Am/savings  &  loan 

12% 

-4.30 

0.64 

1.15 

78.4 

11.0 

11 

very  loi 

Certain-Teed/building 

HVa 

-0.86 

0.73 

1.29 

75.6 

17.2 

10 

very  loi| 

Coleco  Inds/toys,  computer  equip 

23 

2.90 

2.21 

3.78 

71.1 

6.1 

12 

loi) 

Ryland  Group/building 

52  Vi 

1.40 

2.10 

3.52 

67.8 

14.9 

7*. 

loi 

Homestake  Mining/mining 

24% 

0.50 

0.81 

1.31 

62.6 

18.6 

11 

very  loi 

MacMillan/publishing 

27% 

1.81 

1.41 

2.23 

58.0 

12.4 

3 

averag 

Phibro-Salomon/brkge,  mtls  trading 

69 

4.59 

4.79 

7.31 

52.5 

9.4 

11 

loi 

Community  Psych  Cntrs/health  care  svcs 

SiVe 

1.60 

1.29 

1.97 

52.2 

15.8 

19 

hid 

Great  Western  Finl/savings  &  loan 

24 

-2.75 

1.71 

2.57 

50.2 

9.3 

14 

very  loi 

Lear  Petroleum/petroleum 

13% 

0.76 

0.64 

0.96 

49.0 

13.8 

9 

very  loi 

Standard-Pacific/building 

16% 

0.17 

0.89 

1.32 

47.7 

12.7 

3 

loi 

Kaufman  &  Broad/building,  insurance 

22% 

-1.96 

0.88 

1.28 

46.1 

17.8 

5 

very  loi 

Ryan  Homes/building 

45 

0.56 

1.80 

2.60 

44.3 

17.3 

15 

lo\ 

UAL/airline 

35  Vi 

0.36 

2.45 

3.51 

•43.3 

10.1 

16 

very  loi 

Owens-Corning  Fibergls/bldg  materials 

43% 

0.98 

2.08 

2.98 

43.1 

14.7 

15 

\6 

Petro-Lewis/petroleum 

9% 

0.83 

0.84 

1.19 

41.4 

8.2 

4 

la 

Magic  Chef/appliances 

25% 

0.78 

1.29 

1.80 

39.5 

14.2 

7 

loi 

Commodore  Intl/computer  equip 

75% 

2.64 

3.59 

4.95 

37.9 

15.3 

13 

loi 

Jim  Walter/building 

43  Vi 

0.29 

2.94 

3.92 

33.2 

11.0 

14 

lo 

Levitz  Furniture/furniture 

6H/2 

1.90 

3.12 

4.11 

31.6 

15.0 

4 

lo 

Grumman/aerospace 

53  Vs 

4.13 

4.77 

6.21 

30.2 

8.6 

12 

very  lo 

Quaker  State  Oil  Ref/petroleum 

20 

1.77 

1.62 

2.09 

29.1 

9.6 

4 

averaj 

Intergraph/computer  equip 

30 

0.56 

0.72 

0.91 

26.7 

33.0 

9 

averaj 
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By  Steve  Kichen 
and  Paul  Bom  stein 


After  being  burned  the  better 
ipart  of  two  years  by  forecasts 
Lthe  recession  proved  too  opti- 
listic,  security  analysts  are  acting  as 
they  are  afraid  to  believe  in  econom- 
:  recovery.  "Analysts  are  still  cutting 
vice  as  many  earnings  estimates  as 
ley  are  raising,"  reports  Stanley  Le- 
ine,  vice  president  of  Lynch,  Jones  & 
yan,  the  New  York-based  brokerage 
rm  whose  Institutional  Brokers  Esti- 
late  System   (IBES)  tracks 
linings  estimates.  Even 
),  there  seem  to  be 
enty  of  upbeat  pro- 
Duncements.  The  ra- 
o  of  increased  esti- 
.ates  to  decreased  esti- 
ates,  while  still  low,  is 
imbing. 

Hardly  any  group  is 

ining  faster  in  the  esti- 
tation  of  analysts  than 
|.e  savings  and  loan  in- 


dustry, where  estimates  are  running 
159%  higher  than  they  were  half  a 
year  ago.  The  seers  are  also  excited 
about  brokerage  firms  (estimates  up 
94%).  Currently,  for  most  industry 
groups,  1983  estimates  are  still  being 
scaled  back,  even  as  cyclical  recovery 
seems  to  be  taking  hold.  Hardest  hit: 
the  steel  industry,  where  they  are  off 
%  from  six  months  ago;  nonferrous 
metals,  down  62%;  and  oilfield  ser- 
vice, off  52%.  What  applies  to  indus- 
try groups  applies  to  individual  stocks 
as  well.  Out  of  the  whole  IBES  uni- 
verse, Pulte  Home,  a  spectacularly 
lnJiot  performer  on  the  Amex, 
shows   the   greatest  in- 
crease in  1983  earnings 
estimates    over  the 
i  last  six  months.  The 
1  biggest  loser  in  popu- 
larity: Amsted  Indus- 
tries, slashed  an  aver- 
age 78.8%. 

It  is  an  interesting 
challenge  to  find  a  use 
for  earnings  estimates 


Where  the  analysts  are  becoming  less  optimistic 


Despite  the  signs  of  economic  recovery,  analysts 
are  still  scaling  down  more  forecasts  than  they 
are  scaling  up.  Below  are  80  issues  that  have 


been  hit  the  hardest  in  Wall  Street  reports. 
These  consensus  estimates  have  been  reduced 
40%  or  more  over  the  last  six  months. 


-Analysts- 


Recent 

1982 

 1983  EPS  estimate  

P/E  on 

amount  of 

i  Company /principal  business 

price 

EPS 

9/30/1982 

recent 

%  change 

estimate 

number 

agreement 

!  Amsted  Inds/railroad  equipment 

27% 

$1.65 

$2.55 

$0.54 

-78.8% 

50.7 

9 

very  low 

I  Parker  Drilling/oilfield  equip  and  svcs 

7% 

2.65 

2.30 

0.56 

-75.6 

13.8 

17 

very  low 

:  Seafirst  Corp/bank  holding 

14 

-5.59 

3.85 

0.99 

-74.3 

14.1 

15 

very  low 

i  Jamesbury/valves 

16% 

1.47 

1.83 

0.52 

-71.6 

32.2 

7 

very  low 

Westmoreland  Coal/coal 

15% 

1.14 

2.73 

0.78 

-71.4 

20.2 

6 

very  low 

■  Simpson  Inds/auto  equipment 

16% 

1.35 

2.28 

0.66 

-71.1 

25.4 

5 

very  low 

Timken/auto  equipment 

S5Vs 

-0.27 

6.73 

2.00 

-70.3 

27.6 

6 

very  low 

Tandy  Brands/specialty  retail 

15 

0.26 

1.65 

0.55 

-66.7 

27.3 

3 

average 

i  Hanna  Mining/mining 

26% 

-2.18 

2.61 

0.89 

-65.9 

28.4 

7 

very  low 

NL  Inds/oilfield  equip  and  svcs 

14% 

2.90 

4.24 

1.47 

-65.3 

9.8 

19 

very  low 

foy  Manufacturing/machinery 

24  Vi 

4.27 

4.15 

1.48 

-64.3 

16.6 

18 

low 

Oak  Inds/electronics 

11% 

0.25 

2.65 

0.96 

-63.8 

12.1 

6 

very  low 

Caesars  World/hotel,  gaming 

10 % 

0.30 

1.46 

0.53 

-63.6 

19.8 

7 

very  low 

GEO  Intl/oilfield  equip  and  svcs 

9 

1.47 

2.22 

0.81 

-63.5 

11.1 

4 

very  low 

Baker  Intl/oilfield  equip  and  svcs 

16V* 

3.60 

4.05 

1.50 

-63.0 

10.8 

28 

very  low 

Caterpillar  Tractor/machinery 

44% 

-2.04 

3.97 

1.48 

-62.7 

29.9 

18 

very  low 

1  Kaiser  Cement/cement 

30  Vi 

2.38 

1.71 

0.64 

-62.5 

47.7 

9 

very  low 

Ingersoll-Rand/machinery 

46  % 

2.35 

6.13 

2.42 

-60.5 

19.1 

18 

very  low 

Carpenter  Technology/specialty  steel 

40Vi 

3.85 

4.06 

1.64 

-59.6 

24.5 

8 

very  low 

Inland  Steel/steel 

30>/8 

-6.27 

1.76 

0.73 

-58.5 

41.3 

15 

very  low 

AE  Staley  Mfg/food  processing 

24% 

2.75 

3.17 

1.32 

-58.4 

18.7 

14 

very  low 

i  Wynn's  Intl/auto  equipment 

14% 

-1.87 

2.83 

1.20 

-57.6 

12.0 

4 

very  low 

;  Smith  Intl/oilfield  equip  and  svcs 

18% 

3.61 

4.92 

2.10 

-57.3 

8.9 

25 

very  low 

l  United  Cable  TV/cable  TV- 

19% 

1.38 

1.33 

0.58 

-56.5 

33.8 

10 

very  low 

Bearings  Inc/bearings 

33% 

3.01 

3.78 

1.67 

-55.8 

20.2 

7 

very  low 

Aluminum  Co  of  Am/aluminum 

31% 

-0.15 

2.81 

1.24 

-55.8 

25.7 

20 

very  low 

•  Rexnord/machinery 

14% 

0.35 

1.39 

0.62 

-55.3 

23.8 

5 

very  low 

Storer  Communications/broadcasting 

29  Va 

0.29 

1.74 

0.79 

-54.6 

37.0 

14 

very  low 

Northwest  Industries/multicompany 

33% 

8.75 

9.37 

4.34 

-53.7 

7.7 

8 

very  low 

■  Masco/building 

33  Vi 

1.48 

4.56 

2.11 

-53.7 

15.9 

12 

high 

Source  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lyticl}.  lanes  &  Ryan 
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which  the  analysts  did  not  coun 
that  subsequently  move  stock 
above  or  below  the  averages. 

They  also  uncovered  an  even  mor 
interesting — and  possibly  more  use! 
ful — phenomenon.  Note  the  last  twj 
columns  in  each  table.  One  tells  yoj 
how  many  analysts  prognosticated  01 
that  stock.  The  other  column,  labele 


Where  the  analysts  are  becoming  less  optimistic 

 Analysts- 


Recent 

1982 

 1983  EPS  estimate  

P/E  on 

amount  o 

Company/principal  business 

price 

EPS 

9/30/1982 

recent 

%  change 

estimate 

number 

agreemenl 

Occidental  Petrol/energy,  food  proc 

18% 

ffn  f-  C\ 

C3.  £7 
Jo.  82 

t  1  7G 

51 .  /S 

QIAO/ 
—  5o.4  /o 

10.6 

14 

very  low 

Hughes  Tool/oilfield  equip  and  svcs 

1 0'/s 

7  /C  c 

Z.65 

3  on 
3.8U 

1  70 

1./8 

C  7  7 

-53.2 

O  7 

y.z 

7  A 

24 

very  lov) 

Pacific  Resources/petroleum 

8% 

0.79 

1   O  7 

1.8/ 

U.88 

C  7  O 

—  52.9 

9.9 

3 

 l  8 

very  lo> 

Alcan  Aluminium/aluminum 

mi/ 
30% 

n  / n 

-U.69 

2.21 

1.05 

-52.4 

28.9 

16 

very  lovi 

Franklin  Electric/electrical  equipment 

17'/2 

0.28 

2.07 

0.99 

-52.2 

17.7 

4 

lovi 

Intermedics/health  care  prods 

20% 

n  70 

0.  /8 

Z.jO 

1  .Z4 

—  a  1 .0 

16.6 

1 1 

very  lovi 

RLC/trucking 

1  7 
1  Z 

n  c  i 

U.5  1 

1   1  7 

U.D  / 

i  /i 
—  r>  i  .4 

7  ]  l 
Z  1 . 1 

7 
O 

very  low 

Dresser  Industries/oilfield  equip  and  svcs 

1 6  /k 

1  1  Q 

/.  l  y 

Z.oo 

1    "2  Q 

—  D  1 .2 

1  1  7 

11./ 

7  A 
Z4 

very  loy 

Daniel  Inds/oilfield  equip  and  svcs 

y  vi 

1  7/1 
1./4 

1.99 

0.98 

-50.7 

C\  7 

y./ 

7 

3 

low 

Cross  &  Trecker/machinery 

26% 

3.13 

1.11 

0.55 

-50.5 

48.0 

16 

very  lov 

Parker-Hannif  in/machinery 

7£V 

2. 12 

7  CO 

Z.50 

1  7  c 

1 .25 

cn  n 
—  50. U 

7  1/1 

Z1.4 

1  A 

14 

very  loy 

Allegheny  Intl/multicompany 

one/ 

2y% 

U.21 

C  7/C 

5.  /  6 

7  flC 

2.95 

/I  O  O 

-48.8 

in  n 

10.0 

6 

very  lovi 

Fniehauf  /  trucking 

31  % 

—  2.4/ 

QIC 

3.  Id 

1  .62 

—  48.6 

iy.6 

5 

very  lov 

National  Micronetics/computer  equip 

2U'/2 

i  n  l 
1 .01 

1.36 

0.70 

-48.5 

7  n  7 
29.3 

4 

averag) 

Gelco/transp  and  leasing  svcs 

19% 

2.51 

3.20 

1.66 

-48.1 

11.9 

9 

very  lov 

Cameron  Iron  Works/oilfield  equip,  svcs 

1  77/ 
1  /  /8 

c  m 
5.U2 

4.36 

2.28 

-47.7 

7  Q 

/.8 

n 

y 

lov 

Eaton  Corp/auto  equipment 

34 

-6.74 

4.  DO 

2.46 

A  7  7 

—  4  /  .Z 

13.8 

16 

very  lo? 

Warner  Communications/entertainment 

28J/4 

2  /I  A 

3.46 

A  77 

0.  /  / 

o.61 

/t  A  7 
—  40.  / 

o  n 
8.0 

7  7 

22 

lo? 

Lone  Star  Inds/cement 

2/11/ 

U.U5 

1.95 

1.04 

-46.7 

3  7  O 

oz.y 

IU 

very  lo' 

Datapoint/computer  equip 

21% 

0.12 

1.17 

0.63 

-46.3 

34.5 

14 

very  loi 

Frontier  Holdings/airline 

19% 

1    /"  7 

1.6/ 

3  7A 
3.  /0 

7  nn 
2.0U 

a  A.  n 
—  46.0 

9.8 

12 

lO' 

Stewart  &  Stevenson/machinery 

12J/8 

1  OA 

1 .84 

Z.88 

1 .56 

A  C  O 

— 45. y 

7  n 

/.y 

A 

4 

averag 

Cooper  Inds/machinery 

28 

2.  /5 

A    1  | 

4.31 

7   7  C 

2.35 

/ICC 

-45.5 

I  1  o 

I I  .y 

1  Q 

1 8 

101 

Measurex/electrical  equipment 

22% 

-0. 10 

1.25 

0.68 

-45.5 

32.9 

5 

lo' 

Granite  ville/textiles 

10% 

-3.26 

1.00 

0.55 

-45.0 

19.8 

4 

very  lo' 

Sabine/oil  and  gas  explor,  dev,  prod 

18% 

1 .54 

7  17 

2.33 

1  7  n 

i  ,2y 

A  A  /" 

—  44.6 

14.3 

15 

very  lo 

Moore  McCormack  Res/transp,  resrcs 

7  £.  1  / 

26  V2 

i  nn 
1.U9 

3  /i  c 
3.45 

1   0. 1 

l.yi 

/I  /I  Z' 

—  44.6 

1  3  C\ 

13. y 

8 

r5>A/airline 

28  vi 

3    1  £. 

3.16 

/i  on 
4.8U 

7  /£Q 
Z.68 

.1/17 
—  44. Z 

in  / 

10.6 

8 

very  lo 

Materials  Research/industrial  equipment 

2.1  /% 

n  7  i 
U.2 1 

1.21 

0.68 

-43.8 

A(\  1 
4U.o 

3 

very  loi 

Siltec/semiconductors 

11% 

-0.19 

1.03 

0.58 

-43.5 

20.3 

3 

very  lo 

Midland-Ross/machinery 

1 6% 

n  i  n 
0.10 

2.23 

1.26 

-43.5 

17  7 

13.3 

o 

8 

very  lo 

Celanese/chemicals,  textiles 

55% 

0.05 

/   £  7 

6.67 

3.78 

-43.3 

14.7 

19 

lo 

Omark  Industries/machinery 

20% 

1.86 

2.06 

1.17 

-43.1 

17.2 

9 

10 

Norton  Co/machinery 

38% 

1.13 

4.65 

2.67 

-42.6 

14.5 

8 

lo 

Spectra-Physics/precision  instruments 

25Va 

0.22 

1.08 

0.62 

-42.5 

40.7 

9 

very  lo 

Zenith  Radio/electronics 

16% 

-1.15 

0.89 

0.51 

-42.4 

32.4 

10 

very  lo 

Manitowoc/construction  equipment 

18% 

2.95 

1.63 

0.94 

-42.3 

19.9 

4 

very  la 

Digicon/oilfield  services 

9% 

2.81 

2.61 

1.51 

-42.2 

6.5 

8 

very  lc 

Ideal  Basic  Inds/cement 

22  Vs 

-1.81 

1.29 

0.75 

-42.0 

29.5 

6 

very  lc 

Tonka/toys 

18 

-0.65 

2.07 

1.20 

-41.9 

15.0 

3 

very  lc 

Delta  Air  Lines/airline 

49% 

0.52 

2.61 

1.52 

-41.8 

32.4 

18 

very  lc 

Natomas/oil  and  gas  explor,  dev 

14% 

0.64 

4.55 

2.66 

-41.6 

5.4 

16 

very  lc 

GCA/precision  instruments 

36% 

-1.77 

1.49 

0.87 

-41.6 

41.8 

19 

very  lc 

Allen  Group/auto  equipment 

1% 

-2.44 

2.22 

1.30 

-41.4 

1.4 

7 

lc 

Petrolane/oilfield  equip  and  svcs 

127s 

2.00 

2.26 

1.33 

-41.2 

9.7 

14 

very  lc 

AMR  Corp/airline 

27Va 

-1.00 

3.88 

2.29 

-41.0 

11.9 

19 

very  k 

Rollins  Inc/industnal  services 

14Vs 

1.70 

2.08 

1.23 

-41.0 

11.5 

8 

lc 

GATX/railroad  equipment 

29Va 

2.41 

3.84 

2.29 

-40.3 

12.7 

10 

lc 

XTRA/trucking 

24 '/2 

1.29 

2.70 

1.62 

-40.1 

15.1 

4 

very  lcli 

Gifford-Hill/cement 

19% 

0.07 

2.03 

1.22 

-40.0 

15.7 

5 

Source  institutional  Brokers  Estimate  System  (IBES),  a  senice  of  Lynch,  Jones  &  A| 


Statistical  Spotlight 

when,  in  general,  estimates  seem  to 
trail  after  changes  in  the  stock  mar- 
ket. There  is  some  truth  in  the  old 
joke  that  analysts  raise  their  earnings 
estimates  when  stocks  go  up  and  low- 
er them  when  stocks  go  down. 


Jokes  aside,  professors  Edwin  El- 
ton and  Martin  Gruber  at  New  York 
University  have  done  extensive  re- 
search on  the  IBES  data.  They  claim 
to  have  shown  that  information 
contained  in  the  consensus  estimate 
is  already  included  in  the  share 
price.  It  is  not  what  the  analysts 
say,    then,    but    the    surprises  on 
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How  Dow  Jones  News/Retrieval* 
elped  Launch  Rockwell  International 
Into  A  New  World  Of  Information 


ieck  this  on  the  Dow"  is  a  familiar  sound  to  Ruth 
ining,  Manager  of  Business  Information  Services  at 
:kwell  International's  Pittsburgh  headquarters.  It's  a 
ise  executives  from  many  departments  use  as  they 
on  the  Business  Research  Center  to  get  them  infor- 
ion  for  marketing,  communications,  and  strategic, 
ncial  and  international  planning  projects. 

elusive  Business  Information  On  "The  Dow*" 

ie  Dow"  is  Dow  Jones  News/Retrieval®,  the  accurate 
timely  business  and  financial  information  service. 

;ervice  that  gives  Rockwell  decision-makers  instant, 

tronic  access  to  exclu-  • 
news  from  The  Wall 

et  Journal,  Barron's  and 
Dow    Jones  News 

e,  plus  stock  quotes, 

1  data,  corporate  and 

istry  profiles  and  other 

ortant    business  and 

icial  information. 

I  The  One  Tool  You  Can't  Be  Without 

iiough  Ruth  Gunning  has  more  than  400  data  bases  to 
i)se  from,  Dow  Jones  News/Retrieval  is  the  one  that's 
it  frequently  front  and  center.  "It's  the  first  place  I  go 
current  information,"  she  says.  "There  is  no  other  ser- 
!  available  to  me  that  offers  such  speed.  At  Rockwell, 
a  tool  that  cuts  across  all  departments." 


Business  Information  For  Every  Department 

Dow  Jones  News/Retrieval  provides  everything  from 
competitive  data,  economic  updates  and  contract  and 
merger  news,  to  special  reports  on  the  economy  and 
activities  in  Washington. 

So  Easy  To  Access. .  .So  Easy  To  Use 

News/Retrieval's  use  at  Rockwell  hardly  ends  with  the 
Business  Research  Center.  Other  Rockwell  staff  mem- 
bers prefer  to  access  News/Retrieval  directly  through  their 
own  terminals.  As  Ruth  Gunning  says,  "It's  so  easy  to  use, 
they  don't  need  someone  with  experience  to  do  it  for  them." 

Working  Smarter,  Faster  and  Less  Expensively 

Why  not  check  into  Dow  Jones  News/Retrieval  and  dis- 
cover how  it  can  help  every  department  in  your  company 
improve  productivity  by  working  smarter.  Accessible  on 
most  standard  terminals  and  personal  computers,  it's  easy 
to  use  and  surprisingly  inexpensive  since  you  pay  only 
for  the  information  you  request. 

Free  Booklet. .  .Free  Trial 

It's  easy  to  find  out  more  about  News/Retrieval.  For  a 
free  12-page  color  booklet  and  a  free  trial,  call  our  hotline. 

Call  Toll  Free  800-345-8500,  Ext.  49 

(Canada,  Alaska  &  Foreign  1-215-789-7008,  Ext.  49) 


DOWIQNES 


Dow  Jones  News/Retrieval  is  a  registered  trademark  of 
Dow  Jones  &  Company.  Inc. 


ther  up  or  down — over  the  last  six 
months.  The  list  is  thickly  populated 
with  machinery  and  oilfield  equip] 
ment  and  service  companies. 

Starting  on  pages  188  and  190  m 
alphabetical  lists  for  51  companiej 
that  analysts  expect  to  make  majol 
earnings  moves  in  1983,  versus  19821 
A  number  of  consumer  and  serviu 
areas — for  example,  insurance,  buildl 
ing  materials,  appliances  and  auto 
equipment — are  well  represented.  Bu| 
if  past  history  is  any  guide,  the  bes 
investment  opportunities  could  IU 
with  industries  in  which  there  is  stil) 
heavy  pessimism  and  little  agree 
ment,  such  as  oilfield  equipment  an< 
services. 


Where  the  analysts  predict  declines 


Last  year  was  tough  enough  for  most  firms,  but  earnings  range  from  27.5%  to  82.4%.  But,  for 
analysts  expect  this  year  to  be  even  worse  for  contrarians,  those  issues  in  which  the  experts 
these  38  companies.  The  expected  declines  in    prove  too  pessimistic  can  rebound  sharply. 


-Analysts  

Recent 

—Earnings  per  share- 

P/E  on 

amount  of 

Company/principal  business 

price 

1982 

1983  est 

%  change 

estimate 

number  agreement 

Amstar/sugar  processing 

25% 

$4.31 

$2.86 

-33.6% 

9.0 

4 

very  low 

Amsted  Industries/railroad  equipment 

27% 

1.65 

0.54 

-67.3 

50.7 

9 

very  low 

Baker  Intl/oilfield  equip,  svcs 

16'/4 

3.60 

1.50 

-58.3 

10.8 

28 

very  low 

Bearings  Inc/bearings 

33% 

3.01 

1.67 

^4.5 

20.2 

7 

very  low 

Cameron  Iron  Works/oilheld  eq,  svcs 

17% 

5.02 

2.28 

-54.6 

7.8 

9 

low 

Carpenter  Technology/specialty  steel 

40  Va 

3.85 

1.64 

-57.4 

24.5 

8 

very  low 

Cross  &  Trecker/industrial  machinery 

26% 

3.13 

0.55 

-82.4 

48.0 

16 

very  low 

Daniel  Inds/oilfield  equip,  svcs 

9% 

1.74 

0.98 

-A3.7 

9.7 

3 

low 

Digicon/oilfield  services 

9% 

2.81 

1.51 

-A6.3 

6.5 

8 

very  low 

Dresser  Industries/oilfield  equip,  svcs 

16% 

2.19 

1.38 

-37.0 

11.7 

24 

very  low 

Enterra/oilfield  equip,  svcs 

16 

3.17 

1.13 

-64.4 

14.2 

3 

very  low 

Gelco/transp,  leasing  svcs 

19% 

2.51 

1.66 

-33.9 

11.9 

9 

very  low 

GEO  Intl/oilfield  equip,  svcs 

9 

1.47 

0.81 

-A4.9 

11.1 

4 

very  low 

Global  Marine/oilfield  services 

7% 

2.71 

1.93 

-28.8 

4.0 

16 

low 

Helmerich  &  Payne/drilling 

17% 

2.98 

2.16 

-27.5 

8.0 

17 

average 

Hughes  Tool/oilfield  equip,  svcs 

16% 

2.65 

1.78 

-32.8 

9.2 

24 

very  low 

International  Minerals/minerals 

39 

4.56 

3.27 

-28.3 

11.9 

16 

low 

Jamesbury /valves 

16% 

1.47 

0.52 

-64.6 

32.2 

7 

very  low  1 

Joy  Manufacturing/machinery 

24  Vi 

4.27 

1.48 

-65.3 

16.6 

18 

low  1 

Kaiser  Cement/cement 

30% 

2.38 

0.64 

-73.1 

47.7 

9 

very  low  1 

Manitowoc/construction  equip 

18% 

2.95 

0.94 

-68.1 

19.9 

4 

very  low 

National  Micronetics/computer  equip 

20% 

1.01 

0.70 

-30.7 

29.3 

4 

average  1 

NL  Industries/oilfield  equip,  svcs 

14% 

2.90 

1.47 

-49.3 

9.8 

19 

very  low  1 

Northwest  Industries/multicompany 

33% 

8.75 

4.34 

-50.4 

7.7 

8 

very  low  1 

Omark  Industries/machinery 

20% 

1.86 

1.17 

-37.1 

17.2 

9 

low  1 

Parker  Drilling/equip,  svcs 

7% 

2.65 

0.56 

-78.9 

13.8 

17 

very  low  1 

Parker-Hannifin/machinery 

26% 

2.12 

1.25 

-41.0 

21.4 

14 

very  low  1 

Petrolane/oilfield  equip,  svcs 

127s 

2.00 

1.33 

-33.5 

9.7 

14 

very  low  1 

HH  Robertson/machinery 

30% 

5.57 

4.01 

-28.0 

7.5 

3 

average  1 

Rollins  Inc/industrial  services 

14% 

1.70 

1.23 

-27.6  " 

11.5 

8 

low  1 

Rowan  Cos/onshore  drilling 

9% 

2.36 

1.40 

-40.7 

7.0 

19 

very  low  1 

Simpson  Industries/auto  equipment 

19% 

1.35 

0.66 

-51.1 

29.9 

5 

very  low  I 

Smith  Intl/oilfield  equip,  svcs 

18% 

3.61 

2.10 

-41.8 

8.9 

25 

very  low 

AE  Staley  Mfg/food  processing 

24% 

2.75 

1.32 

-52.0 

18.7 

14 

very  low 

Unifi/textiles 

16% 

1.87 

1.15 

-38.5 

14  6 

3 

low 

United  Cable  TV/cable  TV 

19% 

1.38 

0.58 

-58.0 

33.8 

10 

very  low 

Westmoreland  Coal/coal 

15% 

1.14 

0.78 

-31.6 

20.2 

6 

very  low 

Zapata/oilfield  equipment 

14% 

4.73 

3.40 

-28.1 

4.3 

11 

average| 

Source.  International  Brokers  Estimate  System  (/BES),  a  service  of  Lynch,  Jones  &  Ryan. ,  1' 

Statistical  Spotlight 

"amount  of  agreement,"  describes  the 
coefficient  of  variation — a  measure  of 
how  close  or  far  apart  the  analysts 
were  in  their  estimates.  There  are  five 
agreement  ranks,  from  "very  high"  to 
"very  low." 

According  to  Elton  and  Gruber,  a 
low  or  very  low  level  of  agreement 
among  analysts  can  sometimes  point 
to  better  investment  opportunities 
than  a  very  high  level  of  agreement. 
Little  in  the  way  of  market  surprise 
would  be  expected  from  a  utility  like 
Houston  Industries  (p.  192),  for  exam- 
ple, which  has  a  high  level  of  agree- 


ment on  its  consensus  estimate  from 
19  analysts. 

However,  Elton  and  Gruber  believe 
it  is  still  possible  to  earn  above-mar- 
ket returns,  if  you  can  locate  those 
stocks  for  which  analysts  moat  under- 
estimate earnings.  Therefore,  issues 
graded  "very  low"  in  consensus  could 
turn  out  to  be  superior  performers,  if 
final  earnings  figures  range  on  the 
high  side.  "In  uncertainty  there  is 
profit,"  is  what  they  are  telling  us. 
There  is  often  widespread  divergence 
on  estimates  of  steel,  auto  parts, 
trucking,  railroads  and  airlines. 

The  tables  starting  on  pages  182  and 
183  list  109  companies  that  have  had 
significant  changes  in  estimates — ei- 
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FirMtvUSA. 


No  other  account  does  more  for  your  money. 


Introducing  the  Ultra  Service 
Account:  money  market  yields, 
unlimited  checking,  plus  the  essen- 
tial financial  services  you  need  -  all 
in  one  convenient  account.  And  the 
only  fee  you  pay  is  $3  a  month! 

Today's 
yields. 

•  All  cash  is  automati- 
cally invested  in  Fidelity 
Daily  Income  Trust.the  highly 
respected  money  market  fund. 


1 


Unlimited 
checking. 

Write  checks  for  any  amount  - 
no  minimum.  And  any  number  of 
checks.  No  extra  charge. 

Personalized  checks. 

Specially  printed  with  your  name 
and  the  Fidelity USAemblem. 
No  extra  charge. 

4 Cancelled  checks 
returned  to  you 
•with  statement. 

So  you  can  keep  for  your  permanent 
records. 


2 

nom 
checi 

3 


•Choice  of 
checkbooks. 

Select  wallet-style 
with  register  (free),  end- 
stub,  or  executive  three-per-page. 

Check-coding  system. 

Automatically  tracks  your 
spending  by  category  for  tax 
and  budgeting  ease. 


6 


7 


Discount  brokerage 
service. 

Save  up  to  707c  *  on  commissions, 
even  more  if  you're  an  active  trader. 

8 Margin  borrowing 
l  privileges. 
•  Borrow  against  your  stocks  at 
low  margin  rates. 


MasterCard. 


^^^r  Prestigious 

gold  MasterCard 

Obtain  cash  at  any  MasterCard 
bank,  make  purchases  worldwide  at 
3  million  locations.  No  extra  charge. 


10. 

day  or  n 

11 

paymer 
dates  y( 

12 

stolen  ca 

13 
14 

monthly  i 
a  clear  ov 

15. 


Pay-By-Phone. 

Pay  bills,  any  amount,  any  time 
day  or  night.  No  extra  charge. 

Automatic 
payments. 

Regular  bills  (mortgage,  car 
payments,  etc. )  paid  automatically  on 
dates  you  select.  No  extra  charge. 

Credit  card 
security. 

I*  You  can  cancel  all  lost  or 
stolen  cards  with  one  toll-free  call. 

Direct  deposit. 

Paychecks  automatically 
deposited  in  your  account. 

The  Ultra 
statement. 

Easy-to-read 
monthly  statement  gives  you 
a  clear  overall  financial  picture. 

Easy 

transfer  of  funds. 

A  phone  call  moves  money 
from  your  bank  to  Fidelity  USA  or  vice 
versa.  Or  between  Fidelity  USA  and 
other  Fidelity  accounts. 


16 


Special  toll-free 
numbers. 

Do  all  your  business  over 
the  phone.  Call  24  hours  a  day 
for  current  interest  rates. 

"fl^  Expert  account 
/  representatives 

Complete  service 
and  account 
information  by 
specially 
trained  Fidelity 
USA  staff.  And 
at  27  Fidelity 
Brokerage 
branches 
nationwide. 

Professional 
accounts. 

Fidelity  USA  can  help  profes- 
sional people  earn  high  rates,  maxi- 
mize float,  simplify  tax  filings  and 
bookkeeping. 

ATM  access. 

Later  this  year,  you'll  be  able  to 
get  cash  at  automatic  teller 
locations,  24  hours  a  day,  7  daysa  week. 

More  to  come. 

New  features  and  technol- 
ogies will  be  continually 
added  to  keep  Fidelity  USA  the  most 
up-to-date  financial  service  available. 


18. 

sionalpei 
mize  floa 
bookkeei. 

19 

locations, . 

20. 


FIDELITY 


ULTRA  SERVICE  ACCOUNT 

82  Devonshire  Street  Boston,  MA  02109 

Call  Free  (800)  225-6190 

In  Mass.  call  collect  (617)  523-1919 


•^K^P^M  D  YES,  please  send  me  information  about  the  exciting 


..  .  |j|  new  Fidelity  USA  account,  including  a  FDIT  prospectus. 
■  I  will  read  carefully  before  investing.  I  understand  the 
™  minimum  account  is  $10.000. 

I  Instead  send  me  information  on  □  a  money  market  fund 
^  that  has  a  $1,000  minimum  □  Fidelity's  money-saving 
M  discount  brokerage  services. 
|  Name  

I  Address  

i  City  

I 


State. 


_Zip_ 


•Minimum  commission  $30. 00.  Based  on  1982  survey  of 
representative  full-cost  commissions.  Not  applicable  on 
underwritten  offerings  where  commission  is  fixed. 

USE  COUPON  OR  CALL  ANY  FIDELITY  OFFICE  Atlanta.  GA  404-231-3456  □  Austin,  TX  512-346-3393  □  Beaumont,  TX  713-832-7956  □  Boston,  MA  617-423-01 16 
:hicago,IL 312-726-3500  □  Clearwater,  FL  813-441-4508  □  Cleveland,  OH  216-566-1400  □  Dallas,  TX  214-263-7482  □  Dearborn,  Ml  313-336-8866  □  Denver,  CO  303-694-1680 
City,  NY  516-248-4060  □  Grand  Rapids,  MI  616-456-7741  □  Houston,  TX  713-960-0500  □  Kansas  City,  MO  816-474-4770  □  Los  Angeles,  CA  213-552-0047  □  Miami,  FL  305-371-9495 
pies,  FL  813-263-4101  □  New  York,  NY  212-820-9700  □  New  Orleans,  LA  504-837-4600  □  Paramus.NJ  201-967-9600  □  Phoenix,  AZ  602-264-9700  □  St.  Louis,  MO  314-727-6661 
San  Francisco.  CA  415-421-0813  □  San  Jose,  CA  408-371-9373  o  Sarasota,  FL  813-923-3881  □  Seattle,  WA  206-625-1414  □  Tulsa,  OK  918-627-1480 


Statistical  Spotlight 


Where  the  analysts  expect  the  biggest  gains 


Wall  Street's  experts  are  betting  that  these  issues  ment  of  opinion  on  only  two  issues,  TRE  Corp. 
will  show  earnings  gains  of  58.3%  or  more  in  and  Lennar.  In  contrast,  there  is  wide  disagree- 
1983.  But  remember:  There  is  very  high  agree-    ment  among  analysts  on  16  of  these  stocks. 


Analyst: 


Recent 

—Earnings  per  share 

P/E  on 

amount  of 

Company/principal  business 

price 

1982 

1983  est 

%  change 

estimate 

number 

agreement 

Alexander  &  Alexander/insurance 

22Ve 

$0.60 

$1.99 

231.7% 

11.1 

14 

average 

Airborne  Freight/freight  forwarding 

20% 

0.77 

1.38 

79.2 

15.0 

11 

low 

Amerada  Hess/petroleum 

21'/b 

2.00 

3.50 

75.0 

6.0 

17 

low 

American  Standard/building  materials 

33% 

1.30 

2.42 

86.2 

13.9 

13 

low 

AMF/recreation,  ind  equip 

16% 

0.53 

2.05 

286.8 

8.2 

5 

average 

Anchor  Hocking/packaging,  containers 

25% 

1.25 

2.16 

72.8 

11.9 

9 

low 

Armstrong  World  Inds/home  furnishgs 

27% 

0.95 

1.80 

89.5 

15.3 

14 

average 

AVX/electronics 

27 

0.64 

1.37 

114.1 

19.7 

3 

low 

AXIA/construction  equip 

20% 

0.65 

1.37 

110.8 

14.7 

3 

low 

Bear  Creek/mail-order  sales 

22  % 

1.34 

2.18 

62.7 

10.2 

3 

average 

Brock  Hotel/hotels 

9 

0.55 

0.91 

65.5 

9.9 

4 

very  low 

Brunswick/recreation  prods 

27% 

1.49 

3.12 

109.4 

8.7 

7 

low 

Burroughs/computer  equipment 

46% 

2.17 

4.51 

107.8 

10.3 

23 

average 

Cascade  Natural  Gas/natural  gas 

10% 

0.85 

1.46 

71.8 

6.9 

3 

low 

CBS/broadcasting 

68% 

4.01 

6.74 

68.1 

10.2 

21 

average 

Champion  Spark  Plug/auto  equipment 

9% 

0.70 

1.14 

62.9 

8.3 

6 

very  low  | 

Chesapeake  Corp  Va/pkg,  containers 

3lVi 

1.29 

2.07 

60.5 

15.2 

6 

low- 

Chrysler/automotive 

16% 

0.97 

2.95 

204.1 

5.6 

14 

very  low 

Cipher  Data  Prods/computer  equip 

30% 

0.60 

0.95 

58.3 

31.8 

3 

NA 

Commodore  Intl/computer  equip 

75% 

2.64 

4.95 

87.5 

15.3 

13 

low 

Continental  Illinois/bank  holding 

22% 

2.12 

3.90 

84.0 

5.8 

24 

low 

Cooper  Labs/health  care  prods 

77% 

2.42 

4.52 

86.8 

17.2 

3 

average 

Corcom/electronics 

24 

0.94 

1.54 

63.8 

15.6 

4 

average 

CTS  Corp/electronics 

37% 

1.57 

2.51 

59.9 

14.9 

5 

low 

Cordis/health  care  equipment 

80% 

0.75 

2.83 

277.3 

28.4 

9 

low 

Core  Labs/oilfield  equip,  svcs 

10% 

0.60 

1.01 

68.3 

10.6 

3 

low 

Crompton  &  Knowles/specialty  chems 

24 

1.05 

2.45 

133.3 

9.8 

3 

average 

Dana  Corp/auto  equipment 

33% 

1.43 

2.75 

92.3 

12.3 

13 

low 

Delta  Air  Lines/airline 

49% 

0.52 

1.52 

192.3 

32.4 

18 

very  low 

Dr  Pepper/beverages 

12Vi 

0.58 

1.21 

108.6 

10.3 

17 

low 

Ducommun/electronics 

39 

1.39 

2.77 

99.3 

14.1 

5 

low 

El  Paso  Co/gas  pipeline 

16% 

1.08 

2.30 

113.0 

7.2 

16 

low| 

Electro-Biology /health  care  equipment 

36>/4 

0.75 

1.57 

109.3 

23.1 

8 

average 

Emery  Air  Freight/freight  forwarding 

15% 

0.65 

1.29 

98.5 

12.0 

14  • 

low 

Federal  Co/food  processing 

27>/4 

2.14 

3.94 

84.1 

6.9 

6 

high 

Ferro  Corp/building  materials 

32% 

1.37 

2.43 

77.4 

13.3 

9 

low 

Freeport-McMoRan/metals,  mining 

20% 

0.95 

1.74 

83.2 

11.6 

14 

low 

Financial  Corp  of  Am/savings  &  loan 

32% 

2.40 

4.64 

93.3 

7.0 

4 

average 

First  Oklahoma  Bancorp/bank  holding 

16% 

2.02 

3.22 

59.4 

5.1 

3 

average 

Fremont  General/insurance 

24 

0.54 

1.37 

153.7 

17.5 

7 

very  lowi 

GAF/building  materials 

16% 

1.01 

1.63 

61.4 

10.0 

4 

very  low 

General  Dynamics/aerospace 

45% 

2.40 

4.57 

90.4 

10.0 

21 

average 

General  Motors/automotive 

59% 

3.09 

8.29 

168.3 

7.1 

18 

low 

General  Pub  Util/electric  utility 

7% 

0.55 

0.97 

76.4  ' 

7.7 

10 

very  low 

GenRad/electronics 

31% 

0.63 

1.12 

77.8 

28.1 

16 

average 

General  Tire  &  Rubber/tire  and  rubber 

34 

0.78 

3.69 

373.1 

9.2 

8 

low 

Gulfstream  Land  &  Dev/land  dev,  bldg 

26% 

1.01 

2.42 

139.6 

10.8 

3 

very  lowi 

Hawaiian  Electric/electric  utility 

32% 

2.35 

3.78 

60.9 

8.6 

10 

average 

Holiday  Inns/hotels,  gaming 

39% 

1.94 

3.11 

60.3 

12.7 

19 

average 

Walter  E  Heller  Intl/finance 

30% 

1.34 

2.94 

119.4 

10.2 

4 

average 

Homestake  Mining/mining 

24% 

0.51 

1.31 

156.9 

18.6 

11 

very  low 

HON  Inds/office  equipment 

22% 

1.04 

1.75 

68.3 

13.0 

4 

lowi 

Hoover  Universal/auto  equip 

28% 

1.79 

2.94 

64.2 

9.6 

5 

average 

NA:  Not  available  Source  Institutional  Broken  Estimate  System  (IBES),  a  sen  ice  of  Lynch,  Jones  &  Ryam 
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Business 
Communications 
Supplements 


Plug  into  Forbes 


l  The  executive  readers  of  Forbes  magazine 
r  understand  that  accepting  and  incorporating 
| todays  information  technology  is  no  longer 
Ian  option  in  a  productive  business.  But  it  is  un- 
|  likely  that  non-industry  executives  gain  their 
understanding  of  the  business  communications 
■field  by  settling  down  to  Byte  on  the  6:05; 
jjForbes  is  their  magazine. 

The  Forbes  Information  Industry  series 
ioffers  business  communications  advertisers  a 
Sunique  connection  to  the  U.S.  business  deci- 
sion maker.  Written  by  experts  and  supported 
Iwith  handsome  graphics,  the  Information 
Industry'  series  is  designed  to  produce  tangible 
results.  In  1982,  Forbes  supplements  on 


computer-related  topics  generated  over  55,000 
inquiries  as  well  as  a  number  of  written 
requests  for  reprints. 

Don't  miss  the  Forbes  connection  to  busi- 
ness markets.  We  provide  direct  marketing  and 
merchandising  support  for  all  advertisers  par- 
ticipating in  supplements.  For  more  informa- 
tion contact,  Arnold  J.  Prives,  Director  of 
Advertising  Supplements  at  (212)  620-2224 
Coming  up  in  1983 
Top  50  Materials  closing  May  9 
Telecommunications  Materials  closing 
August  1 

Office  Automation  Materials  closing 
September  26 


Forbes 

Capitalist  Tool ' 


Statistical  Spotlight 


Where  the  analysts  expect  the  biggest  gains 


Company/principal  business 


Recent 
price 


1982 


-Earnings  per  share  

1983  est  '       %  change 


P/E  on 
estimate 


number 


-Analysts- 


Horn  &  Hardart/restaurants  26%  1.14  2.08  82.5  12.7  3 

Houston  Industries/electric  utility  20%  1.62  3.86  138.3  5.4  19 

Insilco/metal  fabricating  23%  0.85  1.90  123.5  12.2  5 

Intel/electronics  46%  0.65  1.35  107.7  34.6  29 

Intergraph/computer  equipment  30  0.56  0.91  62.5  33.0  9 

Interlake/steel  335/s  0.92  2.70  193.5  12.5  5 

Intermedics/health  care  products  20%  0.78  1.24  59.0  16.6  11 

InterNorth/natural  gas  25%  3.01  4.84  60.8  5.2  16 

Jackson  National  Life/insurance  27%  1.44  3.11  116.0  8.9  4 

Lennar/building  25  0.51  1.38  170.6  18.1  3 

Levitz  Furniture/furniture  61%  1.90  4.11  116.3  15.0  4 

Magic  Chef/appliances  25%  0.78  1.80  130.8  14.2  7 

Manufacturers  National/bank  holding  29%  2.38  6.00  152.1  5.0  3 

Mattel/toys  11%  1.78  2.94  65.2  4  8 

Mesa  Petroleum/petroleum  10%  0.99  1.61  62.6  6.6  18 

Moore  McCormack  Res/trans,  natl  res  26%  1.09  1.91  75.2  13.9  8 

Murray  Ohio  Mfg/recreation  equip  23  1.63  2.83  73.6  8.1  8 

Naples  Federal  S&L/savings  &  loan  26V8  0.70  2.95  321.4  9.0  3 

National  Gypsum/building  materials  33%  0.89  1.99  123.6  16.7  9 

Natomas/oil  explor,  development  14%  0.64  2.66  315.6  5.4  16 

Newmont  Mining/mining  49 'A  1.76  3.21  82.4  15.3  17 

Northern  Ind  Pub  Svc/electric  utility  13%  0.90  1.58  75.6  8.5  15 

Northwestern  Natl  Life/insurance  35%  1.33  5.06  280.5  7.1  4 

Norton  Co/industrial  prods  38%  1.13  2.67  136.3  14.5  8 

Occidental  Petrol/energy,  food  proc  18%  0.69  1.78  158  10.6  14 

Oshman's  Sporting  Gds/specialty  retail  23%  1.05  1.73  64.8  13.4  3 

Owens-Corning  Fiber/bldg  materials  43%  0.98  2.98  204.1  14.7  15 

Owens-Illinois/paper  and  forest  prods  32%  1.28  3.70  189.1  8.8  12 

Ozark  Air  Lines/airline  15%  0.77  1.88  144.2  8.1  10 

PACCAR/automotive  97%  4.11  6.79  65.2  14.4  9 

Pacific  Lumber/paper  and  forest  prods  27%  0.89  1.55  74.2  17.8  10 

Pennwalt  Corp/specialty  chemicals  37%  2.10  3.81  81.4  9.9  7 

Pioneer  Corp/natural  gas  18%  1.66  3.08  85.5  6.0  18 

Pope  &  Talbot/forest  products  21%  0.72  1.69  134.7  12.5  4 

Potlatch/forest  products  41%  0.87  2.29  163.2  18.1  18 

Pulte  Home/building  58%  1.81  3.75  107.2  15.6  7 

Puritan  Fashions/apparel  22%  2.19  3.58  63.5  6.3  3 

Progressive  lOhio)/insurance  42%  2.43  3.86  58.8  11.1  7 

Robertshaw  Controls/appliances  30%  1.55  2.64  70.3  11.5  3 

Ryan  Homes/building  45  0.56  2.60  364.3  17.3  15 

Ryland  Group/building  52%  1.40  3.52  151.4  14.9  7  lovl 

St  Regis  Paper/paper  and  forest  prods  31%  1.29  2.33  80.6  13.5  19  low 

Sealed  Air/packaging,  containers  32%  1.35  2.26  67.4  14.3  10  lovl 

Soo  Line  RR/railroad  33%  2.01  3.53  75.6  9.4  3  low 

Southern  Union/natural  gas  16%  1.96  3.13  59.7  5.4  5  averag< 

Superior  Ind  Intl/auto  equipment  10%  0.58  1.20  106.9  8.9  3  lov 

System  Inds/computer  equipment  13%  0.54  0.96  77.8  14.1  4  averagi 

Tandon/computer  equipment  40  0.73  1.23  68.5  32.5  12  average 

Thermo  Electron/machinery  22%  0.60  1.00  66.7  22.5  7  very  lov 

Towle  Manufacturing/household  prods  23%  1.16  2.63  126.7  8.9  5  average 

TRE  Corp/aerospace  31  0.88  1.51  71.6"  20.5  3         very  higl 

Trans  World/airline  33%  0.54  3.31  513.0  10.2  18  lo\ 

Tyler  Corp/building  materials  24%  1.08  1.85  71.3  13.2  7  lo\ 

Tymshare/computer  services  22  0.73  1.18  61.6  18.6  14  lov 

United  Energy  Res/natural  gas  27  4.25  7.27  71.1  3.7  16  averag 

US  Home/bmlding  ?1%  0.63  2.07  228.6  15.0  14  lw 

US  Surgical/health  care  prods  28%  0.80  1.33  66.3  21.2  13  loi 

Weyerhaeuser/forest  products  38  0.90  2.15  138.9  17.7  19  lo\ 

HJ  Wilson/retail  18%  0.72  2.14  197.2  8.8  8  averag 

Yellow  Freight  System/trucking  23%  0.75  1.79  138.7  13.3  14  loi 


Source  Institutional  Brokers  Estimate  System  (IBES),  a  senice  of  Lynch,  Jones  &  R)at 
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In  international 
ade  there  are  many 
:hings  you  carft  be 
I       sure  of... 

Buyers  and  sellers  across  frontiers  need 
bank  to  make  sure  their  trade  transactions 
e  properly  concluded.  Their  trading  profit 
spends  on  it. 

In  an  unsettled  world  you  can  rely  on  the 
led  and  tested  service  of  Lloyds  Bank.  It  is 
ounded  in  the  experience  of  banking  over- 
as  for  more  than  a  century. 

We  handle  your  documents  of  title,  open 
j"  confirm  and  negotiate  your  letters  of 
edit,  settle  your  payments  across  the 
i  changes,  and  we  finance  your  trade  before 
ipment  or  after  delivery. 

Our  people  abroad  know  their  markets. 
i7e  give  you  guidance  on  local  niles  and 


one  you  can, 
our  integrated 
service 


practice,  advice  on  commercial  conditions 
and  information  on  your  counterparties.  And 
we  keep  you  informed  of  the  progress  of  your 
transactions. 

You  can  trust  your  business  to  us, 
because  we  integrate  modern  methods  with 
traditional  disciplines  throughout  our  net- 
work of  branches  straddling  the  worlds  main 
trade  routes. 

Wherever  you  deal  with  us,  you 
secure  the  fast  and  sure  response  that 
gives  you  the  edge. 


Lloyds  Bank 
International 


The  Money  Men 


Don 't  think  technology'  is  the  secret  to  ven- 
ture capital  success.  Here's  a  savvy  startup 
team  that  puts  its  priorities  elsewhere. 


Beyond 
hand-holding 


By  John  A.  Byrne 


Oak  Investment  Partners  is  a 
venture  capital  firm  with  an 
$85  million  pool  of  money  to 
invest.  That's  big  when  it  comes  to 
backing  startups — and  Oak's  big- 
name  investors  are  big  winners.  The 
folks  who  put  up  its  money,  including 
Citicorp,  Connecticut  General  and 
Harvard  Management  Corp., 
just  love  Oak's  55%  com- 
pound annual  return.  To  be 
sure,  these  have  been  happy 
days  for  many  entrepreneurs, 
but  55%  is  still  impressive. 

Like  any  good  venture  cap- 
ital outfit,  however,  Oak  offers 
lots  more  than  money. 
Founders  Edward  Glassmeyer 
and  Stewart  Greenfield  pro- 
vide contacts,  managerial  ex- 
perience and  plain  old  hand- 
holding  that  often  outweigh 
their  financial  commitment. 
"You  can't  survive  in  this 
business  if  it's  just  the  mon- 
ey," says  Glassmeyer,  munch- 
ing a  sandwich  in  his  modem 
office  overlooking  Connecti- 
cut's Saugatuck  River.  "People 
come  in  here  looking  for  help." 

And  some  are  even  willing  to  pay 
for  it.  When  Alan  Shugart's  Seagate 
Technology'  sought  seed  money  in 
1980,  Oak  valued  the  startup  at  $5 
million — $7  million  less  than  other 
would-be  backers.  But  Shugart  chose 
Oak.  Similarly,  when  Telxon  Corp. 
looked  for  additional  financing  the 
following  year,  Chief  Executive  Rob- 
ert Meyerson  agreed  to  Oak's  $2  per- 
share  valuation  despite  other  higher 
offers.  "The  money  wasn't  as  impor- 


tant as  getting  Glassmeyer  on  our 
board,"  says  Meyerson. 

Why?  Simply  this:  Oak  has  a  top- 
notch  record  at  launching  successful 
startups,  and  its  backing  can  open 
doors.  Venture  capital  isn't  that  dif- 
ferent from  any  other  business;  you 
judge  an  unknown  entrepreneur  by 
the  company  he  keeps. 

Oak  doesn't  just  give  advice  either. 


Oak  's  Ed  Glassmey  er  and  Stu  Greenfield 
"Like  having  another  employee  on  the  payroll 


In  the  past  five  years,  Glassmeyer  and 
Greenfield  have  forced  management 
changes  at  about  a  dozen  companies. 
"If  you  want  venture  capitalists  to  give 
you  money  and  forget  about  you,  these 
aren't  the  guys,"  advises  Shugart. 

No  wonder.  Glassmeyer  and  Green- 
field have  backgrounds  that  give  them 
long  memories.  Glassmeyer,  41,  a 
Marine  officer  in  Vietnam,  passed  up 
an  offer  from  Morgan  Stanley  after 
getting  a  Dartmouth  M.B.A.  and 
joined    Citicorp    Venture  Capital. 


Greenfield,  51,  with  a  degree  in  clasj 
sics  from  St.  John's  College  in  Annapj 
olis,  put  in  almost  15  years  at  IBM. 

The  pair  began  working  together  ai 
Donaldson,  Lufkin  &  Jenrette'i 
Sprout  Group  in  1971.  At  Oak,  Green) 
field  is  a  soft-spoken,  scholarly  thee! 
rist  who  specializes  in  marketing  ani 
pricing.  Glassmeyer,  meanwhile 
takes  on  the  more  people-orientq 
chores.  "He  likes  classical  music 
like  pop,"  Glassmeyer  explains. 

Unlike  many  venture  capitalist* 
however,  Oak  specializes.  Glasi 
meyer  and  Greenfield  try  to  hmi) 
their  investments  to  office  automj 
tion.  Seven  of  Oak's  nine  profession 
als  have  experience  in  the  area,  .in 
fortunately  for  Oak  it  is  growing  us 
and  chockful  of  opportunities. 

Oak's  specialization,  howeveJ 
gives  the  firm  an  edge  in  attractia 
good  deals.  Example:  When  Da\n) 
Norman,  founder  of  Dataquest,  want 
ed  to  start  Businessland,  Inc.,  a  chai) 
of  stores  selling  electronic  offifl 
equipment,  he  went  straight  to  Oai 
General  partner  Michael  Kaufma 
had  helped  Xerox  organize  its  retaj 
network,  a  closely  related  experiencj 
"His  contacts  have  been  extremel 
helpful,"  says  Norman.  "It's  like  hai 
ing  another  employee  on  tlj 
payroll." 

Since  Oak's  partners  knoi 
their  subject  matter  cold, 
course,  they  also  don't  have 
waste  time  probing  every  nd 
gizmo  that  comes  over  a 
transom.  "We  already  undo 
stand  the  market  and  the  pral 
ucts,"  explains  Greenfiel 
"Whether  the  firm  will  bet 
winner  or  marginal  all  (f 
pends  on  people." 

How  many  times  have  yj 
heard  that  before?  Still,  Oa 
successes  make  its  evaluatit 
criteria  worth  understands 
Glassmeyer  and  Greenfid 
like  proven  track  recon 
which  is  why  half  of  Oak's 
ventures  are  headed  by  mam 
ers  who  have  won  in  the  past.  Beyo 
that,  the  firm  leans  toward  manag< 
who  have  worked  at  small  business 
and  steers  clear  of  escapees  from  | 
porate  bureaucracy. 

"Executives  in  large  corporatic 
lose  touch  with  the  real  world,"  si 
Glassmeyer.  "They  operate  at  a  le" 
removed  from  front-line  succes! 
and  failures,  and  that  experience 
the  most  important  to  us."  Intel,  he 
ever,  is  one  corporate  excepti 
Glassmeyer  says  it  consistently  tui 
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it  good  entrepreneurs. 
Oak's  experience  also  indicates  that 
gree-laden  or  technology-obsessed 
anagers  are  often  big  risks.  "They 
ve  trouble  making  business  deci- 
ms,"  says  Glassmeyer.  "We  buy 
tidamentals,  market-driven  chief 
ecutives  with  a  high  energy  level 
d  a  strong  ability  to  communicate, 
ley  do  not  have  to  know  much 
out  business  planning  or  finance, 
it  we  want  them  to  do  some  things 
ry  well,  especially  providing  leader- 
ip  and  direction." 

With  that  kind  of  thinking  one  good 
nture  can  sometimes  produce  nu- 
;rous  spinoffs.  Look  at  Oak's  histo- 
with  Alan  Shugart.  Greenfield  met 
m  while  they  both  worked  at  IBM  in 
e  Sixties  and  helped  Sprout  provide 
ids  to  Shugart  Associates  in  1973. 


The  company,  which  foresaw  a 
change  in  computer  memory  from 
tape  to  disk,  was  a  huge  success.  It 
became  the  first  concern  to  make 
floppy  disk  drives  commercially 
available  and  was  acquired  by  Xerox 
in  1977  for  $45  million. 

Greenfield  and  Glassmeyer  picked 
up  a  large  fee  for  arranging  that  deal 
and  in  1980,  when  Shugart  had  an- 
other idea,  guess  who  provided  the 
capital.  Today,  his  Seagate  Technol- 
ogy, which  makes  5V4-inch  rigid 
disk  drives  for  small  computers,  is 
the  leading  producer  in  what  should 
become  a  $2  billion  market  by  1986. 
Oak's  $500,000  investment,  now 
three-quarters  sold,  has  a  market 
value  of  $10  million.  But  that's  only 
the  beginning.  Oak  has  also  invested 
in  three  other  companies  founded  or 


managed  by  former  Shugart  employ- 
ees. All  in  all,  that  early  relation- 
ship has  spawned  eight  more  prom- 
ising deals. 

Oak's  list  of  winners,  which  also 
includes  Data  Switch  Corp.  and  Intel- 
ligent Systems  Corp.,  is  indeed  im- 
pressive. But  Glassmeyer  feels  he 
learns  just  as  much  from  the  losers. 
Diacon  Systems  Corp.,  a  computer 
systems  company  that  Oak  helped 
put  into  liquidation  after  it  sustained 
a  $1.1  million  loss,  is  a  prominent 
example.  It  got  into  trouble  because  of 
bad  management.  "Our  biggest  mis- 
takes are  in  making  judgments  about 
people,"  concludes  Glassmeyer. 

Trite?  Sure,  but  such  judgments  are 
the  most  important  in  any  business. 
It's  nice  to  know  they  pay  off  well  for 
the  black-box  boys,  too.  ■ 


The  Funds 


veryone  likes  to  save  on  taxes — especially 
jrporate  treasurers.  That's  the  secret  be- 
ind  one  of  the  mutual  fund  industry's 
ottest  new  products. 

"We've  been 
discovered11 


By  Paul  B.  Brown 

orporate  treasurers  are  a  lot 
-  like  the  keeper  of  the  family 
W  checkbook.  Back  when  interest 
cs  were  over  17%,  they  rushed  to 
In  accounts  in  money  market 
ijds.  Even  at  a  46%  corporate  tax 
12,  the  aftertax  yield  was  better  than 
i .  But  now  that  average  money  mar- 
3  rates  have  fallen  to  less  than  8% — 
i  during  about  a  4%  aftertax  re- 
ji- — treasurers,  like  the  rest  of  us, 
[looking  for  a  better  way. 
i'he  mutual  fund  folks,  meanwhile, 
A  eager  to  hold  their  corporate  ac- 
ints.  After  all,  they  once  made  up  a 
i:y  chunk  of  all  money  fund  assets, 
id  never  fear:  Some  cleverly  struc- 
lti;d  funds  offer  short-term  corporate 
Wistors  returns  as  good  as  those 
\y  used  to  enjoy, 
ow?  Consider  first  the  tax  laws. 


When  one  corporation  owns  stock  in 
another,  the  dividend  income  is  85% 
tax-exempt.  If  IBM,  for  example,  buys 
$1,000  worth  of  Exxon,  which  recent- 
ly sported  a  10%  yield,  it  would  re- 
ceive annual  dividends  of  $100.  As- 
suming IBM  pays  a  46%  tax  rate,  the 
$15  not  covered  by  the  exclusion 
would  be  subject  to  $6.90  in  taxes.  So 
the  effective  tax  rate  on  IBM's  invest- 
ment would  be  a  mere  6.9%. 

While  IBM  has  people  who  can 
spend  all  their  time  looking  for  high- 
yield,  safe  stocks,  smaller  companies 
don't.  Enter  the  helpful  mutual  fund 
industry.  Big  management  companies 
like  Colonial,  Fidelity  and  Vanguard 
have  tax-managed  stock  funds  for  just 
this  market — and  demand  is  brisk. 
"When  we  started,  in  August  1981, 
there  was  about  $4  million  invested," 
says  Sumner  Abramson,  Colonial  se- 
nior vice  president.  "We  now  have 


$130  million,  with  most  of  that  com- 
ing in  the  last  four  months." 

All  the  new  funds  work  basically 
the  same  way.  The  minimum  invest- 
ment varies,  with  fees  ranging  from 
0.33%  to  2.5%,  depending  on  the  fund 
and  the  size  of  the  investment.  The 
assets  are  high-yield,  relatively  safe 
equities — utilities  and  oil  companies 
are  popular  now.  But  another  IRS 
quirk  makes  diversification  possible: 
If  at  least  75%  of  a  fund's  revenues 
come  from  corporate  dividends,  then 
all  income  qualifies  for  the  85%  ex- 
clusion, regardless  of  its  source. 

This  gives  fund  managers  an  oppor- 
tunity to  show  their  stuff.  "It  is  in- 
cumbent not  to  get  more  than  25%  in 
interest,  plus  short-term  gains,"  says 
John  Neff,  managing  partner  of  Wel- 
lington Management  Co.,  which  in- 
vests the  money  for  Vanguard.  "You 
want  to  get  as  close  to  75%  as  you 
can,  so  we  manage  that  way.  Last  year 
we  came  very,  very  close." 

There  are  other  ways  to  boost  yields, 
too.  Colonial,  for  example,  sells  calls 
on  its  stock  purchases,  to  hedge 
against  a  drop  in  stock  prices.  And 
Fidelity  does  not  take  its  management 
fee  out  of  the  fund's  yield.  Instead, 
investors  are  billed  separately.  That 
charge,  of  course,  is  deductible. 

Despite  the  tax  benefits,  stock 
prices  can  tumble  and  dividends  can 
be  cut;  so  tax-managed  stock  funds 
are  hardly  a  sure  thing.  Right  now, 
however,  many  funds  claim  they  can 
offer  annualized  aftertax  yields  of  per- 
haps 10%.  Not  surprisingly,  as  inter- 
est rates  on  other  investments  fall, 
interest  in  the  funds  is  rising.  "We 
were  a  well-kept  secret,"  Neff  says. 
"Now,  people  have  discovered  us."  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 
The  offer  is  made  only  by  the  Offering  Circular.  These  shares  have  not  been  approved 
or  disapproved  by  the  Federal  Home  Loan  Bank  Board  or  the  Federal  Savings  and 
Loan  Insurance  Corporation  nor  has  such  Board  or  Corporation  passed 
upon  the  accuracy  or  adequacy  of  the  Offering  Circular 
Any  representation  to  the  contrary  is  unlawful 


New  Issue  /  March  30, 1983 

15,417,000  Shares 

0  CALIFORNIA  FEDERAL 

SAVINGS  AND  LOAN  ASSOCIATION 

Common  Stock 


Price  $19  per  share 


The  15,417.000  shares  constitute  a  portion  of  the  18,610.479  shares  of  common  stock  to  be  issued  by 
California  Federal  Savings  and  Loan  Association  upon  its  conversion  from  a  federal  mutual 
to  a  federal  stock  savings  and  loan  association.  The  remaining  3,193,479 
shares  have  been  subscribed  for  through  a  subscription  offering. 


Copies  of  the  Offering  Circular  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 


E.  F.  Hutton  &  Company  Inc. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated 

Warburg  Paribas  Becker 

A  G  Becker 

Bear,  Stearns  &  Co.         The  First  Boston  Corporation         Blyth  Eastman  Paine  Webber 

Incorporated 

Alex.  Brown  &  Sons  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  Hambrecht  &  Quist 

Incorporated  Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

Prudentiai-Bache  L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Inc 

Securities 

Shearson/American  Express  Inc.  Smith  Barney,  Harris  Upham  &  Co 

Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc 


Capital  Markets 


Jorit  watch  what  the  banks  are  doing 
vith  their  money  market  deposits  .  .  . 
vatch  what  they  re  not  doing. 

A  $300  BILLION 
HEADACHE 


By  Ben  Weber  man 


t  the  time,  Dec.  14,  1982  didn't 
:em  much  different  from  any  other 
ly.  But  in  retrospect,  it  was  histor- 
:.  In  the  four  brief  months  since 
len,  banks,  savings  and  loans  and 
mtual  savings  associations  have 
:tracted  more  than  $300  billion 
ito  their  new  money  market  de- 
Dsit  accounts. 

This  is  far  more  than  they  know 
hat  to  do  with.  In  fact,  it  amounts 
i  a  $300  billion  headache.  But,  for 
le  smart  investor,  this  problem  for 
ie  bankers  can  amount  to  a  signifi- 
mt  opportunity. 

"For  God's  sake,  let's  not  make 
e  same  mistake  we  made  a  dozen 
nes  before,"  says  John  Glenn,  se- 
or  vice  president  of  Orlando's  Sun 
unks.  "We  can't  borrow  short  and 
ind  or  invest  long  this  time."  The 
jeer  size  of  these  sums,  however, 
eans  the  bankers  are  severely 
inited  in  their  choices. 
Here's  why.  There  is  no  way  the 
,nks  can  put  the  money  to  work 
(Uckly.  In  fact,  billions  of  dollars 
ast  remain  parked  in  short-term 
litruments.  At  the  same  time,  the 
nks  must  keep  the  gap  between 
i;  maturity  of  their  liabilities  (that 
|  deposits)  and  assets  (invest- 
i:nts)  as  small  as  possible.  Also, 
rpy  must  keep  the  spread  between 
\\i  cost  of  funds  and  the  yields  they 
i  ng  as  large  as  possible. 


wf  Webernian  is  economics  editor  of 
I J  ibes  magazine. 


Quite  a  dilemma.  And  as  the 
bankers  go  about  solving  it,  the 
smart  investor  will  look  at  precisely 
the  investments  the  big  boys  do  not 
want.  That's  where  the  laws  of  sup- 
ply and  demand  will  depress  prices 
and  increase  yields. 

Okay,  so  where  are  the  leftovers? 
Long-term  Treasury  securities,  for 
one  thing.  Only  the  most  daring 
commercial  banks  these  days  will 
invest  in  Treasuries  with  maturities 
of  more  than  five  years.  Many  bank- 
ers will  never  do  so  unless  they  are 
positive  that  interest  rates  are  fall- 
ing. Sun  Banks'  Glenn,  in  fact,  rare- 
ly touches  Treasury  maturities  of 
longer  than  two  years. 

Bank  buyers  or  not,  however,  the 
federal  government  will  raise  an  es- 
timated $200  billion  in  the  12 
months  ending  Sept.  30,  1983. 
About  $40  billion  to  $50  billion  will 
mature  in  five  years  or  longer.  That 
makes  longer-term  Treasuries 
something  of  a  drug  on  the  market. 

Savings  and  loan  associations,  on 
the  other  hand,  have  never  been 
much  for  holding  Treasuries,  long 
term  or  short  term.  Mortgages  are 
their  bag.  They  have  to  put  this 
money  somewhere  quickly,  but 
they  don't  want  to  get  locked  in. 

Take  Gibraltar  Financial  Corp.  of 
California,  for  example.  Gibraltar 
wants  to  make  adjustable-rate 
mortgages  tied  to  short-term  yields. 
It  will  make  30-year  fixed-rate  loans 
only  if  it  can  resell  the  debt  quickly 
to  the  Federal  National  Mortgage 
Association  or  the  Federal  Home 
Loan  Mortgage  Corp.  and  thus  skip 
market  risk.  Another  California  in- 
stitution, Glendale  Federal,  ties  its 
mortgage  rates  to  the  average  on  six- 
month  Treasury  bills. 

Commercial  banks  like  Sun  and 
thrifts  like  Gibraltar  and  Glendale 
Federal  are  typical.  Where  they're 
putting  their  money  is  where  the 
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bulk  of  that  $300  billion  is  going. 
Left  out  are  Treasury  and  govern- 
ment agency  obligations  that  ma- 
ture in  ten  years  or  longer.  Result: 
Prices  are  falling  and  yields  rising 
on  these  long-term  issues. 

Of  the  neglected  long-terms,  I 
think  Treasuries  are  the  best  bar- 
gain, since  their  prices  are  depressed 
in  two  ways:  by  the  caution  of  the 
banks  and  thrifts,  and  by  the  heavy 
federal  financing  needs.  The  best  of 
the  Treasuries  is  the  10-year  note — 
it  has  more  upward  potential  than 
30-year  Treasury  bonds. 

In  comparison,  how  do  corporate 
bonds  look?  Long-term  industrials 
such  as  Arco  12 'As  of  2012  are  more 
attractive  than  intermediate-term 
issues  such  as  Mobil's  107/ss  of 
1992.  The  Arcos  sell  at  105,  to  yield 
11.88%,  120  basis  points  more  gen- 
erous than  similar  maturity  Trea- 
sury issues.  The  Mobil  issue,  how- 
ever, is  now  trading  at  99  Vs,  to  yield 
1 1 .02% — only  40  basis  points  better 
than  intermediate  Treasuries.  The 
additional  yield  does  not  compen- 
sate for  the  lower  quality. 

The  best  way  to  profit  from  the 
bankers'  dilemma  is  through 
GNMA  mortgage  passthrough  cer- 
tificates. I  think  the  thrifts  soon 
will  be  flooding  billions  of  dollars 
into  the  mortgage  market,  pulling 
yields  down  from  the  current  Wh% 
or  so  on  30-year  fixed-rate  mort- 
gages to  less  than  10%.  Ginnie  Mae 
passthroughs  will  appreciate  sub- 
stantially as  those  yields  fall. 

Here's  a  list  of  recent  yields  on 
some  of  these  issues: 
U.S.  Treasury  10-year:  10.60% 
U.S.  Treasury  30-year:  10.68% 
Intermediate  industrial:  11.00% 
Long-term  industrial:       1 1 .80% 
GNMA  10%  coupon:  11.55% 
Remember  that  this  is  where 
bond  yields  are  today.  They  won't 
be  there  by  the  end  of  the  year  if  the 
economy  behaves  the  way  I  think  it 
will.  Both  inflation  and  inflationary 
expectations  will  cool.  Treasury 
cash  needs  will  subside.  Corporate 
credit  demands,  too,  won't  be  op- 
pressively high  because  cash  flow 
will  strengthen.  That  means  the 
corporate  bond  calendar  will  be 
easily  manageable.  Fed  monetary 
policy  will  ease,  too,  because  the 
growth  of  money  supply  will  have 
returned  to  targeted  paths. 

Bankers'  dilemma  .  .  .  investors' 
opportunity.  ■ 
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Psychology  &  Investing 


The  benefits  of  military  spending  are 
more  obvious  as  war  becomes  high-tech. 
Obvious  to  whom?  The  fapanese. 

COSMETIC 
BOOKKEEPING 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


Three  topics  have  been  very  much 
in  the  news:  the  federal  budget  defi- 
cit and  the  related  subject  of  defense 
spending;  Japanese  rearmament; 
competition  between  U.S.  and  Japa- 
nese high-tech  industries,  especial- 
ly research  and  development  on 
computers  and  semiconductors. 

Are  these  three  topics  related?  In- 
timately, although  you  would  never 
know  it  from  reading  the  papers  or 
watching  the  TV  news. 

Japanese  executives  understand 
the  underlying  connections  here 
better  than  their  American  coun- 
terparts presently  do.  Recently  I 
had  dinner  with  the  president  of  a 
major  Japanese  electronics  firm.  I 
asked  him  what  would  happen  if 
pressure  from  the  U.S.  forced  Japan 
to  exceed  the  mere  1  %  of  GNP  that 
the  country  has  devoted  to  defense 
spending.  He  let  me  know  that  his 
countiy's  business  leaders  have 
been  preparing  for  that  eventuality 
for  a  number  of  years. 

"When  the  time  comes  that  we 
have  to  boost  our  defense  budget, 
we  will  become  more  like  the  U.S," 
he  said  with  a  mischievous  smile. 

"In  what  way?"  I  asked. 

"Now  our  government  gives 
R&D  money  to  commercial  firms. 
With  a  bigger  defense  budget,  mon- 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


ey  will  still  be  given  to  commercial 
firms,  but  it  will  be  given  in  the 
name  of  defense  spending.  Isn't  that 
what  you  do  in  the  U.S.?" 

"How  clever,"  I  thought.  Ameri- 
can public  (and  congressional)  opin- 
ion will  be  appeased  by  the  move, 
since  it  gives  the  appearance  of 
lightening  the  financial  burden  on 
the  U.S.  of  providing  Japan  with  a 
military  umbrella.  And  yet,  the  real 
consequence  of  the  increased 
spending  will  be  an  acceleration  in 
the  rate  at  which  R&.D  on  high- 
tech projects  in  Japan  is  funded. 
Things  can  be  done  quietly  in  the 
name  of  defense  that  would  be 
much  more  conspicuous  if  done  in 
their  own  name. 

In  traveling  that  route,  the  Japa- 
nese know  full  well  they  will  be 
adopting  an  approach  that  the  U.S. 
has  used  for  more  than  a  quarter  of  a 
century.  The  Semiconductor  Indus- 
try Association  (SIA)  estimates  that 
from  1958  to  1977  the  federal  gov- 
ernment provided  $350  million  of 
direct  R&D  support  to  the  industry 
and  provided  another  $352  million 
of  R&D  funds  indirectly,  through 
product  purchases.  During  the  same 
period  the  semiconductor  industry 
spent  $1.7  billion  of  its  own  money 
on  R&D. 

Therefore,  about  30%  of  all  R&D 
funding  during  the  two  decades 
came  from  the  U.S.  government. 
Today,  the  U.S.  military  market  is 
less  than  10%  of  the  total  U.S.  semi- 
conductor market. 

If  the  Department  of  Defense  has 
its  way,  a  boost  in  R&D  spending 
will  be  successful  in  hastening  the 
development  of  a  technology  that  it 
deems  essential.  It  is  called  the 
VHSIC — very  high  speed  integrated 
circuit.  You  will  be  encountering 
these  initials  again  if  you  are  inter- 
ested in  either  business  or  technolo- 
gy. Dr.  David  Barbe  of  the  Pentagon 


describes  it  in  these  words:  "As  a 
technology,  VHSIC  is  a  subset  of 
VLSI  that  emphasizes  speed.  If  is 
also  a  program  funded  by  the  De- 
partment of  Defense."  If  you  would 
like  to  learn  more,  take  a  look  at 
Barbe's  excellent  new  engineering 
text,  one  of  the  few  that  concen- 
trates on  the  military  segment  of | 
the  market,  Very  Large  Scale  Integra- 
tion (VLSI):  Fundamentals  and  Appli- 
cations (Springer- Verlag,  second  edi- 
tion, $24). 

According  to  Barbe  and  Ellison 
Urban  (of  the  Navy  Department), 
this  program's  goals  include:  1) 
"higher-order  computer-aided  de- 
sign (CAD)  techniques  for  efficient 
design  of  very  complex  ICs";  2)  "a 
JTIDS  (joint  tactical  information 
distribution  system)  network  inl 
tended  to  connect  many  different! 
types  of  weapons  systems  dispersed 
over  a  wide  area";  3)  anti-jam  mo-i 
dems,  "to  replace  the  specialized 
modems  of  the  past  and  eliminate 
costly  redesign.  The  ideal  all-puri[ 
pose  modem  would  stress  programil 
mability  so  that  the  same  circuitrj)| 
could  serve  many  different  types  oi| 
data  modulation  schemes." 

Finally,  "the  Navy  is  considering 
the  use  of  VHSIC  components  tu 
produce  smaller  versions  of  existing 
computers.  The  goal  is  to  develop  .  I 
32-bit  microprogrammable  procesl 
sor  capable  of  50  million  instrucl 
tions  per  second." 

You  don't  have  to  be  a  graduatil 
engineer  to  realize  that  the  conjl 
mercial  spinoff  from  these  and  thlj 
many  other  goals  of  the  progranl 
will  be  sizable.  As  war  becomes  irjl 
creasingly  high-tech,  the  businesl 
benefits  become  increasingly  appall 
ent.  The  stakes  are  enormous.  SI 
much  so  that  even  if  Congress  take| 
an  ax  to  Reagan's  defense  proposal) 
business  and  military  planners  no* 
hope  that  most  high-tech  R&D  w 
remain  intact.  It  used  to  be  said  tt 
"What's  good  for  GM  is  good  for  tt 
country."  But  there  is  growing  re 
•son  to  say  that  "What's  good  for  tBl 
Pentagon  is  good  for  the  country"j| 
assuming  we  don't  use  the  nal 
products  to  kill  ourselves  at  til 
same  appalling  rate  we  die  in  carsl 

In  their  discomfort  about  defeml 
spending,  Americans  usually  ove| 
look  the  commercial  spinoff.  No 
that  war  is  primarily  electronic,  la 
anese  businessmen  aren't  about 
make  the  same  mistake.  ■ 
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Vhat  do  you  know  about 
OUR  stocks  right  now? 

hich  are  now  working  against  you? 
'hich  for  you? 


of  your  stocks  may  have  gone  down  in 
since  you  bought  them. Should  you 
mto  them  for  possible  rebounds,  or  is 
t  to  unload  them  now  to  avoid  even 
r  losses? 

of  your  stocks  may  have  gone  up. 
d  you  hold  them  for  further  gains,  or  is 
good  time  to  take  your  profits?  Some 
ir  stocks  may  have  gone  "nowhere." 
should  you  do  about  them? 

about  the  earnings  prospects  of  your 
i?  And  what  about  the  latest  changes 
stock  market  as  a  whole?  How  do  they 
your  particular  holdings? 
her  your  source  of  investment 
ice  is  an  advisory  service,  a  broker,  or 
own  investigation— the  chances  are 
ou  knew  considerably  more  about 
tocks  at  the  time  of  purchase  than  you 
rrently. 

>  not  as  it  should  be.  You  need  to  be 
ontinually  up  to  date  on  your  stocks, 
t  your  decisions  to  continue  holding, 
f  more,  or  to  sell  are  at  least  as  well 
3d  as  your  original  decisions  to  buy. 
pplies  no  matter  how  few  or  how  many 

you  own. 

>  Line  covers  more  than  1700 

8 

t  now-and-then  but  regularly  and  sys- 
cally.  These  1700— which  encompass 
ly  all  active  stocks  on  the  New  York 
nge  plus  hundreds  of  leading  issues 

on  the  American  Stock  Exchange 
/er-the-Counter— account  for  the  vast 
iderance  of  the  dollar  value  of  all 

traded  in  U.S.  securities  markets. 

Line  can  bring  you  up  to  date 
ually— and  keep  you  up  to  date 
jally— on  any  or  all  of  them  that  in- 
you. 

Line  rates 

DO  stocks  Every  Week 

week,  Value  Line's  new  40-page 
ary  &  Index  presents  up-to-date 

!  of  EACH  of  1700  stocks  relative  to  all 

,  ers,  as  follows: 

Ik  for  Probable  Price  Performance  in 

\  Next  12  Months— ranging  from  1 

:  hest)  down  to  5  (Lowest).  We  urgent- 
uggest  you  stay  away  from  the  400 

i  ks  now  ranked  4  or  5. 

?  k  for  Investment  Safety  (from  1  down 

I).  If  Safety  is  important  to  you,  we 
gest  you  concentrate  on  stocks 
;ed  1  or  2  in  this  respect. 

mated  Yield  in  the  Next  12  Months. 

>y  week  we  present  a  "screen"  of  the 
stocks  with  the  highest  yields,  which 
ntly  ranged  from  10.2%  to  12.5%. 

:je  Line  Feb  4,  1983.) 
mated  Appreciation  Potential  in  the 
it  3  to  5  years— showing  the  percent- 
change  from  the  recent  price.  Every 
ik  we  also  present  a  "screen"  of  the 
stocks  with  the  highest  potentials, 
:h  recently  ranged  from  140%  to 

'  /o.  (Value  Line  Feb.  4,  1983) 
Ratio  and  current  price,  plus  esti- 

iud  annual  earnings  and  dividends  in 
■  current  12  months.  Also  latest 
terly  results  vs.  year  ago. 


A  number  of  changes  in  ratings  do  occur 
from  one  week  to  the  next  as  prices  change 
and  earnings  reports  are  issued.  It  is  vital 
that  you  know  about  any  such  changes  in 
the  stocks  of  interest  to  you,  at  the  time  the 
changes  occur.  And  it  is  equally  important 
to  know  when  your  stocks  have  not  under- 
gone changes  in  ratings,  as  this  can  give  you 
the  security  of  knowing  that  the  reasons  you 
purchased  the  stocks  are  still  valid. 
Value  Lines  gives  you 
comprehensive  analyses 
of  over  1700  stocks 
Each  stock  is  the  subject  of  a  fact-filled  full- 
page  report  every  13  weeks  (four  times  a 
year).  Each  full-page  report  presents  a 
wealth  of  statistical  data  on  the  company 
and  its  stock,  with  updated  projections  of 
future  results,  plus  a  concise  summary  of 
the  salient  developments  of  investment 
significance. 

Each  week  we  issue  more  than  130  such  re- 
ports. All  1700  stocks  under  review  are 
covered  this  way  during  a  13-week  cycle— in 
regular  rotation  by  industry  group.  And  the 
overall  industry  groups  themselves  are  con- 
currently analyzed  in  depth. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance  from  your 
present  sources  of  investment  guidance? 
Compare  what  you  look  for  with  what  you 
actually  get.  If  the  comparison  leaves  you 
less  than  fully  satisfied,  then  we  believe  The 
Value  Line  Investment  Survey  may  have  the 
answer  for  you. 

If  you  think  the  Value  Line  Survey  may  give 
you  more  and  better  investment  service- 
may  do  a  superior  job  of  helping  you  build 
and  protect  your  capital — then  act  now  on 
that  possibility  and  see  for  yourself  if  it 
proves  true. 
Special  Invitation 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next 
1 0  weeks  for  only  $37  (about  half  the  regular 


rate).  If,  for  any  reason,  Value  Line  should 
fail  to  come  up  to  your  expectations,  return 
the  material  within  30  days  and  your  money 
will  be  refunded  in  full.  Your  trial  will  in- 
clude all  of  the  following: 

•  EVERY  WEEK  a  new  SUMMARY  & 
INDEX  section  (40  pages)  . . .  showing 
the  current  ratings  of  1700  stocks  for  future 
relative  Price  Performance  and  Safety- 
together  with  their  estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 

•  EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  130  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1700 
stocks,  replacing  and  updating  the  previous 
reports. 

•  EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  .  .  .  with  an  analysis  of 
an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including 
the  Value  Line  Composite  Average  of  more 
than  1700  stocks. 

BONUS  #1— Value  Line's 
2000-page  Investor's  Ref- 
erence Service,  including 
our  latest  full-page  Re- 
ports on  all  1700  stocks  .  .  . 
fully  indexed  and  loose-leaf 
bound  for  easy  reference, 
and  systematically  updat- 
ed by  new  full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a  minute  a  week. 

BONUS  U2—A  Subscriber's  Guide  by  Ar- 
nold Bernhard,  Value  Line's  founder  and 
research  chief,  revealing  methods  of  stock 
e/aluation  that  took  decades  to  develop. 
You  KEEP  this  book  even  if  you  return  the 
other  material  for  your  money  back. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express 
or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 
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I  The  Value  Line  Investment  Survey 

I  Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  New  York,  N.Y.  10 
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INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $37  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription . 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD 
LCD  CALCULATOR  given  to 
you  when  you  order  The  Value  ' 
Line  Investment  Survey  for  one  | 
year. 

This  subscription  is  tax  deductible  and  non- 
assignable 

Allow  4  to  6  weeks  for  delivery 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  MasterCard  □  Visa 

Expiration  Date  


Account  #  

(N.Y.  residents  add  sales  tax. 


Signature 
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Apt  No. 


City 


State 
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Venture  Capital 


MONEY  &  INVESTMENTS 


Having  been  "present  at  the  creation'  of 
venture  capital,  the  dean  of  the  industry 
has  some  useful  advice  for  the  rest  of  us. 

WHAT  MAKES 
TOMMY  DAVIS  RUN? 


By  Thomas  P.  Murphy 


The  style  seems  laid-back  Califor- 
nian:  relaxed,  blue-blazered,  "call 
me  Tommy."  But  71 -year-old  Tom- 
my Davis,  dean  of  America's  ven- 
ture capitalists,  comes  from  another 
place  and  time:  tidewater  Virginia, 
and  Harvard,  where  he  majored  in 
English  and  then  finished  in 
the  law. 

Venture  capital,  the  Silicon  Valley 
he  helped  create,  the  millions  of 
dollars  he  made  for  himself  and  oth- 
ers— all  come  from  a  notion  of  his 
middle  years.  In  the  late  1950s  Tom- 
my Davis  was  already  a  successful 
corporate  lawyer  and  a  vice  presi- 
dent of  Kern  County  Land  Co.  in  San 
Francisco  when  he  became  fascinat- 
ed by  stories  he  heard  of  new  techni- 
cal developments  coming  out  of 
Stanford  and  Berkeley.  Then  in  his 
late  40s,  Davis  took  some  night- 
school  courses  in  electronics.  He 
traveled  and  visited  factories  and 
convinced  himself  that:  "The  for- 
tunes of  the  past  were  made  by 
stringing  steel  rails  across  the  coun- 
try or  digging  holes  in  the  ground 
for  minerals  or  oil.  I  came  to  believe 
that  the  fortunes  of  my  generation 
would  come  out  of  men's  minds." 

It  was  a  lofty  vision,  the  kind 
that  can  seize  English  majors  in 
their  later  years.  But  Davis  man- 
aged to  do  something  with  it.  He 
talked  his  employer  into  an  initial 


nomas  P  Murphy  heculs  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 
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venture  capital  fling.  Kern  County 
Land  financed,  of  all  things,  a 
fledgling  military  electronics  com- 
pany, Watkins-Johnson,  which,  in 
fact,  became  a  quick  success.  Suc- 
cessful or  not,  Kern  County  Land 
had  had  enough  of  venturing,  and 
Tommy  Davis,  then  48,  teamed  up 
with  a  bright  young  man  from 
Wall  Street,  Arthur  Rock,  and  the 
two  of  them  set  out  to  raise  a 
venture  capital  fund. 

The  whole  idea  was  so  new  in 
1960  that  Davis  and  Rock  had  to 
spend  most  of  their  time  explaining 
to  investors  what  a  venture  capital 
fund  was.  As  soon  as  they  grasped 
the  concept,  most  investors  found  it 
easy  to  say  no.  Months  of  effort 
raised  "a  pitiful  sum  of  money," 
Davis  recalls — $3.2  million. 

Rock  would  say  later  that  their 
only  policy  was  to  have  no  policy, 
but  the  partners  had  pretty  well 
agreed  on  one  thing.  It  was  to  stay 
away  from  computers,  on  the  the- 
ory that  little  companies  shouldn't 
try  to  buck  IBM. 

Before  Rock,  who  was  in  New 
York,  had  even  closed  on  the  fund 
they  were  raising,  Davis  was  back  in 
California  talking  to  a  fellow  named 
Max  Palevsky,  who  wanted  to  start 
a  computer  company.  "I  know 
you'll  think  you  have  taken  an  idiot 
for  a  partner,"  Davis  telephoned 
Rock,  "but  I  want  you  to  come  back 
and  meet  this  Palevsky." 

Tommy  Davis  and  Arthur  Rock 
hit  a  home  run  their  first  time  at 
bat — for  that  matter,  one  of  the  big- 
gest hits  ever  in  venture  capital.  Pa- 
levsky, financed  by  some  of  Davis' 
and  Rock's  pitiful  sum  of  money, 
founded  Scientific  Data  Systems, 
and  eight  years  later  SDS  was  sold 
to  Xerox  for  $940  million. 

It  is  a  bittersweet  memory  for  Da- 
vis. With  that  hit,  along  with  Tele- 
dyne,  to  name  another,  the  first 


fund  grew  from  $3.2  million  to  $75 
million  in  about  seven  years.  But 
under  Xerox  management,  SDS  was 
a  spectacular  flop. 

"Some  people  say  we  sold  Xerox  a 
turkey,"  says  Davis.  "We  didn't  sell 
them  a  turkey.  SDS  people  knew 
how  to  design  computers  for  sci- 
ence and  engineering  applications. 
Nobody  there  knew  anything  about 
designing  number  crunchers  for  the 
business  market." 

Eventually,  Rock  and  Davis  went 
their  separate  ways:  Rock  to  open  his 
own  venture  business  and  Tommy 
Davis  to  begin  a  series  of  Mayfield) 
funds.  He  is  now  on  fund  number  IV. 
His  record  speaks  for  itself: 

Mayfield  Fund,  1969-77:  Capitall 
in,  $3.8  million;  at  liquidation,! 
$5.8  million. 

Mayfield  II,  1974-81:  $7.5  mil- 
lion; $72  million. 

Mayfield  III  and  IV,  estimated 
50%  to  60%  compound  return. 

Obviously,  making  a  few  more 
million  dollars  is  not  what  makes 
Tommy  Davis  run  anymore  and,  he 
says,  it  never  was.  Davis,  the  old 
English  major,  sees  the  world  in 
grander  terms:  "a  new  culture  o 
management;  fulfillment  of  bright 
hardworking  young  people;  reston 
ing  dignity  to  the  average  job."  Bui 
there  is  more,  this  feeling  a  man 
gets  that  he  has  learned  somethinj 
after  a  long  and  successful  life  an« 
that  somehow  he  ought  to  pass  hii 
knowledge  along.  In  Tommy  Davis 
case,  it's  a  complex  of  ideas  tha 
boils  down  to  two  cores:  People  ar 
the  important  element  in  business 
and  big  companies  are  usually  inep 
and,  worse,  sometimes  destructive 

Some  samples  of  his  ideas: 

"If  I  had  my  way,  we  would  spli 
companies  up,  bust  them  wid 
open,  when  sales  reach  the  $20 
million  level. 

"I  wouldn't  let  anyone  over  50  b 
a  chief  executive.  I'd  have  plenty  c 
people  around  a  company  who  ai 
over  50,  but  not  as  CEOs;  energ 
ievels  fade. 

"Not  long  ago  I  heard  the  pres 
dent  of  a  big  company  make 
speech  about  launching  new  proi 
ucts.  He  didn't  once  mention  pei 
pie.  'Who  is  going  to  do  the  work? 
asked  him. 

"Venture  capital-backed  comp 
nies  must  have  super  growth.  It  is 
necessity,  for  it  is  the  only  way  Lf 
get  and  keep  the  superachievers."  I 
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FOLLOW  THE  OUTER  DRIVE 
TO  THE  BOTTOM  OF  A  COAL  MINE. 


I  he  elevator  lowers  you  slowly  into  the 
Amine  shaft. 

Light  gives  way  to  darkness. 

Suddenly  you  are  seeing  the  earth  in  a 
way  you've  never  seen  it  before:  from  the 
inside  out. 

You're  not  in  an  Appalachian  coal  town, 
but  on  57th  Street.  Inside  one  of  the  Museum 
of  Science  and  Industry's  most  popular  at- 
tractions: The  Coal  Mine. 

There,  you  will  see  the  machines  that 
harvest  the  earth's  buried  treasures.  The 
machines  that  take  man  in  and  bring  him  out 
alive.  And  sense,  perhaps,  what  it's  like  to 
work  where  you  never  see  the  sun. 

So  stop  by  the  Museum  during  our  50th 
anniversary  celebration.  And  drop  into  the 
Coal  Mine.  It's  just  one  of  the  incredible  A 
destinations  the  human  mind  has  I* 
opened  up,  and  allowed  us  to  enter,  llgll 

THE  MUSEUM  OFSCENCE/HlHv 


For  50  Years,  a  Celebration  of  the  Mind. 

57th  Street  and  Lake  Shore  Drive  Chicago. 


The  Contrarian 


Which  do  you  prefer,  playing  with  thi 
odds  stacked  with  you  or  against  you? 

PICK  YOUR  ODDS 


Are  you  ready  for 
the  next  surge  in 
the  stock  market? 

Some  investors  are  kicking  themselves 
for  not  putting  their  money  into  stocks 
when  the  market  took  off  last  August. 
Others  are  sitting  back,  still  waiting  for 
the  temporary  pullback  that  will  take 
place  before  the  biggest  stock  market 
surge  of  all  time. 

Both  groups,  meanwhile,  ar,e  not  mak- 
ing any  money.  Waiting  for  the  right 
time  may  mean  waiting  most  of  the 
time. 

Is  there  some  way  of  staying  invested 
all  the  time  so  you  don't  get  caught  like 
this,  so  that  you  can  be  part  of  a  rising 
market  and  take  your  full  share  of  gains 
.  .  .  and  yet  enjoy  some  measure  of  pro- 
tection if  the  market  turns  down? 
We  suggest  there  is.  What's  more,  it's  a 
way  that  doesn't  put  you  at  the  mercy 
of  the  fads  and  fancies  of  the  institu- 
tions. 

The  Special  Situation,  by  its  very  na- 
ture, qualifies  in  every  respect  as  the 
best  vehicle  for  the  individual  investor 
willing  to  strike  out  on  an  independent 
path.  The  potential  for  handsome  gains 
is  certainly  present.  At  the  same  time, 
the  stock  in  question  is  usually  so  un- 
dervalued through  market  neglect  or 
some  other  reason  that  the  investor  is 
protected  against  any  disastrous  drop. 
At  this  stage  of  the  market,  it  makes 
even  more  sense  to  consider  the  Special 
Situations  covered  by  Forbes  Special 
Situation  Survey. 

What  the  Special  Situation  Survey 
offers: 

l.One  stock  recommendation  per 
month,  fully  researched,  in  a  type- 
written report  of  about  ten  pages 
with  anticipated  performance  and 
time  for  fulfillment  of  investment 
goal  (usually  1-2  years]. 

2.  Periodic  review  of  each  stock  recom- 
mendations received  for  as  long  as 
the  subscription  is  in  effect.  Recom- 
mendations on  whether  holdings 
should  be  increased  or  maintained. 

3.  Final  "close-out"  recommendations. 
Stocks  are  held  only  for  the  period 
when  the  run-up  is  expected  to  be 
fastest.  After  that,  other  stocks 
should  offer  better  anticipated  cap- 
ital gains. 

4.  Fast  service  Reports  are  mailed  at 
close  of  market  on  Friday. 

5.  Independence  and  Impartiality.  The 
service  is  not  tied  to  a  brokerage 
house,  nor  does  it  manage  a  portfolio 
of  its  own. 

6.  Association  with  the  research  re- 
sources of  Forbes  Magazine. 

Try  the  Survey  now. 

You  can  have  the  next  five  Special  Situ- 
ation Survey  recommendations  simply 
by  returning  this  advertisement  with 
your  name  and  address  to  the  address 
below.  Enclose  your  check  for  $195  or 
we  can  bill  you  later  if  you  prefer.  Why 
not  do  it  today! 

Forbes  Special  Situation  Survey 
60  Fifth  Avenue,  New  York,  NY  1001 1 
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By  David  Dreman 


They  came  out  of  the  gate  fast  at 
the  beginning  of  the  rally  and,  by 
the  first  turn,  had  left  the  rest  of  the 
field  in  the  dust.  I  am  speaking  of 
the  high-tech  stocks  that,  as  a 
group,  have  run  up  over  100%  since 
mid-August — more  than  double  the 
gain  of  the  Dow  and  the  S&P's.  If 
you  were  lucky  enough  to  have  been 
in  on  this  thrilling  ride,  what  should 
you  do  now?  Lighten  up  fast.  Pron- 
to. That's  my  strong  inclination, 
and  I  will  tell  you  why. 

It's  not  because  the  industries 
aren't  exciting.  Quite  the  opposite. 
They  are  excellent  growth  areas. 
The  problem  is  that  everyone 
knows  it,  and  what  everybody 
knows  is  already  reflected  in  stock 
prices.  Minicomputers,  with  the  al- 
most exponential  development  of 
new  uses,  may  become  as  indis- 
pensable in  homes  in  a  few  years  as 
electronic  calculators  are  today. 
Hospital  management  companies, 
bringing  efficiency  and  managerial 
skills  to  a  bureaucracy-riddled  in- 
dustry, have  been  expanding  at  bet- 
ter than  25%  annually.  And  then 
there's  genetic  engineering,  with  its 
possibilities  of  producing  the  basic 
material  for  everything  from  low- 
cost  toxic-waste  disposal  to  cures 
for  many  serious  diseases. 


Dai  id  Dreman  is  managing  director  of 
Dreman,  Cray  &  Embry,  Investment  Coun- 
sel, Neiv  York,  and  author  of  The  New 
Contrarian  Investment  Strategy. 


Technology  is  always  excitin 
and  this  is  a  particularly  stimuhj 
ing  period.  But  as  I  said,  it's  just  r 
secret.  Prices  of  some  of  the  ma 
spectacular  companies  are  3,  4  ai 
even  5  times  the  market  multiple 

Unfortunately,  what  this  genei 
tion  has  to  learn  all  over  again 
that  for  each  IBM,  Xerox  or  Digit 
Equipment  there  are  large  numbfl 
of  companies  that  sound  terrific  bl 
won't  make  it.  Even  if  the  invesi 
is   dead   right   on   an  industrj 
growth  potential,  the  chances 
picking  the  winning  stocks  ; 
slim.  Each  era  has  had  to  disco* 
that  same  painful  ending  for  itsfl 
Take  the  auto  industry  of  1920.  "fl 
didn't  have  to  be  smart  to  figure  o 
that  the  automobile  was  in  the  p| 
cess  of  changing  the  world,  but  ^ 
had  to  be  smart — and  lucky — to  b 
General  Motors  instead  of  Peerll 
or  Franklin  or  Reo  or  Graham-Pai 
In  1920,  almost  1,000  auto  maj 
facturers  existed;  a  decade  later  o| 
a  handful  remained,  most  in  trj 
ble.  Long  term,  almost  any  aj 
stock  was  a  500-to-l  shot. 

The  story  has  been  repeated  mi 
times  since — most  recently  in  I 
idly  growing  high-tech  compan 
in  semiconductors,  time-shai 
and,  yes,  even  hospital  mana 
ment.  Investors  and  their  adviS 
were  totally  right  about  tl 
growth  prospects,  but  that  dk 
save  people  from  losing  more  rn 
ey  than  they  made  from  them. 

With  rapidly  growing  compai 
too  many  things  can  go  wronf 
make  any  of  them  a  sure  thir 
particularly  at  the  prices  you 
today.  Markets  that  appear  to  h 
unlimited  growth  are  suddenly 
undated  with  competition  or  si 
tered  by  shifts  in  demand.  With; 
glut,  which  seemed  to  come  oil  » 
nowhere,  the  30%  growth  projei  J 
for  the  oil-service  group  less  1)  u; 
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;e  years  ago  withered  away  and 
did  the  stock  prices.  Manage- 
ot  teams,  capable  of  running 
-growing  smaller  companies 
liantly,  flounder  when  sales  rise 
$100  million  or  $200  million, 
ents  seemingly  invulnerable  to 
ipetition  suddenly  are  bypassed, 
he  state  of  the  art  itself  moves  so 
that  yesterday's  leader  is  to- 
's  also-ran.  And  so  it  goes.  The 
s  of  picking  the  few  winners  are 
bably  worse  than  playing  a  sin- 
number  at  roulette. 
Jl  of  this  brings  me  back  to  the 
trarian  game  of  buying  low-P/E 
;ks.  Here  you  aren't  gambling 
h  literally  thousands  of  impon- 
ibles— and  at  odds  stacked  in  fa- 
of  the  house — but  working  with 
lethod  proved  by  studies  over 
r  decades  to  have  shown  superior 
rormance  time  and  time  again. 

I  may  miss  the  thrill  of  being  the 
it-runner  at  the  first  turn  but 
[  very  likely  wind  up  in  the  mon- 
it  the  end. 

ithough  a  low-P/E  strategy 
nds  simple,  psychologically  it's 
particularly  easy  to  follow.  It 
l't  make  you  the  envy  of  stock 
rket  groupies  at  cocktail  parties, 
ou  talk  about  it,  eyes  may  glaze 
r  and  people  regard  you  as  an 
maginative  dullard.  Even  your 
dien  may  be  confirmed  in  their 
v  that  you  are  probably  over  the 
.  Never  mind.  You  will  end  up 
^ling  at  your  detractors  as  you 

II  off  to  the  bank. 

wo  low-P/E  situations  I  like: 
■oger  (40),  the  nation's  second- 
est  and  one  of  the  most  innova- 

of  the  food  chains,  has  shown 
I  %  and  19.9%  rates  of  earnings 
'.  dividend  growth,  respectively, 
I  the  past  five  years.  The  stock 
jes  at  a  P/E  of  8  times  depressed 
S  ings  and  yields  4.2%. 
imeral  Foods  (40)  is  a  major  pro- 
ii:r  of  packaged  foods.  Earnings 
uld  be  up  about  10%  this  year 
i again  in  1984.  The  stock  trades 

P/E  of  9  and  yields  6%. 
jie  goal  of  investing  should  not 
Iction  or  instant  ego  enhance- 
it  but  to  make  good  money  over 
ii  .  For  the  investor  with  pa- 
:  :e,  the  low-P/E  groups  have 
Uistently  outrun  their  high-tech 
linents  easily,  and  unless  mar- 
!  isychology  changes  drastically, 
Inh  is  very  unlikely,  they  will 
> 1  nue  to  do  so.  ■ 
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-bracket  investors: 


Earn  High  Tax-Free  Yieli)S 
With  Safer- Of  Principal 


For  those  in  higher  tax  brackets, 
the  T.  Rowe  Price  Tax-Exempt  Money 
Fund  can  be  especially  rewarding.  Its 
high  current  yield  is  free  from  Federal 
Income  Tax. 

And  you  enjoy  these  important 
money  market  fund  advantages: 

•  Constant  share  value. 

•  Daily  liquidity. 

•  Free  checkwriting 
over  $500. 

•  No  penalty  for  early 
withdrawal. 

•  Free  exchange  with 
other  T.  Rowe  Price 
Funds. 


•  Minimum  initial  investment  of  only 
$2,000. 

•  No  sales  charge. 

Call  Now 
For  Today's  High  Yield 
TOLL  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 


iT.  Rowe  Price"! 

T  Rowe  Price  Marketing,  Inc.  Dept.  A88 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  on  your  Tax-Exempt 
Money  Fund  with  more  complete  information, 
including  management  fee  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest. 


The  Hind's  principal  is  not 
insured,  and  its  yield  will 
fluctuate  as  market  conditions 
change.  Income  may  be  sub- 
ject to  state  and  local  taxes. 


I_ 


Name  

Address- 

City  

State  


.Zip. 


Forbes 

Classified 

appears  in 
the  first  issue 
of  every  month 
Look  for  it  in 
an  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED 
call 

Linda  Loren 
(212)  620-2440 

Forbes: 
Capitalist 
Tool 


Growth 
Opportunity 

forAggressive 
Investors. 

The  no-load  fund  with  an 
aggressive  approach  to 
achieving  capital  appreciation. 
▲  You  never  pay  a  sales  charge 

or  withdrawal  fee 
A  You  can  have  free  telephone 

exchange  privileges 

1*800*525*8085  in  Continental  U  S 

A  779-1 233  collect  in  Colorado 

FINANCIAL  DYNAMICS  FUND,  INC. 

P.O.  Box  2040/Denver,  Colorado  80201 

Yes!  I  want  you  to  send  a  free  prospectus  with 
more  complete  information  about  this 
aggressive  investment  opportunity,  including 
management  fee  charges  and  expenses.  I  will 
read  the  prospectus  carefully  before  sending 
money  or  investing. 


Name- 


Address. 


City  

State. 


Zip- 


DF004253B 
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At  times  like  this,  it  pays  to  take  a  Chinese- 
menu  approach  to  stock  selection — one 
from  Column  A,  one  from  Column  B. 

HOW  STRONG, 
HOW  LONG? 


By  Ai 

in  C.  Brown 

No  doubt  about  it,  the  economic 
recovery  is  here  with  a  capital  hoo- 
ray. Like  a  welcome  guest,  the  re- 
surgence was  eagerly  awaited  and 
now  that  it  has  finally  arrived,  talk 
has  turned  to  the  length  of  the  stay. 
A  preliminary  review  of  the  num- 
bers suggests  that  this  recovery  may 
linger  longer  than  most  forecasters 
expect,  although  its  first  year's  per- 
formance may  be  less  dramatic  than 
many  of  its  predecessors'. 

Since  the  Second  World  War,  the 
U.S.  has  had  six  major  recession  re- 
coveries, not  counting  the  one  pres- 
ently under  way.  The  average 
bounce  back  has  lasted  38  months 
and,  since  the  current  recovery 
started  in  December  or  January  (de- 
pending on  which  economist  you 
listen  to),  months  and  months  of 
good  news  would  appear  to  lie 
ahead.  More  important  for  inves- 
tors, the  bull  market  that  beg2n  last 
August  could  run  for  a  couple  of 
years  more,  if  it  is  to  reach  the  aver- 
age 30-month  duration  bull  markets 
have  enjoyed  in  the  past. 

Because  of  the  slowdown  in  the 
long-term  growth  trend  of  produc- 
tivity, the  real  GNP  may  rise  only 
4%  or  so  this  year,  which  is  sub- 
stantially below  the  median  first- 
year  GNP  recovery  of  7%  in  the  go- 
grow  years  of  the  Fifties,  Sixties  and 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  A  C  Brown  &  Associates. 


early  Seventies.  There  are  a  lot  of 
reasons  for  the  decline  in  the  na- 
tion's productivity,  but  one  of  them 
has  to  be  the  transition  from  a  man- 
ufacturing to  a  service  society.  In 
any  event,  this  new  era  of  slower 
GNP  growth  is  likely  to  bring  with 
it  prolonged  prosperity. 

What  also  may  keep  the  recovery 
from  an  early  bum-out  are  the  cross- 
currents and  confusion  unique  to 
this  particular  time.  Ignoring  poli- 
tics for  the  moment,  on  the  one 
hand,  most  consumers  are  up  to 
their  purses  in  purchasing  power. 
On  the  other  hand,  the  presence  of 
the  large  number  of  unemployed 
should  restrain  spending  and  the  in- 
discriminate assumption  of  new 
debt  by  individuals  and  families, 
many  of  whom  have  only  recently 
paid  off  their  earlier  borrowings. 
And,  too,  the  probable  withholding 
tax  on  interest  and  dividends  at  the 
source  and  higher-than-normal  real 
interest  rates  may  cut  into  consum- 
er spending. 

Business  should  give  a  boost  to 
the  economy  by  replacing  badly  de- 
pleted inventories,  but  business 
capital  spending  is  likely  to  be  a 
drag  on  this  recovery  as  a  result  of 
the  record  low  capacity  utilization 
rates.  After  a  brush  with  bankrupt- 
cy last  year,  many  companies  are  in 
no  hurry  to  do  much  in  the  way  of 
building  or  buying  new  equipment 
until  they  rebalance  their  balance 
sheets.  The  continued  overvalua- 
tion of  the  dollar  will  not  help  cor- 
porate sales,  since  it  makes  it  pricey 
for  other  countries  to  buy  what  they 
want  or  need  from  the  U.S. 

In  a  peculiar  way,  the  continuing 
specter  of  a  humongous  federal  defi- 
cit may  actually  help  stretch  out  the 
recovery  by  scaring  the  Federal  Re- 
serve into  a  safe,  sane  and  sustained 
policy,  once  this  period  of  intense 
monetary  hype  under  the  guise  of 


mixed-up  Ms  has  passed.  With  the 
possibility  of  a  revival  of  heavy  in- 
flation so  much  on  the  minds  of  the 
money  men,  they  should  be  quicker 
to  become  less  accommodative 
should  the  situation  warrant  it. 

Today's  stock  market  is  neither 
bull  nor  bear  but  leopard,  which  is  to 
say  "spotty."  Anything  connected 
with  high  technology  has  a  telei 
phone-number  sized  multiple; 
whereas  rigor  mortis  has  set  in  on  the) 
oil-service  group.  Automobiles  are 
in.  Tractors  are  out.  And,  while  the 
financial  information  companies  are 
getting  a  big  play,  the  banks  act  as  \\ 
all  their  loans  were  in  Argentina. 

At  times  like  this,  I  find  it  often 
pays  to  take  a  Chinese-menu  apt 
proach  to  stock  selection — one  from 
Column  A,  one  from  Column  B.  01 
the  rich  dishes  in  the  first  column 
Syntex  (58)  continues  to  look  good 
in  spite  of  its  miseries  with  th 
Mexican  peso  devaluation.  Prior  I 
currency  losses,  Syntex  would  hav 
reported  sales  gains  of  20%  in  th| 
second  quarter  instead  of  8%.  Eve 
so,  operating  profits  managed 
climb,  which  indicates  costs  are  uc 
der  control.  With  new  producl 
coming  along  and  with  a  weakemn 
in  the  dollar  close  at  hand,  the  ou 
look  for  the  company  continue 
bright.  The  price  of  Syntex'  stoc 
has  doubled  since  last  year's  low  bi 
recently  has  been  building  a  base  f 
what  looks  like  a  breakout  on  til 
upside.  For  the  year  ending  Ju 

1983,  Syntex  could  earn  $4.30  pi 
share,  vs.  $3.85  a  year  ago.  For  fisc 

1984,  $5.05  to  $5.10  per  share  lool 
possible — maybe  more. 

My  candidate  from  Column  B,  tl 
laid-back  but  looking-good  line, 
Chase  Manljattan  (51).  This  big,  mo 
ey-center  bank  has  a  current  mu 
pie  of  just  over  4  times  this  yea 
estimated  earnings  per  share  of  $1 
plus  and  only  about  3 'A  times  ne 
year's  earnings,  expected  to 
around  $14  per  share.  With  Drysd 
Government  Securities  and  Pe 
Square  fading  into  unhappy  men 
ries,  the  future  holds  promise 
Chase — Mexico's  and  other  proble 
loans  notwithstanding. 

If  you  feel  especially  ventu 
some,  consider  one  from  Column 
Warner  Communications  (28)  is  i 
likely  to  get  too  much  worse  i 
could  get  better  in  a  hurry,  if 
$4.50  per  share  earnings  estima 
for  1984  hold.  ■ 
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WHAT  YOUR 
RAIN  COULD  DO  IN  AVOID 
MAY  SHOCK  YOU. 


ie  removing  the  sensory 
tition  your  brain  responds  to 
-ay-the  sights  and  smells  and 
tithat  define  the  reality  around 

lat  new  realities  could  your 
ixplore  when  freed  from  the 

nts  of  the  ordinary? 

cent  issue,  OMNI  Magazine 
with  Dr.  John  C.  Lilly,  the 
:>versial  neuroscientist 
iiveloped  the  world's  first 
In  tank.  According  to  Lilly, 
I  deprivation  can  induce 
^logical  freefalls"-waking 
out-of-body  travel,  and  even 


a  possible  breakdown  of  the 
interspecies  communication  barrier. 
Indeed,  Lilly's  research  offers  striking 
evidence  that  such  "alternate 
realities"  are  very  real,  and  perhaps 
necessary,  components  of  our  future. 

lf\e  Lilly  interview  is  a  fascinating 
example  of  the  entertaining  and 
provocative  journalism  that  has  made 


THE  WORLD'S  LEADING  SCIENCE  MAGAZINE 


OMNI  the  world's  leading  science 
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You  can  thumb  your  nose  at  the  bears  in 
the  stock  market  if  you  protect  your  port- 
folio with  a  stock  index  spread. 

BEAR  TRAPS 


By  Stanley  W.  Angrist 


So  you  have  made  a  bundle  since 
last  summer,  when  nearly  every 
stock  you  own  came  to  life.  But  you 
know  that  bull  markets  don't  go  up 
without  corrections,  and  you  feel 
that  this  one  might  be  getting  ready 
to  have  a  pretty  good  correction. 
There  are  a  number  of  strategies  you 
could  employ  to  protect  yourself 
against  such  an  eventuality. 

The  simplest  ploy  is  to  sell  out 
your  portfolio,  but  you  hesitate  to  do 
that  because  you  still  feel  the  market 
has  a  way  to  go.  You  could  also  sell 
calls,  if  available,  against  the  stocks 
you  own,  but  in  the  event  of  a  rally, 
you  would  hate  to  see  your  winners 
called  away.  You  could  sell  short  one 
of  the  stock  index  futures  contracts, 
but  the  risk  of  a  margin  call  makes 
you  nervous.  Finally,  you  could  buy 
put  or  sell  call  options  on  one  of  the 
stock  indexes,  but,  so  far,  the  open 
interest  and  volume  make  you  wary 
of  these  thin  markets.  It  seems  to  me 
that  the  most  conservative  move 
you  could  make  would  be  to  look  for 
an  intermarket  bear  spread  in  stock 
index  futures. 

A  spread  that  would  serve  to  pro- 
tect a  stock  portfolio  would  be  one 
that  has  you  go  long  the  S&P's  in- 
dex and  short  the  Value  Line  index. 
The  chart  shows  how  this  spread 
has  performed  since  early  October. 


Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets 


The  Value  Line  index,  traded  at  the 
Kansas  City  Board  of  Trade,  has 
moved  up  more  sharply  than  the 
S&P's.  Therefore,  in  the  event  of  a 
selloff,  one  would  expect  it  to  drop 
faster.  Let's  see  why. 

The  Value  Line  Composite  Aver- 
age, on  which  the  stock  index  future 
is  based,  is  an  equally  weighted, 
geometric  average,  expressed  in  in- 
dex form.  It  consists  of  approxi- 
mately 1,700  stocks,  which  com- 
prise about  96%  of  the  dollar  trad- 
ing volume  in  U.S.  equity  markets. 
The  equal  weighting  and  broad 
composition  of  the  Value  Line  in- 


on  the  value  of  the  index  than  will 
smaller-capitalized  issues.  Since 
highly  capitalized  stocks  tend  to 
move  sluggishly,  the  S&P's  will  be 
less  volatile  than  the  Value  Line. 

As  stock  market  prices  begin  to 
trend,  substantial  price  movements 
occur,  first  in  the  S&P's  index,  as 
investors  initially  buy  or  sell  the 
large  capitalization  issues  repre- 
sented heavily  in  that  index.  Then 
investors  turn  their  attention  to  the 
second-tier  issues  that  contribute 
equally  in  the  Value  Line  index.  As 
the  bull  continues  to  roar,  these 
more  volatile  issues  begin  to  fly. 
Thus  the  spread  between  the  Value 
Line  and  the  S&P's  widens. 

lust  the  opposite  happens  when  a 
correction  begins.  First,  investors, 
mostly  institutions,  sell  the  large 
capitalization  issues.  So  the  spread 
continues  to  widen,  even  as  a  correc- 
tion gets  under  way.  As  the  market 
consolidation  continues  and  inves- 
tors become  concerned  about  con- 
serving capital,  they  start  to  dump 
their  second-tier  issues,  and  the  Val- 
ue Line  index  starts  to  fall  faster  than 
the  S&P's,  causing  the  spread  differ- 


For  bears  only 


The  eight-month-old  bull  market,  as  traced  by  the  cash  value  of  the 
S&P's  500  index,  has  experienced  no  major  corrections.  Over  the  same 
period,  the  spread  between  the  S&P's  500  index  and  the  June  futures 
contracts  for  the  Value  Line  index  has  widened.  In  the  event  of  a  stock 
market  sell-off,  this  difference  will  narrow  and  bear  spreaders  will  profit. 


S&P's  index  (cash  value) 


Difference  between  Value  Line  and  S&P's  future 


dex  makes  it  responsive  to  so-called 
second-tier  stock  price  movements. 

The  S&P's  500  index,  which 
trades  on  the  Chicago  Mercantile 
Exchange,  is  a  weighted  average. 
That  is,  the  price  of  each  of  the  500 
stocks  making  up  the  average  is 
multiplied  by  the  number  of  shares 
of  that  issue  outstanding.  Obvious- 
ly, large  capitalization  stocks  in  this 
index  will  have  a  much  bigger  effect 


ence  between  them  to  narrow. 

I  would  try  to  buy  the  S&P's, 
while  selling  the  Value  Line  (basis 
the  June  contracts),  with  the  Value 
Line  at  least  25  points  higher  than 
the  S&P's.  I  would  risk  no  more 
than  2  points  ($1,000  per  spread), 
looking  for  a  5-point  profit  ($2,500). 
The  margin  on  this  trade  is  about 
$1,200.  The  round-turn  commis- 
sion should  be  around  $100.  ■ 
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Financial  Strategy 


m  are  hearing  the  familiar  cry:  Buy 
ow,  before  prices  go  up  again.  From 
here  I  sit,  my  advice  would  be,  cool  it. 

MISREADING  THE 
MONEY  SUPPLY 


By  A.  Gary  Shilling 


the  slowdown  in  inflation  for 
il?  Or  is  it  just  a  cyclical  down- 
n  caused  by  the  recession?  In 
yet,  will  prices  start  rising  again 
ten  the  economy  does? 
3eople  who  expect  inflation  to 
rt  roaring  back  soon  may  feel 
npted  to  buy  a  new  house;  to  sell 
rids  and  invest  in  precious  met- 
;  to  stockpile  land  sites  against 
ssible  future  plant  expansion;  to 
rrow  now,  long  term,  before  rates 
ad  back  to  the  stratosphere. 
Vly  advice  to  these  people  is: 
>n't  do  it. 

rhose  who  think  we  are  in  for 
>re  inflation  cite  the  recent  mon- 
supply  growth,  which  exploded 
!a  24%  annual  rate  in  February, 
pse  numbers  have  scared  the 
nd  market  into  a  relapse.  In  my 
inion,  this  is  all  wet.  Contrary  to 
Dular  opinion,  the  Federal  Re- 
ive hasn't  thrown  in  the  towel.  It 
I:  responded  to  a  basic  shift  in 
jierican  political  and  economic 
liking.  Voters  manifested  their 
lire  to  end  inflation  at  nearly  any 
it  in  the  1980  election  and  again 
ftiot  really  throwing  out  the  Re- 
-vlicans  in  1982.  While  the  gov- 
iment  hasn't  managed  to  cap 
lading  or  huge  federal  deficits, 


iry  Shilling,  a  gitest  columnist,  is  presi 
I  of  A.  Gary  Shilling  &  Co ,  Inc.,  a  New 
economic  consulting  firm  He  is  author 
Inflation  Ending?  Are  You  Ready?,  just 
isheel  by  McGraw-Hill 


the  Fed  has  acted  forcefully.  Con- 
vinced that  people's  number-one 
concern  was  inflation,  it  imposed 
severe  monetary  restraints,  letting 
up  only  moderately  last  summer, 
and  then  with  caveats  against  re- 
newed inflation,  hi  fact,  the  Fed 
may  be  easing  up  too  cautiously, 
despite  the  recent  growth  in  Ml. 

The  growth  in  the  money  supply 
has  little  to  do  with  the  potential 
supply  of  credit  and  a  lot  to  do  with 
people's  fear  of  risk.  Swinging  is 
out.  Conservative  is  in.  The  bank- 
ruptcies and  rumors  of  bankruptcies 
have  made  people  cautious.  They 
are  letting  cash  balances  build  up. 
This  is  reflected  by  an  increase  in 
Ml.  In  short,  the  velocity  of  money 
has  slowed.  This  is  not  inflationary. 
It  is  deflationary.  The  pessimists  are 
simply  reading  the  numbers  wrong. 

For  these  and  other  reasons,  I  be- 
lieve that  the  postwar  string  of  typi- 
cal cycles  has  been  broken  this 
time,  and  an  extended  period  of  dis- 
inflation has  begun.  In  this  issue  I 
am  explaining  why.  In  coming 
weeks  I  will  tell  you  what  you  can 
do  about  it  in  terms  of  your  invest- 
ment and  business  strategies. 

What  other  deflationary  forces  in- 
dicate a  distinct  departure  from  ear- 
lier postwar  experience? 

First,  real  interest  rates — the  dif- 
ference between  interest  rates  and 
inflation  rates  — remain  more  than 
twice  their  postwar  norm.  Investors 
continue  to  be  wary  of  inflation  and 
seem  to  want  to  recoup  their  pound 
of  flesh  after  the  negative  real  inter- 
est rates  and  extreme  losses  they 
suffered  earlier. 

Deregulation,  by  increasing  com- 
petition and  driving  prices  down, 
acts  as  a  deflationary  force.  We 
have  seen  its  effects  on  airlines 
and  trucking  and,  more  recently, 
on  telecommunications  and  finan- 
cial services.  Steel  and  autos,  once 
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cartel-like  industries,  also  are  feel- 
ing the  effects  of  intense  foreign 
competition. 

The  strung  dullai  is  another  defla- 
tionary factoi  that  seems  likely  to 
continue,  as  the  U.S.  remains  a  safe 
haven  for  foreign  investors.  Natu- 
rally, the  strong  dollai  encourages 
imports.  They,  in  turn,  tend  to  hold 
down  domestic  prices  and  intensify 
competition  with  domestically  pro 
duced  goods.  The  strong  dollar  also 
turns  exporters  back  to  the  U.S. 
market. 

Inflation  is  also  inhibited  by  the 
continuing  risk  of  financial  disas- 
ters around  the  globe.  Earlier,  when 
real  interest  rates  were  negative  and 
tangible  asset  prices  were  rising,  ev- 
eryone was  borrowing  to  the  hilt 
and  buying  coins,  antiques,  real  es- 
tate and  other  collectibles.  Compa- 
nies bought  assets  in  the  ground  and 
pension  funds  poured  money  into 
commercial  real  estate.  Whole 
countries  participated.  Mexico,  for 
example,  bet  that  oil  prices  would 
rise  forever  and  make  it  easy  to  pay 
off  international  loans.  How  wrong 
they  all  were.  When  real  interest 
rates  went  up,  tangible  asset  prices 
declined,  and  oil  prices  fell.  And  the 
threat  of  international  financial  cri- 
sis is  far  from  over. 

Business  executives  are  cutting 
costs  ruthlessly  and  consumers  are 
saving  like  crazy,  quelling  inflation 
even  more  visibly.  Managers  are  not 
only  postponing  but  also  are  cancel- 
ing capital  spending  projects.  Cost 
cutting,  while  necessary,  almost  in- 
evitably means  unemployment  or 
lower  income  for  someone.  As  not- 
ed, consumers  are  just  plain  scared 
of  losing  their  jobs.  Determined, 
too,  to  replace  what  they  lost  as 
their  tangible  assets  declined,  they 
are  attracted  by  high  interest  rate 
returns.  And  they  no  longer  need  to 
hedge  buy. 

A  final  restraint  on  inflation 
comes  where  you  would  least  ex- 
pect it — the  huge  federal,  state  and 
local  deficits.  Though  stimulative 
in  a  sense,  these  deficits  are  also 
constraining  liberal  politicians' 
zeal  to  enact  antirecessionary  pro- 
grams that  only  increase  deficits 
more  uncontrollably. 

These  deflationary  forces  suggest 
that  this  is  anything  but  a  typical 
postwar  environment.  Inflation  is 
way  down  and  the  overall  trend  re- 
mains downward.  ■ 
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Inflation  is  dropping,  but  the  politicians 
who  are  busily  taking  the  credit  for  the 
drop  had  nothing  to  do  with  it. 

THE  EYE 
OF  THE  STORM 


By  Ashby  Bladen 


Sanity  can  be  a  great  handicap  in 
Wall  Street.  For  several  months  the 
leading  indicators  have  been  rising 
and  consumer  prices  falling.  So 
bond  and  stock  prices  have  been 
going  straight  up,  presumably  re- 
flecting a  belief  that  disinflation  has 
set  in  and  prosperity  is  returning. 
According  to  the  Wall  Sfreet  Journal, 
President  Reagan  hailed  February's 
0.2%  decline  in  the  Consumer  Price 
Index  as  proving  "we  are  putting 
inflation  back  in  its  cage." 

In  fact,  "we"  had  nothing  to  do 
with  it.  To  the  contrary,  both  fiscal 
policy  and  monetary  policy  in  this 
country  are  highly  inflationary.  At 
the  moment,  however,  the  price 
consequences  are  being  offset  by 
unemployment  and  the  slack  de- 
mand that  the  severe  recession  has 
caused  and  by  the  imported  oil  de- 
flation. Before  we  get  into  the  diffi- 
cult question  of  how  long  this  hap- 
py balance  of  opposing  forces  can  be 
expected  to  continue,  here  are  the 
facts  as  I  see  them. 

On  the  fiscal  front,  the  govern- 
ment, by  running  a  deficit  of  6%  of 
GNP,  is  presently  creating  purchas- 
ing power  at  least  6%  faster  than  our 
economy  is  creating  real  goods  and 
services.  However,  the  issue  that  the 
politicians  are  arguing  about  is  not 

Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  I'lxjenLx  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
w  ith  the  Developing  Financial  Crisis. 
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whether  we  should  be  spending  691 
more  than  we  are  producing  bii 
whether  we  should  be  spending  it  a\ 
armaments  or  on  transfer  payment} 
Meanwhile,  sensible  people,  hk 
Martin  Feldstein,  keep  reminding  u 
that  this  isn't  just  Keynesian  contr^ 
cyclical  deficit  spending.  Even  witli 
economic  recovery,  the  excess  i 
spending  over  producing  will  t| 
widening  for  the  foreseeable  futur 
Since  nobody  doubts  the  inflatid 
ary  consequences  of  large  and  pq 
manent  deficits,  we  tend  to  swefl 
that  issue  under  the  rug. 

There  is  an  interesting  theoretid 
debate  going  on  about  the  signil 
cance  of  the  rapid  expansion  in 
money  supply.  But  nobody 
doubt  the  significance  of  the  acc« 
erating  growth  of  total  Federal 
serve  credit,  which  was  rising  aO 
less-than-10%  annual  rate  last  ya 
and  now  is  rising  at  an  annual  ra 
of  more  than  20%.  It  is  creating 
banking  reserves  that  will  suprxj 
an  explosion  of  purchasing  power' 
the  private  sector  whenever  peoj 
choose  to  step  up  their  borrowii 
In  every  recession  Fed  policy  tul 
excessively  stimulative  sooner 
later,  and  for  20  years  the  laggj| 
consequences  have  been  a  new  pa 
of  inflation  and  interest  rates  durj 
the  ensuing  recovery. 

Twice  during  the  1970s  the 
insurance  company  whose  inve 
ments  I  was  then  managing 
rowed  from  the  banks  during  ere 
crunches.  We  used  the  money 
buy  long-term  bonds  at  new  pes 
in  yields  when  it  became  clear  t 
the  crunch  was  about  to  caus< 
recession  that  presumably  wouk 
accompanied  by  lower  interest  ra 
and,  consequently,  higher  be 
prices.  But  as  the  recession  drag] 
on  and  the  bond  market  ralha 
had  to  point  out  to  the  board  t|t:; 
bull  bond  markets  were  possi 
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Madison  Fund   48 

Martin  Marietta    42 

Mayfield  Funds   200 

Mead    134 

Mediatcx  Communications   80 

Mesa  Petroleum    41 

Microelectronics  and  Computer  Technology  76 

Mid-Res    154 

Mobil    197 

Molecular  Systems   44 

Monsanto   84 

Motorola    76 

National  Car  Rental   166 

National  Computer  Systems   Ill 

NCR   76 

Newcor    Ill 

Northwest  Inds    48 

Oak  Partners   194 

Octameron  Press    166 

Odyssey  Partners   48 

Off  the  Wall  Street  Journal  II   176 

O  P  M  Leasing    38 

Oppenheimer  &  Co   48 

People  Express   1 70 

Philip  Morris    10 


Philips  N  V  (Netherlands)    lj 

Piedmont  Aviation  \ 

Psych  Systems   H 

Pulte  Home    lj 

Quickpnnt    lj 

RCA   :   16,  | 

Reading  _  i 

Revlon  j\ 

Rich  Products    U 

Rockwell  Intl  J 

Royal  Dutch/Shell  (U.K.)   lj 

Safeway  Stores  ]J 

Sage  Assocs  j 

Saxon  Inds   6,  i 

Scallop  Thermal  Mgmt   lj 

Scott  Paper  i 

Seagate  Technology    lj 

Scars,  Roebuck   lj 

Shearson/Amencan  Express   4 

Shopwell    lj 

Sony  (Japanl    lj 

S  perry  I 

Stride  Rite   ]] 

Sun  Banks    l| 

Super  Food  Services   

Superior  Oil   

Syntex   

Techniclone  

Telxon   1 

Textron  1 

Timberland    I 

Time  Inc   

Toro  M 

Toyota  (Japan)   I 

Tracks  West   1 

Trans  World  

Union  Oil  of  Calif  

United  Technologies  

Vanguard  Funds    1 

Varian  Assocs   I 

Volkswagen  |W  Germanyl    I 

Wall  Street  Journal   ] 

Walt  Disney  Productions  

Wang  Labs   

Warner  Communications    2 

Warner-Lambert   


Do  you  know  anybody 
who  is  somebody  in  busine* 
who  does  not  read 
Forbes  Magazine? 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
tems  from  past  issues  of  Forbes 

sty  years  ago  in  Forbes 

m  the  issue  of  April  28,  1923) 

5  wealth  increases  and  becomes 
re  widely  distributed — a  process 
tig  on  rapidly — the  greater  be- 
lies the  number  of  individuals  and 
lilies  who  can  and  do  afford  the 
isure  and  luxury  of  'wintering'  in 
ny  climes.  A  taste  of  such  eli- 
tes very  often  leads  to  families  of 
ans  moving  to  them  for  permanent 
dence  on  retiring  from  active  busi- 
s  or  agricultural  life.  California 
!  Florida,  for  example,  are  adding 
irmously  to  their  year-round  popu- 
on  through  this  kind  of  inflow." 

cretary  of  Commerce  Hoover  be- 

res  that  the  country's  business 
im  is  on  a  sound  foundation  and 
t  there  is  good  reason  to  expect  a 
g  continuance  of  prosperity.  'The 
iness  condition  is  marked  just 
v  by  the  fact  that  goods  are  not 
umulating,'  the  Secretary  said.  'Al- 
ugh  production  is  at  a  high  point, 
sumption  is  equaling  it.'  " 


Si 

?  more  abnormal  expansion  be- 
tes, the  shorter  the  period  it  will  last. " 


ty  years  ago 

'  1,  1933) 

ots,  boycotts,  blacklists,  block- 
i — once  more  dairy  farmers  are 
heathing  these  weapons  against 
milk  prices.  ...  In  March  dairy 
lers  surrounded  York,  Penna., 
led  milk  consigned  to  dealers  who 
ised  to  raise  prices  and  chalked  up 


Striking  dairy  farmers  salute  passage  of  a 
New  York  State  law  fixing  milk  prices 

one  of  their  infrequent  victories.  In 
April  striking  dairy  farmers  near 
Rochester,  N.Y.  started  a  series  of 
milk  wars  but  called  a  halt  when  the 
New  York  legislature  hurriedly 
passed  a  bill  to  fix  the  price  of  milk." 

"The  biggest  guns  of  the  battleship 
'New  Deal'  have  been  turned  on  inter- 
national problems.  The  first  shot — 
President  Roosevelt's  historic  order 
[April  20,  1933]  placing  an  embargo  on 
gold  exports — was  truly  one  heard 
'round  the  world.  When  the  smoke 
cleared  away  it  was  discovered  that 
the  dollar,  allowed  to  'take  care  of 
itself  in  the  foreign  exchange  mar- 
kets, had  dropped  15%  in  value  in 
relation  to  the  pound  sterling,  domes- 
tic commodity  and  stock  prices  had 
soared  while  government  bonds  and 
other  prime  investments  declined 
and,  perhaps  most  important  of  all, 
our  competitive  position  in  world 
markets  had  been  improved  consider- 
ably. All  this  took  place  while  Ram- 
say MacDonald,  premier  of  Great 
Britain,  and  Edouard  Herriot,  former 
premier  of  France,  were  en  route  to 
this  country  at  the  special  invitation 
of  President  Roosevelt  to  discuss 
world  economic  problems." 

"Even  after  three  years  of  depression 
there  is  no  definite  evidence  that  the 
American  public  wants  economy  in 
an  automobile  badly  enough  to  be 
willing  to  give  up  maximum  perfor- 
mance characteristics  to  get  it.  At 
least  no  manufacturer  so  far  has  been 
willing  to  stake  his  all  on  an  economy 
appeal.  Every  time  economy  appeal 
has  been  emphasized  in  the  past,  the 
manufacturer  has  felt  it  necessary  to 
claim  as  well  all  the  performance, 
comfort  and  power  of  competitive 


models.  The  result  usually  has  been  a 
backtrack  to  larger  size,  slightly  less 
economy,  slightly  increased  luxury, 
etc.,  even  when  emphasis  had  been 
laid  strongly  on  economy  factors  in  a 
new  model." 

"Eastman   Kodak   stockholders,  at 

their  annual  meeting,  selected  the  ac- 
countants they  desired  to  audit  the 
company's  records.  This  practice, 
common  in  Britain,  promises  to  be 
widely  adopted  here.  Various  manage- 
ments are  learning  that  the  real  own- 
ers, the  shareholders,  are  now  taking  a 
keen,  not  to  say  critical,  interest  in 
the  conduct  of  affairs.  .  .  .  Leaders  in 
the  accountancy  profession  should 
bestir  themselves  to  encourage  this 
salutary  movement." 

Twenty -five  years  ago 

(May  1,  1958) 

"As  chairman  and  president  of  Col- 
gate-Palmolive Co.,  Edward  H.  Little, 
77,  lives  in  two  very  different  worlds. 
Only  one,  Colgate's  fast-growing  and 
richly  profitable  empire  overseas,  is 
entirely  of  his  own  making.  .  .  . 

"Until  1926,  when  Little  got  the 
assignment  to  build  up  the  company's 
less  than  $20  million  in  foreign  [busi- 
ness], overseas  sales  were  only  minor 
appendages.  Little  had  the  imagina- 
tion to  see  that  foreign  markets  were  a 
richly  promising  field  and  to  sense 
that  they  could  not  be  handled  as  a 
mere  afterthought.  Spending  eight 
months  of  each  year  abroad,  Little 
brought  in  native  executives,  com- 
pletely reversed  the  prevailing  idea 
that  what  was  good  strategy  in  U.S. 
markets  was  sure-fire  abroad.  Apply- 
ing what  has  been  canonized  as  'Little's 
law,'  he  scrapped  the  near-universal 
practice  of  simply  translating  U.S.  ad- 
vertising copy  into  foreign  languages, 
insisted  that  all  promotion  be  tailored 
to  the  native  mores  and  idiom." 

"Railroad  riders  are  a  fast-disappear- 
ing race,  Interstate  Commerce  Com- 
mission statistics  show.  In  1947,  for 
example,  329.1  million  coach  tickets 
were  sold;  by  last  year,  only  154  mil- 
lion. Because  of  fare  boosts,  rail-line 
revenue  from  passenger-coach  traffic 
dropped  less  precipitously,  last  year 
totaled  $430.3  million  vs.  $559.6  mil- 
lion in  1947.  But  parlor-car  travel 
plummeted  in  both  traffic  and  rev- 
enues, from  30.6  million  and  $336 
million  in  1947  to  13.3  million  and 
$191  million  ten  years  later." 
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Thoughts 

on  the  Business  of  Life 


The  one  thing  that  hurts 
more  than  paying  an  income 
tax  is  not  having  to  pay 
an  income  tax. 
Thomas  R.  Dewar 


A  day  of  worry  is 
more  exhausting  than 
a  day  of  work. 
John  Lubbock 


True  success  is  overcoming 
the  fear  of  being  unsuccessful. 
Paul  Sweeney 


Worry  never  robs  tomorrow 
of  its  sorrow,  but  only 
saps  today  of  its  strength. 
A.J.  Cronin 


No  man  ever  sank  under  the 
burdens  of  the  day.  It  is 
when  tomorrow's  burdens  are 
added  to  the  burdens  of  today 
that  the  weight  of  them  is 
more  than  a  man  can  bear. 
George  MacDonald 


A  Text . . . 

I  have  been  young,  and 
now  am  old;  yet  have  I 
not  seen  the  righteous 
forsaken,  nor  his  seed 
begging  bread. 
Psalm  37:25 


Sent  in  by  f.N.  Holt,  Cherokee,  Kan.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


The  man  who  has  done  less  than 
his  best  has  done  nothing. 
Charles  M.  Schwab 


The  past  always  looks  better 
than  it  was.  It  is  only 
pleasant  because  it  isn't  here. 
Finley  Peter  Dunne 


We  should  concentrate  on  doing 
with  all  our  might  and  mind 
the  thing  that  lies  immediately 
to  hand,  doing  our  best  hour 
by  hour,  day  by  day,  fretting 
as  little  as  possible  about 
what  the  future  may  hold  or 
indulging  too  much  in  vain 
regrets  over  the  past 
B.C.  Forbes 


Do  not  plan  for  ventures 
before  finishing  what 
is  at  hand. 
Euripides 


Never  mind  your  happiness; 
do  your  duty. 
Will  Durant 


One  need  not  hope  in  order 
to  act;  or  succeed  in  order 
to  persevere. 
William  of  Orange 


Diligent  ants  undermine  the  moat. 
Japanese  Proverb 


Were  I  to  await  perfection,  my 
book  would  never  be  finished. 
Tai  T'ung 


Just  be  glad  you're  not 
getting  all  the  government 
you're  paying  for. 
Will  Rogers 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York.  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


An  income  tax  form  is  like 
a  laundry  list — either  way 
you  lose  your  shirt. 
Fred  Allen 


You  can  achieve  more  by 
patience  than  with  talent. 
Frank  Tyger 


A  great  part  of  this  life 
consists  in  contemplating 
what  we  cannot  cure. 
Robert  Louis  Stevenson 


To  think  we  are  able  is  almost 
to  be  SO;  to  determine  upon 
attainment  is  frequently 
attainment  itself. 
Samuel  Smiles 


Why  wish  for  the  privilege  of 
living  your  past  life  again?  You 
begin  a  new  one  every  morning. 
Robert  Quillen 


When  one  door  closes,  another 
opens;  but  we  often  look  so 
long  and  so  regretfully  upon 
the  closed  door  that  we  do 
not  see  the  one  which  has 
opened  for  us. 
Alexander  Graham  Bell 


You  can  never  ride  on  the 
wave  that  went  out  yesterday. 
John  Wanamaker 


The  end  knows  its  beginning 
no  better  than  the  beginning 
knows  its  end. 
James  Thorpe 


"Again"  should  equal  a  gain. 
Shraga  Silverstein 


I  like  a  person  who  knows 
his  own  mind  and  sticks  to 
it;  who  sees  at  once  what, 
in  given  circumstances,  is 
to  be  done  and  then  does  it. 
William  Hazlitt 
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The  perfect  gift 
from  the  less  than  perfect  boss. 


Really  now,  sometimes  you're  riot  the  easiest  person  to 
work  with.  And  no  one  knows  it  better  than  your 
secretary.  So  it's  time  you  give  her  some  of  the  recogni- 
tion she  deserves. 

That's  why  FTD®  has  created  the  Secretaries  Week 
Bouquet.  A  beautiful  bouquet  in  an  insulated  mug  and 
beverage  caddy  she'll  keep  for  her  morning  coffee.  It 


even  comes  with  a  supply  of  Taster's  Choice®  coffee. 

And  it's  easy  to  send,  even  if  you're  out  of  town.  Just 
call  the  nearest  FTD  Florist,  and  use  your  American 
Express  or  other  major  credit  card. 

So  send  the  FTD  Secretaries  Week  Bouquet  during 
Secretaries  Week  It's  the  perfect  way  for  the  less  than 
perfect  boss  to  say  thanks. 


Send  your  thanks  with  special 


care: 


TM 


®  FTD  and  its  emblem  are  registered  trademarks  of  Florists'  Transworld  Delivery  Association. 
©Taster's  Choice  coffee  is  a  registered  trademark  of  The  Nesde  Company,  Inc. 


©1983  Florists'  Transworld  Delivery  Association. 


PROTECT  BOTH 
OF  OUR  ESTATES? 

KECK,  I  DON'T 
WANT  TO  BUY  TWO 

policies: 


■able  in  most  states 

New  York  Lite  Insurance  Company.  51  Madison  Avenue.  New  York.  New  York  10010.  Life.  Group  and  Health  Insurance,  Annuities,  I't 


When  Congress  changed  the  estate  tax 
law  in  1981,  they  changed  the  ground 
rules. 

By  adding  an  unlimited  marital 
deduction  provision,  they've  made  it 
possible  to  eliminate  all  Federal  estate 
taxes  on  property  which  passes  to  a 
surviving  spouse. 

But  there  is  a  hitch.  Hefty  estate 
taxes  may  be  due  when  that  spouse 
dies.  Thus,  both  husband  and  wife 
need  life  insurance  to  cover  potential 
liabilities. 

You  may  be  able  to  accomplish  this 
without  buying  two  policies.  Here's 
how:  New  York  Life's  new  Surviving 
Spouse  Rider* 

When  you  buy  a  New  York  Life 
policy,  it  includes  this  provision.  It 
guarantees  your  spouse  the  right  to 
buy  insurance  at  your  death.  He  or  she 
cannot  be  turned  down. 

So  both  of  you  can  be  protected,  yet 
you  pay  for  only  one  policy  now.  Ask 
me,  your  New  York  Life  Agent. 

"ASK  me: 
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223  The  Forbes  500s :  A  dif- 
ficult year  in  three  of  four 
ways  But  the  fourth  fore- 
shadows better  times. 


55  Oil  futures  WJjere  once 
it  set  prices,  OPEC  now 
ratifies  the  market. 


71  It  was  a  humbling  expe- 
rience, hut  a  most  valu- 
able one  as  well 


The  Forbes  500s 

223  Introduction 

224  The  Forbes  Sales  500 
232  The  Forbes  Profits  500 
247  The  Forbes  Assets  500 

256  The  Forbes  Market  Value  500 
266  Company  Rosters 
307  Jobs  And  Productivity 


55  Oil: 

A  Signal  To  The  World 

Trading  in  crude  oil  futures  is  more  than 
merely  one  more  game  for  speculators  to  play. 
More  likely,  it  announces  the  end  of  OPEC's 
domination  of  the  world  oil  market. 

57  The  IMF: 

Is  There  Another  Answer? 

There  is,  but  it's  too  frightening  for  the  bank- 
ers and  politicians  to  talk  about. 

60  Insurance: 

Where  Stand  The  SPDAs? 

State  insurance  regulation  is  as  varied  as  the 
50  states.  Where  does  that  leave  Baldwin- 
United  annuity  holders? 

61  Companies: 
Texaco 

"I  don't  want  department  stores,"  says  John 
McKinley.  "I  don't  want  copper  mines.  I 
want  to  drill  more  of  those  big  oil  tracts." 

70  Investments: 
The  Trendy  Stuff 

In  mutual  funds,  unfortunately,  that's  what 
seems  to  be  hot. 

71  Companies: 
Lucky  Stores  Inc. 

Everybody  makes  mistakes.  Learning  from 
them  is  the  trick. 

74  Lingerie: 

Selling  Sexiness 

And  these  days,  it's  really  selling. 

80  Government: 
Public  Television 

Take  all  that  moaning  about  federal  cutbacks 
with  a  grain  of  salt.  PBS  is  doing  all  right. 

82  Companies: 

Pacific  Telecom  Inc. 

Whoever  called  utility  managers  sleepy  never 
met  Al  Gleason. 


87  Banks: 

The  Latest  Cottage  Industry 

In  the  shadow  of  the  financial  conglomerates, 
independent  banks  are  sprouting  like  weeds 
in  Texas  and  California. 

99  The  Streetwalker: 
Getty's  Problem 

And  Fayez  Sarofim's  solution.  Also:  Finan- 
cial World's  silent  partner;  a  friend  for 
Warner  Communications;  the  right  timing 
on  Prime  Computer. 

100  Companies: 
The  Rouse  Co. 

As  Disney  sells  fantasy,  Rouse  sells  themes. 
And  the  themes  sell  the  goods. 

106  Companies: 

Communications  Satellite  Corp. 

Why  is  Joseph  Charyk  committing  Comsat  to 
costly  diversification?  Because  the  handwrit- 
ing may  just  be  on  the  wall. 

110  Companies: 

Orion  Satellite  Corp. 

Government  lawyers  who  become  entrepre- 
neurs are  a  rare  breed.  Even  rarer  is  one  with  a 
truly  audacious  idea. 

112  Companies: 
Gould  Inc. 

Not  many  companies  would  part  with  a  divi- 
sion that's  just  come  up  with  a  promising  new 
product.  But  not  many  companies  are  run  by 
CEOs  with  the  fierce  drive  of  Bill  Ylvisaker. 

115  Taxing  Matters: 
Right  Hand,  Left  Hand 

fust  when  the  IRS  is  cracking  down  on  tax 
shelters,  Uncle  Sam  is  encouraging  one  of  the 
biggest  of  all. 

116  Numbers  Game: 
Bankers'  Rights 

This  may  come  as  a  surprise,  but  most  of  the 
15,000  banks  in  the  U.S.  never  have  a  full 
audit  from  a  certified  public  accountant. 

118  Europe: 

A  Touch  Of  Capitalism 

Two  of  Europe's  hottest  new  issue  markets 
are  in  socialist  Sweden  and  France. 

122  The  Up  &  Comers: 

W.  L.  Gore  &  Associates 

Its  "lattice"  organization  is  as  impressive  as 
its  successful  product.  Also:  Thomas  Nelson 
Inc.;  Vermont  Research  Corp. 
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106  Comsat.  What's  hap- 
pening to  the  hottest  stock 
of  1964? 


115  Taxing  Matters.  Uncle 
Sam  doesn't  let  the  left 
hand  know  what  the  right 
hand  is  doing. 


122  The  Up  &  Comers:  No 
bosses,  no  titles,  no  employ- 
ees— only  "associates. " 


196  Database  Publishing: 
"There  is  a  trap  here. " 


165  Technology: 

"We're  Selling  Ice  To  Eskimos" 

Well,  not  exactly.  But  Micro  Focus,  Inc.,  does 
the  next  best  thing — it  sells  high  technology 
to  the  Japanese.  Also:  New  Brunswick  Scien- 
tific; what  comes  after  the  floppy  disk? 


176  On  The  Docket: 

Comparative  Advertising 

A  court  case  that  could  have  some  strong 
implications  for  the  current  vogue  of  knock- 
ing your  competitor  by  name. 


Faces  Behind  The  Figures 

179  W.  Graham  Clay  tor  Jr., 

Amtrak 

179  James  Skidmore  Jr., 

Science  Management  Corp. 

180  Terry  Ehrich, 
Hemmings  Motor  News 
180  George  Weissman, 
Philip  Monis 

182  Paul  Klein, 
Playboy  Channel 

183  Alvin  Lubetkin, 
Abeiciombie  &)  Fitch 


185  Personal  Affairs: 

Handwriting  Analysis 

Long  used  in  the  personnel  departments  of 
European  companies,  graphology  has  been 
classed  with  astrology  and  the  occult  in  this 
country — until  recently.  Now  hundreds  of 
U.S.  companies  are  using  it. 


196  Publishing: 

The  Database  Boom 

It's  a  fast-growing  field  that  sounds  great  but 
could  be  a  trap  for  the  unwary  entrepreneur. 


328  Investments: 
Pioneer 

Boston-based  Pioneer  Group's  fundamental- 
ist approach  has  brought  it  some  above-aver- 
age returns.  But  few  of  its  holdings  match  the 
stock  performances  of  its  own  management 
company. 
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LOOKING  FOR  THE  SOLUTION 
WITHOUT  LISTENING  TO  THE  PROBLEM 
IS  WORKING  IN  THE  DARK. 


Too  many  companies  are  more  concerned  with 
talking  about  what  they've  got  than  listening  to  what 
you  need. 

An  attitude  we  can't  afford  at  Sperry. 

Our  business  is  using  advanced  microprocessor 
technology  to  devise  unique  systems  solutions  to  com- 
plex problems  — in  information  processing,  defense 
and  aerospace. 


So  the  first  thing  we  do  is  listen. 

When  you  listen  well,  you  discover  no  two  proble 
are  precisely  alike. 

And  neither  are  the  best  ways  to  solve  them . 

For  industry  Sperry  developed  a  computer-aideij 
design  system  that  helps  engineers  take  an  idea  frd 
concept,  through  design  and  testing,  to  production 
all  from  a  single  terminal. 


\<r  pilots,  we  devised  computer-controlled 
ilators  that  let  them  practice  landing  anywhere, 
|r  any  conditions.  Even  a  pitching,  rolling  aircraft 

in  the  middle  of  the  sea.  At  night, 
lid  for  governments  all  over  the  world,  we've  designed 
cuter-based  systems  that  do  everything  from 
Icting  earthquakes  to  modeling  whole  economies. 
:e  ability  to  listen  may  be  a  non-technological 


talent,  but  it's  an  indispensable  technological  skill. 

If  you're  looking  for  the  best  solution  to  your  problem, 
try  speaking  to  people  who  listen  before  they  talk. 


WE  UNDERSTAND  HOW  IMPORTANT 
IT  IS  TO  LISTEN. 
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.        Perhaps  it  is  not  polite  to  laugh  at  the  squirming  of  a 
[^j?  competitor;  we,  too,  make  mistakes.  Nevertheless,  I 
can't  help  but  smile  at  the  contortions  the  folks  at 
Fortune  are  going  through  in  their  efforts  to  bring  the 
Fortune  500  into  the  Information  Age.  Their  problem 
^HieS    1S  rooted  in  the  basic  conception.  It  is  the  Fortune  500 
AcVkPt^l  industrials — which  assumes  the  only  companies  that 
•m     count  are  those  that  run  assembly  lines.  It's 
|XS  SHIO     embarrassing  for  Fortune  that  its  list  of  the 
\''f"  €k  w\l       \/o  1 1 1  £k     supposedly  most  important  compa- 
ifl4I  liCl  >ai  UC     nies  doesn't  include  AT&T,  Bank  of 
America  and  many  other  giants.  Especially  embarrassing  in  an  age 
when  the  line  between  services  and  manufacturing  is  fast  breaking 
down.  In  the  corporate  world  there  are  no  longer  apples  and  oranges; 
there  are  only  orange-apples,  and  the  blending  is  going  to  progress  as 
the  nation  plunges  into  the  Age  of  Information  and  Services.  Isn't  IBM 
largely  a  service  company?  And  why  count  Procter  &  Gamble  as  a 
manufacturer  while  Sears,  Roebuck  is  not?  Marketing,  after  all,  is  the 
name  of  both  their  games.  Fortune  lists  Warner  as  an  industrial  but  not 
CBS;  GE  but  not  GTE.  Union  Pacific,  a  railroad  with  oil,  is  on  its  list; 
Santa  Fe  Industries,  a  railroad  with  oil,  is  not.  These  distinctions  are 
lost  on  me.  (How  many  services  can  dance  on  the  head  of  a  pin?) 

To  get  itself  out  of  this  dilemma,  Fortune  will  next  issue  bring  you 
yet  another  list:  the  500  largest  service  companies.  Come  on,  fellows. 
Fess  up.  You're  on  the  wrong  track.  Why  not  do  as  we  do  and  list  the 
500  largest  companies — period?  Then  classify  them  as  we  do — not  by 
revenues  alone — but  by  the  four  measures  that  really  count:  profits, 
market  value,  assets — and  revenues.  Until  Fortune  does  so,  it  is  only 
going  to  get  more  and  more  tangled  in  its  own  contradiction. 

Silver  linings 

As  you  would  expect,  many  of  the  figures  for  The  Forbes  500s  make 
distressing  reading  this  year.  But  there  are  significant  bright  spots, 
most  notably  in  The  Forbes  Market  Value  500.  Total  market  value  of 
the  500  biggest  by  this  measure  increased  $150  billion  last  year  to 
cross  the  $1  trillion  mark.  Battle  for  first  place  seesawed  between  LBM 
and  AT&T.  Last  year  AT&T  on  top;  this  year  IBM.  The  preeminence 
of  IBM  and  AT&T  is  symbolic:  Communications  and  data  processing, 
increasingly  intermingled,  have  outpaced  the  older  industries. 

For  more  good  news,  turn  to  The  Forbes  Profits  500.  As  expected, 
total  profits  are  down  from  1981,  off  by  9%,  to  $112.5  billion.  But 
study  the  cash  flow  column.  Nourished  by  Reagan's  tax  reform, 
corporate  cash  flow  actually  grew  during  the  recession:  up  $2  billion, 
to  almost  $250  billion.  A  small  gain,  but  the  trend  is  what  counts, 
boding  well  for  a  restoration  of  liquidity  and,  later,  to  a  pickup  in 
capital  spending. 

Thanks,  Dow  Jones 

By  the  way,  Dow  Jones,  publisher  of  the  Wall  Street  Journal,  has  chosen 
The  Forbes  500s,  not  the  Fortune  500,  for  its  authoritative  database 
services,  Dow  Jones  News/Retrieval.  If  you  want  to  know  more  about 
database  publishing  and  why  it  is  so  important,  read  Jeff  Blyskal's 
"Technology  for  technology's  sake?"  which  starts  on  page  196. 


Editor 
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When  the  world's  best  need  a  lift,  they  call  on  ARA. 


With  nearly  a  hundred  different 
ympic  events  and  thousands  of 
ympic  athletes,  getting  the  right 
llete  to  the  right  event  at  the  right 
le  is  a  monumental  challenge. 

So  the  organizers  of  the  '84 
/mpic  Games  turned  to  ARA. 

As  the  nation's  largest  provider 
contract  transportation,  and  the 
irld's  largest  service  management 


company,  ARA  is  more  than  qualified. 

Olympic-size  jobs  are  nothing 
new  to  ARA.  Nor  is  our  ability  to  serve 
the  people  of  California.  Everyday, 
ARA  employees  manage  food  service 
for  you,  distribute  your  books  and 
magazines,  bring  you  clean  uniforms, 
care  for  your  loved  ones  in  nursing 
homes,  transport  charter  groups,  and 
even  drive  your  children  to  school. 


And  when  it's  time  to  transpor 
the  Olympians  (and  manage  their  fooc 
service),  we  promise  only  our  best. 

We  can  do  no  less,  certainly  no 
in  California.  ARA  was  founded  here 

and  we  nov 
have  10,50C 
employees  ir 
this  fine  state 


services 


Proud  To  Serve  Again 


We  offer  you  a  strategy  for  a  lifetime 
of  investment  opportunity  and  financial  security. 


TOTAL  FINANCIAL  PLANNING. 


I 


Once  upon  a  time . . . 
pu  could  get  ahead  just  by  saving  money, 
low  it's  a  lot  more  complicated, 
jow  do  you  keep  your  savings 
iiead  of  taxes  and  inflation . . . 
id  still  provide  for  mortgage  payments, 
•liege  tuitions,  insurance,  investments, 
id  retirement? 

ow  do  you  cope  with  a  financial  world 
at  has  become  infinitely  more  complex? 
)day,  whether  you  earn  $50,000  or 
50,000,  you  need  a  long-term  strategy 
at  properly  places  investment  assets 
keep  them  earning  maximum  returns, 
strategy  that  replaces  the  panic  button 
Jth  an  orderly  system  for  success. 

At  Prudential-Bache, 
i  call  it  Total  Financial  Planning, 
s  the  discipline  we  live  by. 

Total  Financial  Planning  requires 
:areful  assessment  of  your  entire 
lancial  situation,  and  the  assembling 
a  financial  profile  that  forms 
e  basis  of  an  approach  to  meet  all 
ur  financial  objectives. 

Your  Total  Financial  Planning 
ogram  might  well  include  stocks  and 
nds,  options,  municipals  and 
Dney  market  funds . . .  among  a  variety 
investment  opportunities.  Or  your 
•sition  may  require  diversification  into 
x  shelters,  private  placements, 
mmodities,  annuities,  estate  and 


retirement  plans.  In  all . . .  more  than 
sixty-five  financial  alternatives. 

Prudential-Bache  Account  Executives 
are  the  catalysts  behind  the  considered 
process  of  Total  Financial  Planning. 
They  have  the  depth  of  experience 
to  meet  your  changing  needs 
through  a  continuing  relationship. 
The  more  we  know  about  you, 
the  more  we  can  do  for  your  future. 
And  ours. 

Total  Financial  Planning. 
It's  the  discipline  needed 
to  stay  ahead  in  the  uncertain  '80s. 
And  it's  yours  from 
Prudential-Bache  Securities. 
One  powerful  source  for  a  lifetime 
of  investment  opportunity 
and  financial  security. 

Today,  take  the  first  step. 
Call  us  at  800-654-5454. 
Day  or  night,  we'll  be  there. 


33  Prudential-Bache  Securities  Member  SIPC 


Prudential-Bache 

Securities 


Trends 


The  Employee 
Achievement 
Award. 

Your  outstanding 
employees  will  proudly 
display  awards  of  Cross 
fine  writing  instruments 
with  your  corporate 
emblem.  And  inspire 
others.  Write  on  your 
company  letterhead  for 
our  catalog. 

CROSS' 

SINCE  1846 

A.T.  Cross  Company 
70  Albion  Road,  Lincoln,  Rl  02865 


Now,  Chinese  M  B. A  s 

The  Chinese  are  embracing  capital- 
ism with  a  vengeance.  They  now  have 
a  graduate  program  in  business  ad- 
ministration. Last  month  the  first  26 
Chinese  M.B.A.s  since  Mao  Tse- 
tung's  Cultural  Revolution  complet- 
ed an  18-month  course  at  the 
Shanghai  Institute  of  Mechanical  En- 
gineering, with  the  help  of  Indiana 
University.  Hoosier  business  profes- 
sor Joseph  Battat  designed  and  helped 
run  the  program.  Battat  was  the  first 
technical  expert  hired  by  China's  For- 
eign Experts  Bureau  since  the  Soviets 
checked  out  in  the  late  1950s.  The 
M.B.A.  program  was  typically  Ameri- 
can, with  courses  in  marketing,  fi- 
nance, management,  production  and 
computers  and  information  systems, 
Battat  says.  Four  women  and  22  men 
were  taught — in  English — by  visiting 
Canadian  and  U.S.  business  profes- 
sors and  a  management  consultant. 
All  the  students  had  previous  univer- 
sity training,  and  two-thirds  had 
worked  in  factories  and  shops  or  on 
farms.  The  Chinese  are  interested  in 
management  and  engineering,  Battat 
says,  and  in  five  years  or  so  could  be 
running  the  M.B.A.  program  them- 
selves. "We  have  taught  the  teach- 
ers," he  says.  "We  taught  them  a  new 
way  of  thinking — to  analyze — and 
that  could  be  revolutionary." 

Quiz  kids 

Intelligence  tests  for  children  have  al- 
ways been  a  touchy  subject,  especial- 
ly in  these  changing  times.  The 
Wechsler  Intelligence  Scale  for  Chil- 
dren, for  example,  was  originally  de- 
veloped in  1939;  Stanford-Binet's  less 
popular  test  dates  back  to  1916.  Both 
I.Q.  quizzes  have  been  revised,  but 
Alan  Kaufman,  Ph.D.,  a  professor  at 
San  Diego's  California  School  of  Pro- 
fessional Psychology,  claims  they  are 
still  inadequate  because  blacks  and 
Hispanics  are  at  a  disadvantage. 
Whites  generally  score  about  102  on 
the  Wechsler  I.Q.s,  he  says,  blacks 
only  about  86.  (California's  courts 
have  ruled  the  old  tests  cannot  be 
used  to  place  minority  children  in 
classes.)  So  Kaufman  and  his  wife, 
school  psychologist  Nadeen  Kauf- 
man, spent  five  years  developing  a 
new  exam.  Published  by  the  Ameri- 
can Guidance  Service,  the  individual- 
ly administered  K-ABC  test  "rede- 
fines intelligence,"  its  authors  say. 
Kaufman  says  it  scores  intelligence 
only  by  problem-solving  abilities,  not 


by  acquired  knowledge  ("achieve- 
ment"). Children  must,  for  example, 
pick  a  familiar  face  out  of  a  crowd. 
The  K-ABC  test  narrows  racial  and 
ethnic  margins:  Whites  score  an  aver- 
age 102,  blacks  95  and  Hispanics  99. 

Rocky  Mountain  high 

For  a  couple  of  years  or  so,  Peter  Bor- 
deaux, president  of  New  Orleans'  Saz- 
erac  Co.,  has  been  peddling  a  mint- 
flavored  blue  drink  called  Aspen  Gla- 
cial Liqueur,  an  addition  to  his  basic 
line  of  Sazerac  drinks.  Bordeaux  was 
aiming  for  the  upscale  market.  Aspen 
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Logo  for  a  new  liqueur 

Upscale,  downscale,  who  cares? 

was  to  be  "chic,  trendy,"  he  says.  Bor- 
deaux rates  his  new  concoction  a  suc- 
cess (more  than  120,000  bottles  sold, 
60%  in  the  last  four  months),  but 
hardly  as  he  planned.  The  customers 
are  far  from  upscale.  Aspen  is  selling 
briskly  in  such  non-U  centers  as 
Shreveport,  La.,  Orlando,  Fla.,  Peoiia, 
111.,  northern  New  Jersey,  Providence, 
R.I.  and  other  strongholds  of  the  blue 
collar.  In  fact,  some  drinkers  are  or- 
dering "Blue  Collars,"  a  blend  of  As- 
pen and  cream.  In  Peoria  the  drink  is 
known  as  "Ty»D»bol,"  after  the  toilet 
cleaner.  Besides  the  blue-collar  set, 
Aspen  aficionados  include  punk 
rockers,  leather  bikers  and  other  non- 
conformists. Bordeaux  still  talks  wist- 
fully of  his  upscale  potential,  but  he 
should  have  expected  some  of  this  all 
along:  One  recipe  in  the  Aspen  pro- 
motional brochure  is  something 
called  a  "Blue  Shooter" — "your  favor- 
ite icy  cold  brew  and  a  shot  of  Aspen 
on  the  side."  That  spells  "boiler- 
maker"  to  any  blue-collar  drinker. 

Shopping-cart  banking 

Banks  and  financial  centers  in  super- 
markets may  seem  a  long  way  off  but, 
in  fact,  the  idea  is  catching  on.  Texas 
Federal  Savings  &.  Loan  of  Dallas,  for 
example,  has  opened  two  full-service 
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ranches  in  Randall's  Supermarkets 
1  Houston,  and  five  more  have  been 
iven  regulatory  approval.  Another 
)allas  thrift,  First  Texas,  has  opened 
iree  branches  in  local  Kroger  stores 
ince  last  fall  and  plans  seven  more  in 
le  area.  Kroger,  the  Ohio-based 
hain,  reports  a  growing  trend  toward 
upermarket  banking.  "It's  because  of 
le  popularity  of  one-stop  shopping," 
ays  a  Kroger  spokeswoman,  "and 
eople  are  opening  bigger  supermar- 
ets."  Kroger  already  has  about  25 
anks  in  its  stores  in  8  states  (Indiana, 
exas,  Ohio,  Arkansas,  Kentucky, 
irginia,  Georgia  and  Tennessee)  and 
lys  more  are  opening  all  the  time, 
anks  lease  the  space  from  the  super- 
larkets  and  set  their  own  hours, 
roger  also  has  70  automatic  teller 
lachines  operated  by  banks  in  its  su- 
ermarkets,  and  these,  too,  are  in- 
reasing.  Other  chains  opening  their 
oors  to  local  banks  are  Marsh  in  Indi- 
lapolis,  Jewel  in  Chicago  and  Smit- 
h's in  Phoenix.  Financial  centers  are 
ot  far  behind.  Kroger  has  opened  five 
)  far  in  a  joint  venture  with  Capital 
olding  Co.  of  Louisville,  Ky.,  offer- 
ig  property  and  casualty  insurance, 
loney  market  funds,  mutual  stock 
id  bond  funds,  plus  a  service  for 
iredit  card  protection  and  registration 
t  household  property. 

Tax-free  wages 

he  plan  to  let  Americans  tuck  away 
irt  of  their  salaries  tax-free,  written 
ito  law  in  1978  and  into  the  IRS  code 
1 1981,  is  starting  to  boom.  A  survey 
:  446  companies  with  sales  of  $1 
llion  to  more  than  $10  billion  by 
liladelphia's  Hay  Group  showed 
)%  with  a  plan  in  effect  at  the  end  of 
,st  year,  compared  with  8%  only  six 
iionths  before,  and  another  42%  con- 
idering  one.  "I  think  these  plans  are 
iiing  to  be  very  widespread,"  says 
enneth  P.  Shapiro,  a  Hay  partner, 
he  new,  so-called  401  (K)  rule,  al- 
uough  not  yet  made  final  by  the  IRS, 
i  lows  employees  to  set  aside  part  of 
leir  salary  tax-free,  and  90%  of  the 
irticipating  companies  offer  match- 
g  funds,  usually  50  cents  for  every 
nployee  dollar,  to  encourage  partici- 
(ition.  The  money  can  be  withdrawn 
lly  when  a  person  retires  or  leaves  or 
I  case  of  hardship  (buying  a  home, 
Iness,  education),  but  only  a  tenth  of 
te  total  is  then  taxed.  "In  the  next 
to  or  three  years,"  Shapiro  says, 
nore  than  50%  of  the  major  com- 
bes will  have  401  (K)  plans."  He 
so  thinks  401  (K)  will  have  con- 
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IS  THERE  STILL  A  ROOM 
ft^"  RESERVED  FORME? 


If  you  have  to  ask, 
you're  not  atThe  Registry. 

No  matter  when  you  arrive,  The  Registry  is  ready.  With 
exemplary  service.  With  award-winning  cuisine.  And  with 
spacious,  richly  appointed  rooms.  Plus  The  Registry  offers  the 
American  Express®  Card  Assured  Reservation?  Which  means 
we'll  hold  rooms  indefinitely  for  Cardmembers.  Even  if  you 
don't  check  in  until  3  a.m.-or  so!  But  no  matter  what  time  it 
is,  you're  right  on  time  at  The  Registry  Hotel. 

*When  you're  going  to  be  delayed,  simply  call  The  Registry  before  6  p.m. 
(their  time)  to  get  a  cancellation  number  so  you  won't  be  billed. 


The  American  Express®  Card.  Don't  leave  home  without  it? 

For  reservations:  The  Registry  Hotels:  Dallas,  TX  214-386-6000;  Bloomington,  MN 
(Minneapolis/St.  Paul  Airport)  612-854-2244:  Irvine,  CA  (John  Wayne-Orange  County 
Airport)  714-752-8777;  The  Registry  Inn:  Charlotte,  NC  704-525-4441;  The  Registry  Resort: 
Scottsdale,  AZ  602-991-3800;  The  Registry  Hotel  Corporation:  Dallas,  TX. 


BUSINESS  CLIMATE 


LOUISIANA  DOES  MORE 
THAN  TALK  ABOUT  IT 

Louisiana's  actions  on  "business  climate"  speak 
louder  than  words.  Check  our  record:  Reasonable 
Tax  Policies;  Revenue  Bond  Financing;  State-Sup- 
ported Job-Specific  Training  Programs;  Enterprise 
Zones;  Businesslike  Government;  Fair  Workmen's 
Compensation  and  Unemployment  Laws. 

LOUISIANA 

WlAfeL  BE^k  m  For  more  reasons  why  Louisiana  works, 

write:  Jim  Harris,  Louisiana  Office  of 
B^lfH  J%  Commerce  &  Industry,  P.O.  Box  44185, 
•HT  Dept.  B53,  Baton  Rouge,  LA  70804, 

or  call  (504)  342-5361. 


Because  our  actions  speak  louder  than  words. 


Trends 

siderably  more  than  the  "negligible" 
effect  on  tax  revenues  that  the  IRS 
predicted  when  it  was  first  written 
into  law.  So  far,  however,  no  one  at 
the  Treasury  seems  to  be  alarmed. 

Two  points  for  Burundi 

Burundi,  a  nation  of  just  over  4  mil- 
lion peasant  farmers  with  a  per  capita 
annual  income  of  only  $200,  is  one  of 
the  smallest  and  poorest  nations  in 
the  world,  with  little  health  care, 
transportation  or  communications. 
But  it  boasts  the  Watusi  tribe,  whose 
members  average  7  feet  tall.  That 


Tlie  Watusis  of  Burundi 
A  gift  from  on  high. 


seems  to  be  reason  enough  for  the 
Reagan  Administration,  through  its 
newly  formed  U.S.  International 
Sports  Committee,  to  make  a  gift  of 
$10,000  worth  of  basketballs,  hocps 
and  nets  to  Burundi.  The  equipment 
may  not  be  as  much  appreciated  by 
the  average-size  Hutus  (who  now  rule 
the  country),  even  less  by  the  Twa 
people,  a  pygmy  tribe. 

Welcome  to  our  city 

Hard  times  and  high  travel  costs 
haven't  put  a  crimp  in  the  convention 
business,  according  to  a  new  survey  of 
369  trade  association  executives. 
These  groups  continue  to  spend  $16 
billion  a  year  on  their  annual  confabu- 
lations, according  to  Readex,  Inc.  of 
St.  Paul,  Minn.  "Attendance  at  con- 
ventions, contrary  to  popular  wis- 
dom, has  remained  steady  over  the 
past  three  years,"  says  R.  William 
Taylor,  president  of  the  American  So- 
ciety of  Association  Executives.  Most 
of  the  16,500  U.S.  trade  groups  hold  at 
least  one  convention  a  year,  the  sur- 
vey says,  with  a  typical  delegate  drop- 
ping at  least  $250  in  the  welcoming 
city.  The  bigger  associations,  accord- 
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How  to  use  a  747 


KLM  flies  747  s  exclusively 
to  Europe.  Here's  how  to 
get  maximum  benefit  from 
one  of  the  finest  planes  in 
the  skies. 

Surveys  confirm  the  747  as  the 
aircraft  preferred  by  most  busi 
ness  travelers,  demanding 
people  who  appreciate  the 
roomy,  comfortable  interior  of 
this  massive  plane. 

KLM  has  further  enhanced 
the  pleasure  of  Hying  this 
special  aircraft  by 
devoting  a 
great  deal 


choice  of  beverage.  Royal  Class 
passengers  can  boar  d  at  their 
leisure  and  disembark  fu  st.  A  mar- 
velous courtesy.  And  whether  you 
are  in  Amsterdam  or  any  of  KLM's 
U.S.  gateways,  a  luxury  lounge  is 
reserved  just  for  you,  the  Royal 
Class  passenger. 

KLM's  Business  Class. 

The  international  business 
traveler  has  never  been  so 


and  a  delightful  choice  of 
entrees  served  on  distinctive 
china  with  elegant  glassware. 

Fly  to  the  very 
center  of  Europe. 

KLM  flies  747's  from 
New  York,  Chicago, 


Speciai  cabin  staff  for 
Business  Class.  Like 
Royal  Class,  Business 
Class  passengers  get  the 
personal  attention  of  their 
own  highiy-trained  staff. 


SleepAir  seat.s-a  new  dimension 
in  comfort.  KLM's  new  SleepAir 
seats  have  been  designed  to 
KLM's  specifications. 
You  arrive  in  Europe  refreshed 
and  ready  for  a  full  day's  work. 


to  some  very 
important 
details. 

Royal  Class. 

KLM's  Royal 
( 'lass  has  a 
level  of  luxury 
that  goes  far 
beyond  the 

conventions  of  First  Class. 

You  can  really  stretch  out  on  our 

new  SleepAir  seats. 

We  serve  you  hors  d'oeuvres, 
including  caviar,  and  a  choice  of 
no  less  than  five  cut  tecs,  accom- 
panied by  champagne  or  your 


understood.  KLM's  Business 
Class  passengers  are  treated 
to  two  separate  cabins: 
one  reserved  for  non- 
smokers  on  the  upper  deck, 
another  on  the  main  deck. 
There  are  seats  with  more 
leg-room,  complimentary 
cocktails, 


Boutique  duty-free 
shopping  from  your 
seal.  What  could  be  eas 
ier?  The  perfect  oppor- 
tunity to  pick  up  a  gift 
for  a  client  or  your 
famiiy  at  a  bargain 
price.  Major  credit 
cards  accepted. 


Los  Angeles, 

Houston  and  Atlanta  nonstop 
to  Amster  dam's  Schiphol  Air- 
port, rated  Europe's  best  by 
business  travelers.  Here  you'll 
find  1,125  weekly  connections 
to  cities  in  Europe,  the  Middle 
East  and  the  Ear  East  and  Africa. 
The  next  time  you  have 

business  abroad,  fly  KLM 
747's.  Fbr  reservations, 
call  your  Travel  Agent, 
corporate  travel  depart- 
ment or  KLM  Royal 
Dutch  Airlines. 


KLM 

Royal  Dutch  Airlines 


The  airline  of  the  international  business  traveler 


In  Madrid 


Adjacent  to  the  Prado  and  surrounded  by  beautiful  gardens, 
The  Ritz  is  the  aristocratic  hotel  of  Madrid. 
Reflecting  the  classical  style  of  a  bygone  age,  its  public  rooms  are  the 
favourite  meeting  place  of  world  high  society 

ATrusthouse  Forte  Exclusive  Hotel. 

For  reservations  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 


CONSTRUCTION 

DISPUTES? 

Call  the  undisputed 
construction  experts. 

wagner  •  hohns  •  inglis  •  inc. 

208  HIGH  STREET 
MOUNT  HOLLY.  NEW  JERSEY  08060 
0  609-261-0100 


LA  CRESCENTA,  CA 
SAN  FRANCISCO.  CA 
TAMPA  FL 
KANSAS  CITY  MO 
MANDEVILLE.  LA 
WASHINGTON.  D  C 


Please  send  us  your  free  brochure  on  WHI  claims  services 


Name 


Company 
Address  _ 
City   


State 


Zip 


Telephone  (  )  _ 


Forbes 
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ing  to  this  canvass,  now  tend  to  stage 
their  meetings  in  Atlantic  Coast 
states,  from  Florida  north  to  Washing- 
ton, D.C.  The  second  spot  in  popular- 
ity: the  Pacific  Coast. 


Clang!  Clang! 

Trolley  cars,  part  of  the  street  scene 
until  World  War  II,  today  are  virtual 
museum  pieces.  But  they  are  clanging 
into  a  comeback,  say  designers  at  Par- 
sons Brinckerhoff,  the  New  York  firm 
that  developed  trolley  systems  in  De- 
troit, Cleveland  and  San  Francisco  at 
the  turn  of  the  century.  "After  the 
war,  trolleys  were  replaced  by  buses 
and  private  cars,"  says  Winfield  Sal- 
ter, a  PB  senior  vice  president.  "Now, 
with  the  cost  of  fuel,  people  are  think- 
ing differently."  Called  "light  rail" 
systems  in  their  modern  incarnation, 
new  trolleys  are  already  running  in 
Edmonton  and  Calgary  in  Canada, 
and  San  Diego  now  has  a  16-mile  line 
to  the  Mexican  border.  New  lines  are 
under  construction  or  in  the  planning 
stage  in  San  Jose,  Sacramento,  Port- 
land, Ore.  and  Buffalo,  N.Y.  The 
American  Public  Transportation  As- 
sociation reports  other  plans  under 
consideration  in  Denver  and  for  lines 


W/jeti  trolleys  ruled  the  streets 
Clanging  out  of  the  past. 


in  Orange  County,  Calif.  Systems  in 
New  Orleans,  Boston,  Newark, 
Cleveland,  Philadelphia  and  San  Fran- 
cisco are  being  spruced  up,  and  Pitts- 
burgh is  spending  $480  million  to 
modernize  its  22  miles  of  track.  Trol- 
leys are  more  expensive  than  buses  (a 
mile  of  track  can  cost  from  $7  million 
to  $70  million),  but  they  can  handle 
twice  as  many  people  per  hour,  Salter 
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W&ng.Finallya 
computer  company 

that  takes  service 
personally 


It's  no  secret  that,  historically, 
most  computer  companies  have 
taken  sales  more  seriously  than 
service. 

But  Wang  is  changing  all  that 
with  WangCare. 

WangCare,  our  total  service 
philosophy,  is  your  assurance  that 
the  otfice  automation  system  you 
buy  today  will  be  maintained  at 
maximum  running  efficiency. 
Automatically. 

WangCare  includes  uptime  guar- 
antees, extended  service  coverage, 
software  support,  our  Technical 
Assistance  Center,  and  Call  Control 
Centers  that  are  ready  to  respond 
to  your  request  for  service  where 
and  when  you  need  it. 

What's  more,  Wang  provides  a 


range  of  personal  comprehensive 
customer  support  programs 
including  hands-on  training,  docu- 
mentation, multi-site  installation 
guidance,  and  advanced  applica- 
tions assistance. 

Wang  Customer  Engineering, 
our  worldwide  network  of  service 
specialists,  has  made  service  a 
full-time  business. 

And  that's  our  commitment.  The 
service  we  deliver  has  to  be  just  as 
good  as  our  system.  After  all,  would 
you  expect  anything  less  from  the 
world  leader  in  office  automation? 

For  more  information,  call 
1-800-225-9264,  or  write  to 
Wang  Laboratories,  Inc.,  Business 
Executive  Center,  One  Industrial 
Avenue,  Lowell,  MA  01851. 


WANG 


At>40 


The  C  MJice  Automation  Computer  Company 


©  1983  Wang  Laboratories,  Inc. 


In  Long  Island 


THE  GARDEN  CITY  HOTEL 

An  exclusive  hotel  in  the  European  Tradition 


The  newly  opened  $30  million  Garden  City  Hotel, 
built  on  the  site  of  the  famous  historie  hotel  of  the  same  name, 
brings  a  newstandard  of  comfort  and  cuisine  to  Long  Island. 
The  Garden  City  Hotel  is  ideally  placed  for  both  business  and  pleasure 
as  it's  set  amidst  a  thriving  commercial  district,  yet  minutes  away 
from  deep  sea  fishing,  golf  and  sandy  beaches. 

ATrusthouse  Forte  Exclusive  Hotel 

For  reservations  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada:  416-363-6033  in  Toronto. 


THE  BILLION  DOLLAR  COUPON 


If  you're  not  doing  business  with  Hong  Kong  you  could  be  missing 
an  opportunity  to  trade  in  an  area  worth  billions  of  dollars. 

Last  year  for  instance,  Hong  Kong  imported  nearly  US$24  billion 
worth  of  foreign  goods. 

The  U.S.  share  of  this  bonanza  was  US$2,550  million,  or  10.7%  of 
the  total.  An  increase  of  around  6%  on  the  previous  year. 

The  Hong  Kong  Trade  Development  Council  can  put  you  in  touch 
with  business  in  Hong  Kong. 

The  service  is  free  —  the  business  is  worth  billions. 


Please  send  me  the  details  of  services  offered  by  the  HKTDC 


Name 


Company 


Address 


Telephone 


Hong  Kong  Trade  Development  Council 

548  Fifth  Avenue,  Sixth  Floor, 

New  York,  New  York  10036-5091.  (212)  730-0777. 

Cable:  HONGTRADS  NEW  YORK.  Telex:  710  581  6302  HKTDC  NY1 


Offices  in:  Amsterdam  •  Frankfurt  •  Hamburg  •  London  •  Manchester  •  Paris  •  Marseilles  •  Milan  •  Stockholm 
Vienna  •  Zurich  •  Chicago  •  Dallas  •  Los  Angeles  •  New  York  •  Miami  •  Toronto  •  Mexico  City  •  Panama  •  Sydney 
Tokyo  •  Osaka  •  Hong  Kong  •  Nairobi.  Also  consultant  representatives  in:  Athens  •  Barcelona  •  Dubai  •  Abidjan 
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says.  Their  return  won't  help  U.S. 
manufacturers,  however.  Most  of  the 
trolleys  these  days,  Salter  says,  come 
from  Canada,  Germany  or  Japan. 


The  paper  chase 

If  you  thought  paper  drives  were  over, 
think  again.  The  American  Paper  In- 
stitute says  17.3  million  tons  of  waste 
paper  were  collected  by  Boy  Scouts, 
churches,  synagogues  and  wastepaper 
dealers  last  year,  selling  for  perhaps 
$25  to  $125  a  ton.  That  was  down  a  bit 
from  1981,  but  the  API  says  that  1983 
could  be  a  record  year.  Newsprint  was 
as  usual  the  big  item;  3.5  million  tons, 
about  34%  of  all  newspapers  printed, 
were  recycled.  The  institute  expects 
that  to  go  up  another  200,000  tons 
this  year.  "The  pressure  on  the  collec- 
tion system  could  be  the  greatest  ever 
experienced  by  the  recycling  segment 
of  the  paper  industry,"  says  J.  Rodney 
Edwards,  vice  president  of  the  API.  By 
1990,  he  adds,  collection  of  recyclable 
paper  could  reach  24  million  tons  a 
year  which,  including  exports,  could 
mean  a  28%  recycling  rate. 

Junk  no  more 

Once  scorned  as  junk  mail,  the  cata- 
log and  other  direct  marketing  meth- 
ods have  garnered  new  respectability. 
Mail  order  sales  were  an  estimated 
$125  billion  last  year,  and  the  field 
has  even  received  academe's  blessing. 
This  fall  the  University  of  Missouri  in 
Kansas  City  will  begin  offering  gradu- 
ate and  undergraduate  programs  in 
the  art  of  catalog  or  telephone  sales 
and  the  like,  funded  by  a  $570,000 
grant  from  the  New  York-based  Di- 
rect Marketing  Educational  Founda- 
tion. "Shopping  is  not  an  experience; 
it's  a  chore,"  says  Martin  Baier,  a  pio- 
neer in  selling  insurance  by  mail  and  a 
part-time  professor  at  Missouri.  With 
more  and  more  women  working,  he 
says,  mail  order  catalogs  and  tele- 
phone sales  have  gathered  momen- 
tum. Energy  costs  are  another  factor. 
"The  shopping  mall  was  created  by 
the  car,"  Baier  says.  "And  it  may  be- 
come obsolete  as  the  cost  of  driving 
continues  to  escalate."  Mail  order 
buying  also  gets  a  lift  from  computers, 
WATS  lines,  "interactive"  television 
(where  the  ads  carry  a  telephone-order 
number),  credit  cards  and  general  con- 
sumer frustration,  Baier  says.  By 
1990,  he  estimates,  sales-by-mail  will 
account  for  20%  of  all  general  mer- 
chandise sold  in  the  U.S. 


16 


FORBES,  MAY  9,  1983 


EXPERIENCE  THE  QUALITY. 

WITH  STYLE 


Inspecting  a  map  of  the  Beaufort  Sea  are,  left  to  right, 
Diamond  Shamrock's  Vice  Chairman  Avery  Rush, 
President  Al  Tomlinson,  and  Bill  Bricker,  Chairman 
and  CEO. 


^  I 

wisdom  said,  | 
'Global  oil  gluf . . .  I 
trim  your  sails.'  I 
Diamond  Shamrock 
responded  with 
$161  million  for 
five  offshore 
Alaska  leases." 


—  W.  H.  Bricker 


On  October  13,  1982  Diamond 
Shamrock  successfully  bid  $161 
million  for  exploratory  leases  off 
Alaska's  north  slope.  With  the 
price  of  oil  down,  why  did 
Diamond  Shamrock  make  the 
largest  exploration  commitment 
of  its  history? 

1.  Pretty  obviously,  Diamond 
Shamrock  believes  there  is  oil  in 


the  Harrison  Bay  structure  under 
the  Beaufort  Sea.  If  oil  is  found, 
we  believe  it  could  be  a  reservoir 
so  huge  it  would  increase  our 
domestic  reserves  many  times 
over.  And,  despite  the  fact  it  is 
buried  a  mile  and  a  half  under 
the  arctic  ice,  our  cost  per  barrel 
will  be  remarkably  low.  That 
judgment  is  shared  by  our 


partners  and  the  geological 
community. 

2.  We  see  a  bright  future  for 
oil.  In  the  U.S.  alone,  demand  for 
energy  is  expected  to  increase 
15%  by  1990  .  .  .  and  only  com- 
panies that  explore  for  signifi- 
cant new  reserves  today  will  be 
ready  to  meet  that  demand. 

3.  The  timing  was  right. 


Diamond  Shamrock  had  the 
resourcefulness  .  .  .  and  the 
financial  resources  .  .  .  to  signifi- 
cantly and  successfully  partici- 
pate in  the  third  largest  lease 
sale  ever. 

We  have  found  that,  from  time 
to  time,  the  unconventional 
action  can  generate  the  uncom- 
mon profit.  Write  Director  of  Com- 


munications, Suite  3255,  for  the 
booklet  "The  Beaufort  Sea 
Story."  And  for  all  the  facts  on 
Diamond  Shamrock.  Entrepre- 
neurial. Big  enough  to  make  an 
impact.  And,  when  genuine 
opportunity  knocks,  pretty 
darned  resourceful. 


Diamond  Shamrock 

The  resourceful  company. 

Diamond  Shamrock  Corporation, 
Dallas,  Texas  75201 


Announcing 

the  fastest 
door-to-door 

delivery  service 

to  and  front  Europe. 

Emery  First  Class 
International  Service, 


No  matter  what  the  value,  size,  or  weight  of  your  air  shipments, 
Emery  provides  the  fastest  regularly  scheduled  doopto-door  service 
available  between  most  U.S.  and  major  European  cities.  To  most  cities, 
we  can  deliver  door  to 'door  in  as  little  as  48  hours.  From  New  York, 
we  can  deliver  as  quickly  as  overnight  to  major  European  cities.  That 
includes  everything  from  letters  to  packages  to  heavy  cargo. 

Emery  offers  you  a  total  range  of  services  from  customs  clearance 
to  notifying  your  customer  of  the  time  of  delivery,  all  for  one  basic  price. 
For  just  a  little  more,  you  can  even  get  proof' of' delivery  and  full 
documentation. 

So  the  next  time  you  want  the  fastest  scheduled  door'to'door  sep 
vice  to  most  of  Europe,  ask  for  Emery  First  Class  International  Service. 
Call  your  local  Emery  office  for  details. 


r 


Send  for  your  free  Emery 
First  Class  International  Service 
Shipping  Kit  today.  ^ 


Mail  coupon  to: 
Emery 

P.O.  Box  4036,  Woburn,  MA  01888 


Name 


(Last)  (First)  (Middle  Initial 

Title  :  


Company 
Address  — 


w  ,     City  State  Zip   . 

©I  IFBS59  J| 

Time  after  time, 
no  one  delivers  like  Emery. 


Follow-Through 


Photo  finish 

"This  is  a  15-round  fight,  and  in  the 
fourth  round  we  got  beat  up,"  says 
Jerry  Nims,  the  Atlanta  honorary 
Ph.D.  who  last  year  brought  out  the 
$250  "Nimslo"  camera  to  make 
three-dimensional  snapshots  (Forbes, 
Oct.  25,  1982). 

Investors  focused  in  on  Nimslo's 
promise  to  grab  4%  of  the  estimated 
$19  billion  photography  market  with 
its  3-D  system  (created  by  Nims  and 
his  Chinese  co-inventor  Allen  Lo), 
and  the  company's  over-the-counter 
price  climbed  to  $4.88.  But  Nims 
failed  to  deliver.  Instead  of  220,000 
cameras,  Nimslo  International 
shipped  fewer  than  50,000  to  dealers. 
Labor  problems  during  the  crucial 
market  launch  forced  Nims  to  shift 
production  from  a  Timex  plant  in 
Dundee,  Scotland  to  plants  of  Japan's 
Sunpak  and  Ricoh.  Dealers  stewed, 
and  shareholders  got  clobbered.  The 
share  price  skidded  to  $1.15. 

This  might  knock  some  entrepre- 
neurs out  of  the  ring,  but  Nims,  who 
sold  $47  million  worth  of  stock  in 
London  and  New  York  before  selling  a 
camera,  insists,  "We're  going  to  win 
the  fight."  Sunpak  is  making  10,000 
cameras  a  month,  he  says,  so  "Nims- 


lo's production  problems  are  over." 
Sales  will  pick  up,  he  promises,  as 
soon  as  the  peak  camera-buying  sea- 
son arrives  this  summer.  He  sticks  to 
his  1981  forecast  of  capturing  4%  of 
the  world  market  by  1985  (or  maybe 
1986,  he  concedes  when  pressed). 

Others  see  a  different  picture.  "The 
4%  target  is  hopelessly  high,"  says 
Keith  Hodgkinson,  who  has  followed 
Nimslo  for  L.  Messel,  the  London 
brokers,  since  the  company  was 
launched  on  London's  Unlisted  Se- 
curities Market  in  1981.  Robin  Saba- 
lones,  assistant  manager  at  Grand 
Central  Cameras  in  New  York, 
agrees:  "We  sold  50  cameras  at 
Christmas,  which  is  pretty  good  for  a 
gadget-type  camera,  but  we  have  no 
plans  to  reorder."  Adds  Lowell  Elsea, 
vice  president  of  Photo  Center  in 
Miami,  where  Nims  test-marketed 
his  camera:  "Our  sales  have  literally 
come  to  a  standstill,"  even  discount- 
ed to  $136  from  the  suggested  $249 
retail  price.  Reginald  Duquesnoy, 
vice  president  for  international  re- 
search at  Merrill  Lynch,  is  more 
blunt:  "The  camera  bombed  out." 

With  170,000  in  projected  camera 
sales  blacked  out,  how  has  Nimslo 
stayed  afloat?  "We  were  well  capital- 
ized," Nims  replies.  His  key  backer, 


Hotel  Shilla: 
A  MEMORABLE 
EXCEPTION 

Known  for  its  graciousness,  Seoul's 
Hotel  Shilla  renders  a  traditional 
Korean  ambience  inspired  by  the 
renowned  Shilla  Dynasty. 
This  splendid  setting,  just  a  short 
thirty-minute  drive  from  the  airport, 
offers  the  most  beautiful  wooded 
gardens  in  town,  738  luxurious  suites 
and  rooms,  13  elegant  banquet 
rooms,  international  restaurants,  and 
expert  services  tailored  to  the  needs 
of  the  business  man  or  woman  and 
visitors  who  wish  to  enjoy  a  unique 
and  charming  experience. 
Above  all,  our  guests  return  to  us 
time  after  time  because  of  our  dedica- 
tion to  personalized,  attentive  service 
which  makes  all  the  difference  in 
the  world. 

For  Reservation: 

•  Hotel  Shilla  Representive  Office  'New  York:  (212) 
564-0718  (collect)  'Tokyo:  (03)  586-7571  'Osaka:  (06) 
271-7571  Odner  Hotels  Representatives  Office  'Hong 
Kong:  (5)  262251  'Taipei:  5515933  'Singapore:  2353474 
•Bangkok:  2521181  HRI  Office  'US  A.  (except  NY.  State): 
800-223-1230  (toll  free)  •NY  State:  (212)  751-8915  (collect) 
•London:  (01)  583-3050  'Paris:  (01)  079-0000  'Frankfurt: 
(0611)  283345  •Riyadh:  (01)  464-8411  'Sydney:  233-8422 
Sao  Paulo:  (11)  251-5021 

Seoul,  Korea 

202,  2-Ca,  langchung-Dong,  Chung-Ku,  Seoul,  Korea 
Tel:  295-3111,  3121,  3131,  3141,  Cable:  HOTELSHILLA 
C  P.O.  Box:  7000  Telex:  SHILLA  K24257,  24160 

•"'ot'TlKffeadirtfHotels  of  theWotid  Repressed  by  fhj 
Associated  with  the  c4oA£  O^uta 

AlA.  HOTUSVStrM 
JOHN  Jl.  TITLIT  CO..  IXC. 

Csux  International  Association 

Odner  Hotel  Representatives  Ltd  lOHfll 
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Nimslo's  Jerry  Nims  and  bis  3-D  camera 

The  camera  may  not  be  clicking,  but  the  capital  is. 
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WINE  CUSTOMER: 


LEGH  KNOWLES : 


Why  is  your  wine 
sometimes  hard  to  find?" 


"Mother  Nature 
determines  the  size 
of  our  harvest. 
And  she's  notoriously 
unpredictable!' 


Our  first  concern  at  Beaulieu  Vineyard  is  making  the  best 
wine,  not  the  most.  So  we  use  only  the  finest  grapes, 
grown  under  our  direct  supervision.  When  these  run  out, 
we  simply  won't  make  more  wine.  You  see  we  pay  attention 
to  every  detail  of  winemaking.  And  have  for  over  80  years. 
So  although  our  wine  is  sometimes  hard  to  find,  it's  always 
worth  it. 


"President,  Beaulieu  Vineyard,  Napa  Valley,  California 


A  family 
of  funds  that 
offere 
flexibility. 


Each  investor  has  a  slightly  different 
objective:  some  want  long-term  capital 
growth,  some  need  income,  and  some 
like  to  jump  from  one 
strategy  to  another  as 
their  needs  and  the 
market  conditions 
change.  Whatever  your  objective  happens  to  be,  you 
should  know  about  Twentieth  Century  Investors — a 
no-load  mutual  fund  company  that  offers  a  family  of 
four  different  funds,  each  with  a 
slighdy  different  investment  strat- 
egy. Perhaps  one  will  fit  your  par- 
ticular objective. 

Want  to  know  more?  For  more  complete  information  about  Twentieth  Century's 
funds  (Growth  Investors,  Select  Investors,  Ultra  Investors,  and  U.S.  Governments) 
including  charges  and  expenses,  send  for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

TWENTIETH  CENTURY  INVESTORS  -  No-Load  Mutual  Funds 


Please  send  a  free  prospectus  to: 
NaiAe  


Address  . 

City  

State   


Zip  . 


FBS830509 


P.O.  Box  200,  Kansas  City,  Missouri  64141 -(816)  531-5575 


Follow-Through 
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reclusive  Norwegian  shipping  mag- 
nate and  Timex  owner  Fred  Olsen, 
has  also  kept  faith.  In  January  Olsen 
paid  a  $5.5  million  royalty  fee  for  the 
rights  of  a  new  French  company,  Fral- 
sen,  to  distribute  Nimslo  cameras  and 
process  3-D  film  beginning  next  year. 
Nims  denies  any  cash-flow  problems, 
but  the  French  deal,  observes  Messel's 
Hodgkinson,  was  in  effect  "a  capital 
injection  through  the  back  door." 

Nimslo  also  bid  recently  to  in- 
crease— from  16%  to  45% — its  stake 
in  the  Berkey  Photo  film  processing 
and  camera  distribution  group,  in  ex- 
change for  $10  million  and  two  photo- 
processing  plants.  Berkey  will  pay 
Nimslo,  over  time,  a  royalty  of  $10 
million  in  cash  and  stock  for  rights  to 
distribute  3-D  cameras  and  process 
3-D  film.  Paying  $10  million  is  an 
expensive  way  to  get  back  $10  mil- 
lion, but,  Nims  argues,  Nimslo  gets 
the  economies  of  scale. 

The  market  will  not  snap  the  shut- 
ter finally  until  at  least  summer,  but 
shareholders  certainly  are  in  for  no 
easy  time.  London  analysts  expect 
Nimslo  will  announce  an  $18  million 
loss  for  1982. 

Nims,  however,  is  undaunted.  "It's 
all  part  of  the  game,"  he  says.  "This  is 
a  high-risk,  high-reward  business." 

The  gold  rush 

In  1978  Jesse  Helms,  the  GOP  senator 
from  North  Carolina,  put  the  U.S. 
into  the  gold  coin  business  with  a 
rider  attached  to  an  international 
funding  bill.  The  rider  directed  the 
U.S.  Mint  to  begin  turning  out  mil- 
lions of  solid  gold  medallions  cele- 
brating such  distinguished  Ameri- 
cans as  Louis  Armstrong,  Frank  Lloyd 
Wright  and  Marian  Anderson.  When 
the  medals  went  on  sale,  gold  stood 
at  $640  an  ounce.  A  year  later  it  was 
$400,  and  the  mint  had  more  than 
900,000  medals  gathering  dust  in 
vaults  at  West  Point  (Forbes,  Trends, 
Aug.  3,  1981).  The  Treasury  Depart- 
ment showed  minimal  interest  in  the 
medals,  which  were  sold  only 
through  the  post  office.  Red  tape 
aside,  that  meant  that  every  buyer 
was  on  immediate  record  with  Uncle 
Sam,  hardly  a  selling  point  for  any 
self-respecting  hoarder. 

Last  year  the  President's  17-mem- 
ber  Gold  Commission,  chaired  by 
Treasury  Secretary  Donald  Regan,  de- 
liberated for  more  than  eight  months 
before  deciding  to  do  nothing  about 
returning  to  the  gold  standard  or 
minting    real    gold    coins  (Follow- 
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Featured  performance. 

Ibshiba's  new  BD-3701  plain 
paper  copier  really  puts  on  a 
performance.  Packed  into  its 
compact  frame  is  a  full  range 
i>f  features  that  give  you  con- 
venience, reliability,  economy 
and,  most  important,  picture- 
perfect  copies.  Whether  you're 
making  one  copy  or  thousands. 

No  cutting  corners, 
rhe  BD-3701  doesn't  cut  corners 
when  it  comes  to  copying.  You  get 
full  image  reproduction  from 
sdge  to  edge,  corner  to  corner.  No 
more  cut  off  words  or  pictures, 
no  more  void  areas. 

Soft  touch. 
Just  a  quick,  feather-light  touch 


on  the  responsive  sensor-touch 
controls  is  all  it  takes  for  instant 
and  accurate  copier  operation. 
The  BD-3701  also  has  an 
advanced  self-diagnostic  micro- 
computer for  reliable  operation, 
automatic  toner  control  for 
economical  operation,  and 
makes  12  copies  per  minute 
to  make  quick  work  of  your 
paperwork.  With  all  these 
features,  at  a  low  $2,395,* 
it's  no  wonder  Toshiba's 
BD-3701  scores  so  high. 

"Manufacturer's  suggested  retail  price 
In  Touch  with  Tomorrow 

TOSHIBA 


I  want  to  get  in 
on  the  performance. 

□  Please  send  me  more  information. 

□  Please  arrange  for  a  free  demonstration 
of  the  BD-3701  at  my  office. 

Mail  to:  Toshiba  America,  Inc. 

2441  Michelle  Drive,  Tustin,  CA  92680 

Or  call  toll-free  800-447-2882 

NAME 


TITLE 


TOSHIBA  BD-3701 


"NOW  THAT'S  WHAT  1  CALL 
A  DOUBLE  EAGLE." 


TOM  WATSON,  golf  professional 


Another  view  of  a  chemical  company.  Sequence  10 


Hector  Gonzales  Aguirre,  purchasing  manager,  talks  about  his  wife  Lucila  Mora,  a  chemist  with  Henkel  Mexico. 

'At  Henkels  'Kitchen  of  the  Future' 
Lucila  does  the  cooking? 


"J  ust  up  the  road  from  here  near  the  ancient 
pyramids  of  Teotihuacan,  in  Ecatepec, 
that's  where  my  wife  works,  in  the  Henkel 
Mexico  factory  -  there,  where  they  make 
many  products  that  our  country  urgently 
needs. 

Lucila  has  been  with  Henkel  Mexico  since 
1961  and  has  steadily  worked  her  way  up. 
She  now  heads  the  research  and  develop- 
ment lab  which  Henkel  people  often  refer 
to  as  the  'Kitchen  of  the  Future'.  That's 
because  new  products  are  constantly  being 
'cooked  up'  or  developed  there.  And,  of 
course,  tested  there.  Products  such  as  ad- 
hesives.  And  basic  chemicals  for  the  phar- 
maceutical industry  or  for  leather  process- 
ing. And  the  vitally  important  auxiliary 
products  for  the  petroleum  industry 
which  our  country  depends  on. 
In  my  mind,  Lucila's  professional  career 
has  been  like  the  development  struggles  of 
our  cou  ntry .  She  was  one  of  the  first  women 


to  study  at  the  Mexico  City  Polytechnic.  It 
wasn't  easy,  and  I  am  sure  everyone  expect- 
ed her  to  fail.  After  all,  a  woman's  place  was 
considered  to  be  in  the  home  and  with  the 
children.  But  she  proved  shecould  makeit. 
Recently  Lucila  even  traveled  to  Germany 
to  visit  Henkel  headquarters  in  Diisseldorf. 
While  over  there  she  was  briefed  on  all  the 
latest  development  projects  that  Henkel 
has  in  the  works.  Now  when  we  sit  together 
in  the  evenings  and  Lucila  talks  about  the 
trip  and  the  many  impressions  shegathered, 
our  little  daughter  is  all  ears.  So  is  my  75- 
year-old  mother-in-law Josefina.  Surely 
kshe's  thinking  about  the 
changes  she's  seen  in  her 

lifetime,  bringing  oppor- 
tunities that  her  daughter 
and  grand-daughter  can 
enjoy." 

My  w  ife  Lucila. 


Quimica  Henkel  S.A.  de  C.V.,  Mexico 
City,  is  one  of  more  than  100  companies 
of  the  Henkel  Group,  situated  in  more 
than  40  countries.  Worldwide  sales 
over  9  billion  DM.  34,000  employees. 
Headquarters  Diisseldorf,  Federal 
Republic  ot  Germany.  Product  range 
includes  laundry  products,  household 
cleaners,  cosmetics,  adhesives,  in- 
dustrial cleaners,  oleochemicals,  auxili- 
ary products  for  textile  and  leather 
industries.  Over  8,000  products  for 
all  walks  of  life. 


Chemistry  working  for  you. 


Follow-Through 


Through,  May  10,  1982).  The  Treasury 
maintained  its  determined  lack  of  in- 
terest until,  in  mid-April,  with  the 
unfulfilled  mandate  from  Congress  to 
mint  a  million  ounces  into  medals 
each  year  hanging  over  its  head,  it 
called  for  some  help. 

To  move  the  hoard,  Regan  tapped 
Goldman,  Sachs,  the  Wall  Street  in- 


The  Mark  Twain  medallion 


A  Wall  Street  touch  for  the  mint. 


vestment  bankers.  Its  J.  Aron  &  Co., 
a  world-class  dealer  in  precious  met- 
als, has  agreed  to  take  the  medals  off 
the  Treasury's  hands  and  market 
them  through  a  network  of  banks, 
brokerage  houses  and  coin  dealers. 
(The  last  have  been  the  chief  outlets 
for  highly  successful  foreign  coins 
like  the  Krugerrand.)  Aron  will  also 
maintain  a  market  for  the  medals, 
thus  providing  a  trading  forum  for 
anyone  wishing  to  traffic  in  the  re- 
christened  "U.S.  Gold."  To  spread 
the  word,  the  Wall  Streeters  and 
Uncle  Sam  have  brought  in  Benton 
&  Bowles  for  a  two-year,  $8  million 
national  newspaper,  magazine  and 
television  campaign. 

Will  this  added  expertise  empty 
those  West  Point  vaults?  Morris 
Sandler,  the  J.  Aron  vice  president 
running  the  operation,  is  sure  it  will. 
Despite  the  lack  of  promotion  and 
the  cumbersome  business  of  buying 
through  the  post  office,  he  says,  the 
public  did  buy  about  600,000  ounces 
in  the  first  couple  of  years  of  the 
program  and  made  3.5  million  tele- 
phone calls  to  ask  about  it.  As  for 
the  long  term,  he  adds,  only  an  esti- 
mated 2%  to  4%  of  Americans  now 
own  gold.  If  that  could  be  doubled, 
Sandler  says,  it  could  mean  a  healthy 
piece  of  business  for  Goldman,  Sachs 
long  after  the  last  medallions  roll  out 
of  the  mint. 
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FOR  SALE:  8,000 
ACRES  IN  NEIGHBORHOOD 
OF  WHITE  HOUSE. 

When  you  choose  to  locate  your  company  in  Fairfax  County, Virginia, 
you  can  select  a  site  from  over  8,000  acres  just  30  minutes  from  Capitol 
Hill.  That  kind  of  access  is  what  brought  over 
1,800  major  corporations  and  associations  here, 
including  Honey  well,  Mobil  Oil  andTR  W.  And 
not  only  will  your  move  to  Fairfax  County  put 
you  in  close  proximity  to  the  legislative  and 
regulatory  bodies  of  government,  it'll  also 
remove  you  from  many  big-city  problems. 

Of  course,  the  cultural  and  aesthetic 
advantages  of  Fairfax  County  are  another 
story.  That's  not  for  sale,  it's  free. 


Name- 
Title  _ 


Company, 
Address  _ 


-  Phone  - 


City. 


.State . 


.Zip, 


Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Comer,  Vienna,  Virginia,  22180.  Phone  (703)  790  0600. 

FAIRFAX  COUNTY,  VIRGINIA 


|  There  are  two  cities 
|  inVimnia  closer  to 
TO^hington 

i 

Crystal  City.  Skyline  City.  North-     Please  send  me  y°ur  fu" color  b00k  on 

J  ...     .   /,      J      ■  .  '      i  r         □  Crystal  City         □  Skyline  City 

em  Virginia  s  complete  urban  of- 
fice environments  that  put  you 

closer  to  the  Pentagon,  National  l'mpdny 

Airport  —  and  more— than  anyone  re"  " 

else.  Write  to  us,  and  we'll  show     The  Charles E. Smith Com^^s 

|      you  why  the  best  office  locations      Commercial  Leasing  Division 

•    II ;„ „u ■  ,i   •_  17-  1735  Jefferson  Davis  Hiflhway 

in  Washington ...  are  in  Virginia.      Arlington,  va  22202  fo 

I 
I 
I 

S 

The  Charles  E. Smith  Companies  703-920-8500 


thanWashington, 


Money  cannot  be 
well-managed  without  a 

point  of  view 
It  can  onlv 


be  shuffled 
around. 


The  information  age  is 
upon  us;  the  dawning  of 
pushbutton  knowledge.  And  if  we're  not  alert  to  it— 
the  pushbutton  mentality  which  relies  only  upon 
pushbutton  facts. 

The  mark  of  difference  at  Seligman  is  our  I 
determination  to  anticipate  changes  in  the  market- 
place and  to  react  to  the  individual  needs  of  our  j 
clients— in  a  non-pushbutton  way.  ] 

In  the  face  of  the  avalanche  of  pushbutton 
information— which  can  often  obscure  vision— we 


vish  to  reaffirm  our  non-mechanical  approach  to 
lie  management  of  money. 

All  Seligman  investments  conform  to  carefully 
developed  strategies  and  all  of  our  strategies  adhere 
:o  our  corporate  view  of  the  future. 

Today  we  have  over  $4  billion  in  assets  under 
nanagement  in  two  areas:  a  select  group  of  private 
iccounts  which  we  manage  separately  for  individ- 
ials5  corporations  and  institutions,  and  a  program 
)f  quality  investment  funds. 

When  it  comes  to  guidance  and  growth  in  the 
nanagement  of  their  funds  a  distinguished  group  of 
:lients  look  to  Seligman  for  answers. 

If  you're  interested  in  our  services  we'd  be 
3leased  to  discuss  them  with  you.  Just  call  or  write 
^on  Schroeder,  our  President.  Outside  of  Newlfork 
he  number  is  (800)221-7844;  in  New  York  State 
3lease  call  (212)432-4000. 

J.&W  Seligman  &  Co.  Incorporated 

One  Bankers  Trust  Plaza.  New  York,  N.Y  10006 
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John  Jameson 

Imported  Irish  Whiskey 
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One  says  nothing,  two  . . . 

Sir:  Re  your  comment,  "Dear  Net- 
works— Please,  please  spare  us  gavel- 
to-gavel  coverage  of  the  presidential 
nominating  conventions  next  year" 
(Fact  and  Comment,  Apr.  11).  I  have 
stopped  reading  Forbes  cover  to  cover. 

Announcing  what  you  may  or  may 
not  do  a  year  and  a  half  in  advance  of 
what  may  or  may  not  be  a  news  event 
doesn't  strike  me  as  good  journalism. 
So  we've  said  nothing.  And  intend  to 
continue  doing  that. 
— Robert  E.  Mulholland 
Presiderit  and  CEO, 
National  Broadcasting  Co.,  Inc. 
New  York,  NY. 

Sir:  I  read  your  editorial  with  interest. 
As  evidence  of  the  fact  that  we  share 
your  view,  I  enclose  an  extract  from  a 
speech  I  made  in  October  1981. 

— Thomas  H.  Wyman 
President, 
CBS  Inc. 
New  York,  NY. 

Sir:  It's  not  clear  yet  whether  the  ar- 
rangement with  PBS  that  I  proposed 
can  be  worked  out,  but  there  is  no 
doubt  at  all  that  three-network,  gavel- 
to-gavel  convention  coverage  is  an 
unproductive  exercise. 
— Leonard  H.  Goldenson 
Chairman, 

American  Broadcasting  Cos.,  Inc. 
New  York,  NY. 


Hell  take  it 

Sir:  So  smart  marketing  grads  don't 
want  to  sell  ("Where  are  all  the  sales- 
men?" Trends,  Mar.  14).  Is  this  a  replay 
of  the  just-hatched  grad  who  asked 
the  corporate  president  for  a  top  man- 
agement job?  "Something  like  a  VP, 
maybe." 

"But  we  already  have  12  vice 
presidents." 

"That's  ok.  I'm  not  superstitious." 

— W.M.  Buescher 
Pigeon  Forge,  Tenn. 


Illustrative  cover 

Sir:  Your  cover  in  the  Apr.  1 1  edition 
really  points  up  your  lead  article. 

—W.J.  Driscoll 
Maplewood,  N.J. 

Sir:  What  a  terrific  cover.  .  .  . 

— Zillah  Crowley 
Oneida,  NY. 


Sir:  Had  smoke  not  been  coming  from 
one  or  two  of  the  smokestacks,  your 
cover  [would]  have  more  clearly  repre- 
sented the  economy's  present  state. 

— Edward  G.  Brouse  Jr. 
Ilingham,  Mass. 

Sir:  In  picking  up  the  Apr.  1 1  issue,  I 
was  amazed  and  grateful  that  you  had 
at  last  printed  an  issue  for  left- 
handers. No  such  luck.  Just  another 
cruel  April  Fool's  Day  joke. 
—Paul  W.  Marsh 
Urbana,  III. 


Gore  his  ox,  not  mine 

Sir:  The  conclusion  of  your  article  "A 
tax  on  OPEC"  (Mar.  28)  that  "In  the 
broadest  sense,  a  tax  on  imported  oil 
would  hit  OPEC,  not  the  American 
consumer"  illustrates  confused 
thinking.  A  tax  on  imported  oil  would 
raise  energy  costs  in  the  U.S.  relative 
to  other  countries.  U.S.  industry 
would  be  at  a  cost  disadvantage  versus 
manufacturers  in  all  other  countries 
and  there  could  be  only  one  result:  a 
shrinkage  of  U.S.  exports  and  a  further 
growth  of  imports. 

A  tax  on  gasoline  at  the  pump,  to 
encourage  conservation,  is  an  entirely 
different  matter. 
— Charles  B.  Reeder 
Chief  Economist, 

E.I.  du  Pont  de  Nemours  &  Co.,  Inc. 
Wilmington,  Del. 


Funds  availability 

Sir:  In  your  article  "The  slow  war  on; 
float"  (Mar.  28)  you  say  that  "the 
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Pan  Am's  Clipper  Class  Seat  181/2" 
TWA's  Ambassador  Class  Seat  20%" 

British  Airways  Super  Ciub  Seat  24"* 

THE 
WORLD'S 
WIDEST 
AIRLINE 

k  SEAT. 

Who  else  but 
British  Airways. 

After  all,  no  other  airline  on  earth 
offers  you  a  business  class  in  a  class 
with  British  Airways'  Super  Club® 
The  world's  roomiest  business  class 
seat,  always  next  to  an  aisle  or  a  win- 
dow, and  service  as  only  the  British 
can  provide  it. 

Should  you  choose  to  step  up  a 
bit,  you'll  find  our  Crown  First  Class™ 
waiting,  with  a  sleeperseat  of  noble 
proportions.  Or,  there's  the  strato- 
sphere of  luxury,  our  Concorde.  The 
only  supersonic  flights  to  Britain. 

And,  you'll  be  pleased  to  note 
that  your  flight  miles  between  the 
US  and  London  on  British  Airways 
will  count  as  credit  toward  the 
A  Advantage  "  travel  award  plan. 

It's  no  wonder  that  British 
Airways  flies  more  people  to  more 
countries  than  any  other  airline. 
That's  why  we're  called  The  World's 
Favourite  Airline.  Call  your 
travel  agent. 

British 
airways 

The  World's  Favourite  Airline'" 


XMOOOQOOOOOOOOOOOOOOOOOOOMB 


SoooooScxx  .xx* 


loooootxxxxx 
xxxxxxxxwxw 

ttoooooooooooooa 

■MHDMMpHMi 

xxjoooooocooccoooooa 

lOOOOOOOOOOOOOOOOOOW 

xxxxxxocxxx 


brmation  Take-off:  When  the  Boeing  Commer 
Lai  Airplane  Company  observed  that  business 
iquiries  received  at  its  Seattle  message  center 
sften  were  delayed  in  routing  and  delivery,  they 
onsulted  CADO,  the  newest  subsidiary  of 
lontinental  Telecom  Inc.  A  CADO  computer  system 
vith  custom  software 


now  routes  and  delivers 
tessages  throughout  Boeing's  Puget  Sound 
>cations  in  minutes.  Annual  dollar  savings  in 
tessage  center  operations  have  been  significant, 
nd  timely  information  in  Boeing's  competitive 
usiness  is  a  key  element  in  their  sales  process, 
dollars  saved.  Information  now.  That's  what  the 
telecommunications  revolution  delivers.  And 
bat's  where  Contel  shines.  From  telephony  to 
atellites.  Architects  of  telecommunication. 


TE  TO  CONTINENTAL  TELECOM  INC.,  DEPT  206,  245  PERIMETER  CENTER  PARKWAY,  ATLANTA  GA  30346. 


Discover  the  difference 

Nebraska  is  what  America  was.  Young  and  big.  I 

A  land  with  strong  agrarian  roots  balanced  by  I 

an  expanding  industrial  base.  Easy  going  and  I 

hard  working.  A  down-to-earth  state  of  I 

community  pride  and  neighborly  people.  I  |j  I. 

People  who  still  believe  in  the  American  dream  I  '  I 

and  work  hard  to  make  it  come  true.  Our  1  MS^^lijj 

can-do  attitude  and  old-fashioned  values  are  I 

contagious.  And  they're  good  for  business.  I  I 

Discover  the  difference  for  yourself.  I 


NEBRASKA 


Department  of  Economic  Development,  Box  94762,  341  State  Capitol,  Lincoln,  NE  68509.  (402)  471-31 1 1 
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check  you  deposit  must  .  .  .  return  to 
its  bank  before  any  funds  go  into  your 
account." 

Actually,  the  bank  accepting  the 
deposit  will  assign  specific  availabil- 
ity (of  0,  1  or  2  days  for  corporate 
customers)  to  the  funds  involved  and 
will  make  those  funds  available  on 
schedule  regardless  of  when  the  check 
actually  returns  to  bank  of  origin. 
Your  account  will  be  credited  solely 
according  to  a)  the  availability  that  its 
bank  assigns  to  the  deposit,  and  b)  the 
time  of  the  deposit. 

There  are  actually  three  ways  for  a 
bank  of  deposit  to  send  a  check  back 
to  the  bank  upon  which  it  is  drawn: 
through  the  Federal  Reserve  System, 
through  another  bank  (both  of  which 
you  mentioned)  and  also  directly — via 
a  courier  for  corporate  accounts. 
— Leslie  N.  Masonson 
Vice  President, 
Citibank 
New  York,  N.Y. 

Sir:  The  title  "The  slow  war  on  float" 
should  be  changed  to  "Fleeced  by  the 
float"  in  memory  of  all  the  consumers 
who  continue  to  be  unfairly  burdened 
by  it. 

My  own  bank  routinely  places  a  7- 
day  hold  on  intrastate  checks  and  a 
14-day  hold  on  out-of-state  checks 
that  are  not  its  own. 

An  answer  that  may  help — I  will 
buy  stock  in  my  bank  and  profit  from 
my  own  misery. 
— Richard  R.  Curran 
Buffalo,  N.Y. 


Who's  biggest 

Sir:  Your  article  "Knowing  when  to 
say  no"  (Mar.  28)  says  Pima  Savings  & 
Loan  is  Arizona's  largest  S&L.  West- 
ern Savings  is  Arizona's  largest  S&.L 
and  Home  Federal  Savings  is  Tucson's 
largest  S&L. 
— Robert  J.  Dreyer 
Senior  Vice  President, 

Director  of  Marketing, 
Federal  Savings  &  Loan  Association 
Tucson,  Ariz. 


Filing  F&Cs 

Sir:  The  reader  who  panned  MSF  Jr.'s 
new  editorial  section  (Readers  Say, 
Feb.  28)  could  not  have  been  paying 
attention  while  he  was  putting  out 
the  best  stuff  in  your  magazine  in 
recent  years. 
If  MSF  wants  to  do  subscribers  ai 
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Stability 
Respected  The\\forld  Over. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 


A  Message  From  The  Experienced  Intelligent  Network  People 


r 


Up  In  The  Air 

About 
Data  Networks? 

We  have  solutions. 

TYMNET  provides  proven,  cost-effective,  and  reliable  public 
data  services  and  dedicated  network  systems. 

Our  public  data  network  is  one  of  the  world's  largest.  TYMNET 
offers  local-call  access  in  more  than  400  U.S.  cities  and  37 
countries  worldwide. 

Our  technology  permits  communication  between  all  types  of 
computers,  personal  computers,  and  terminals. 

We  handle  all  your  network  management,  too.  You  get  the 
controls,  the  accounting  data,  and  the  security— but  none  of 
the  hassles. 

Start  saving  money  today.  No  capital  investment  is  needed 
to  begin  communicating  via  TYMNET.  Future  growth  is  built  in 
at  no  extra  cost  —  ready  when  you  need  it. 

Call  or  write  us  for  details:  (408)  946-4900;  TYMNET,  Inc., 
2710  Orchard  Parkway  San  Jose,  CA  95134. 

TYMNET 

Serving  more  than  6  million  data  calls  per  month 


TM 


A  Tymshare  Company 
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favor,  he  should  print  his  twaddle  in 
the  form  of  an  insert  that  can  be  con- 
veniently dropped  into  the  round  file 
upon  arrival. 

—JO.  Fletcher 
Amherst,  N  Y. 

Sir:  There  are  a  fair  number  of  out- 
standing economists  in  the  land 
whose  comments  would  be  of  value  to 
your  readers. 

At  least,  at  this  time,  much  more  so 
than  MSF,  junior  grade. 

A  flagrant  exercise  in  nepotism. 
— R.  Richard  Wieland 
Scottsdale,  Ariz 


At  last — the  answer! 

Sir:  Years  ago  I  studied  the  chicken- 
and-egg  dilemma.  A  chicken  is  a  bird; 
birds  evolved  from  earlier  forms,  e.g., 
reptiles,  amphibians,  fish;  reptiles, 
amphibians  and  fish  lay  eggs.  Hence 
the  egg  precedes  the  chicken. 
—George  //.  Pollock,  M.D. 
Director, 

We  Institute  for  Psychoanalysts 
Chicago.  Ill 


Birthday  suit 

Sir:  A  Linda  Bryant  is  suing  Mogen 
David  for  $10  million  (Other  Com- 
ments, Feb.  28)  because  their  "decep- 
tive" wine  entrapped  her  husband 
into  committing  rape.  If  she  wins,  I 
plan  to  use  that  precedent  to  throw  a 
lawsuit  at  the  entire  TV  industry  that 
will  make  hers  look  like  peanuts. 

I  was  born  65  years  ago.  If  there  had 
been  TV  at  that  time,  my  parents 
would  have  been  watching  M*A*S*H  or 
Tfyree's  Company  instead  of  bringing 
me  forth  to  work  my  butt  off  and 
suffer  life's  slings  and  arrows. 

In  dragging  their  feet  in  its  develop- 
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"Someday  Muffy,  all  this  will  be  yours,  and  when  it  is, 
remember  these  two  things— don't  eat  our  cafeteria  food,  and 
when  you  need  a  brokerage  firm  that  specializes  in  product 

support  financing,  go  with  Ford  Financial  Services." 


Ford  Financial  Services'  staff  of  corporate 
financing  professionals  specializes  in 
arranging  creative  product  support 
financing.  Let  us  show  you  how  we  can 
directly  aid  your  business  in  the  sale  of  its 
products  with  master  lease  programs, 
tax  benefit  transfers,  municipal 
lease/purchase  financing  and 


uniquely  tailored  secured  or  unsecured 
loans.  Our  expertise  is  particularly  suited 
to  businesses  with  extensive  distribution 
or  dealership  networks.  For  more 
information  about  how  our  financing 
specialists  can  help  you, 
call  Ford  Financial  Services 
at  (313)  322  0131. 


FORD 
FINANCIAL 
SERVICES,  INC. 

an  affiliate  of  Ford  Motor  Credit  Company 


r 
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You  don't  have  to  shout  to  be  heard. 

Satisfying  a  discriminating  public  requires  more  than  whistles 

and  bells,  fluffs  and  frills.  It  takes  a  commitment  to  offer 
the  best  consistently.  Because  when  you  get  past  all  the  noise 
only  one  thing  is  distinct  —  quality  BMF—  we're  being  heard. 

Excellence  in  Insurance  Brokerage 


BMF 


Bayly,  Martin  ir  Fay  'international,  Inc. 

Corporate  Headquarters: 
660  Newport  Center  Drive/Newport  Beach,  CA  92660/  telex:  692-306 

(714)  644-7940 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $36  □  3  years  $72  (the  equiv- 
alent of  one  year  free).  Canadian  orders,  1 
year  $50,  3  years  $104.  Orders  for  other 
countries  add  $25  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Name      (please  print] 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 
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ment  by  some  40  or  50  years,  the  TV 
people  are  responsible  for  my  plight. 
What's  a  little  rape  compared  to  my 
complaint? 

— Harry*  Mass 
Burhank,  Calif. 


Heavy  drug  use 

Sir:  In  "Not-so-flaming  youth"  (Mar. 
28),  you  refer  to  an  11.5%  use  of  drugs 
by  teenagers.  This  is  on  a  daily  basis. 
National  Institute  of  Drug  Abuse 
(NIDA)  statistics  also  show  that  over 
90%  of  all  high  school  seniors  have 
used  drugs  and  that  over  64%  of  these 
students  use  drugs  on  a  periodic  basis. 
The  average  age  for  beginning  drug 
use  is  1 1  Vi  years  old. 
— Margery  Ranch 
Director, 

Parents  Who  Care,  Inc. 
Palo  Alto,  Calif. 


Chauvinist  shrink 

Sir:  Some  male  headshrmker  called 
women  in  their  mid-30s  who  wish  to 
become  single  parents  "the  most  nar- 
cissistic group  of  people  you'll  ever 
see"  (Other  Comments,  Nov.  8,  1982). 

Single  parents  aren't  as  ideal  as  lov- 
ing couples,  but  the  bottom  line  is 
that  these  babies  are  wanted. 

They  will  have  more  confidence 
than  kids  whose  parents  quarrel  con- 
tinually or  whose  dads  are  too  busy  to 
show  their  love. 
— Laurence  Murrell 
Culpeper,  Va. 


Painful  homecoming 

Sir:  Thank  you  for  your  commentary 
on  the  Vietnam  War  Memorial  (Fact 
and  Comment,  fan.  3D.  As  a  Vietnam 
veteran,  the  most  painful  part  of  my 
war  experience  occurred  upon  my  re- 
turn home.  Our  service  was  ignored, 
and  we  who  served  were  ostracized  at 
home  [for]  mentioning  the  war. 

Keeping  in  mind  the  way  America 
has  treated  its  Vietnam  veterans,  who 
will  answer  America's  call  to  arms  in 
the  next  war?  All  things  being  equal,  I 
would  serve  again.  Most  Vietnam  vet- 
erans would. 

We  greatly  appreciate  America's  be- 
lated honor  and  acceptance.  Fifteen 
years  of  rejection  has  left  its  mark. 
— Fritz  Broum 
Pittsburgh,  Penna. 
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GOTLAND, 

VITH  UNCANNY  FORESIGHT,  HAS 
OCATED  ITSELF  IN  TWO  MARKETS  AT  ONCE 
HE  UK,  AND  THE  COMMON. 


Fact:  companies  in  Scotland  market  over  $24 
on  worth  of  goods  in  the  UK  a  year. 

Second  fact.  Companies  in  Scotland  market 
r  $6  billion  in  goods  in  the  European  Economic  Com- 
nity  a  year. 

The  fact  is,  The  Great  Scots  give  you  the  best 
sible  launchpad  for  marketing  technology  in  the  UK 
the  EEC. 

Why?  The  Scottish  work  ethic,  for  one  thing, 
opes  highest  proportion  of  university  graduates,  for 
ther. 


And  most  of  all,  because  the  Scots  carry  the 
momentum  of  over  200  years  of  technology.  Beginning 
in  1765,  when  James  Watt  started  the  Industrial  Revolu- 
tion with  his  invention — the  steam  engine. 

For  complimentary  copies  of  two  new  publica- 
tions on  European  site  selection,  contact  the  Scottish 
Development  Agency. 

In  New  York,  dial  (212)  867-1066.  In  San  Fran- 
cisco, (415)  774-6569.  In  Houston,  (713)  461-2289.  And  in 
Chicago,  (312)  490-0445/6. 

SCOTTISH  DEVELOPMENT  AGENCY  iX  s  i 


THE  GREAT  SCOTS. 

URVEYORS  OF  FINE  TECHNOLOGY  SINCE  1765. 


"The  Great  Scots "  is  a  service  mark  of  the  Scottish  Development  Agency. 
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If  your  failure  rate  is  one  in  a  million,  # 
what  do  you  tell  your  millionth  customer? 

Millions  of  parts  go  into  the  thousands  of  machines  we  build  eve 
year.  At  IBM,  we  work  hard  to  make  sure  that  everything  we  make  isi 
defect-free,  from  the  smallest  circuit  to  the  finished  product. 

But  if  an  IBM  computer  or  office  system  ever  needs  service,  we 
provide  our  customers  with  the  most  experienced  and  widely  skilled 
service  organization  in  the  industry. 

IBM  customer  service  people  are  on  call  every  day  of  the  year  fc 
large  companies  that  have  many  of  our  machines  and  small  business 
that  may  have  only  one. 


Our  service  people  can  call  on  computerized  data  banks  where 
lutions  to  thousands  of  hardware  and  software  problems  are 
□red  and  instantly  available  to  them. 

They  also  work  directly  with  IBM  engineers  at  our  laboratories  to 
ip  design  products  that  need  less  service  and  are  easier  to  maintain. 

It  s  all  part  of  our  commitment  to  deliver  fast  and  reliable  service 
every  customer,  every  time. 

Because  when  it  comes  to  service,  we  treat  every  customer  as  if 
i  or  she  is  one  in  a  million.  ==b=  = 


When  the  success  of  your  business 
depends  on  making  the  right  connections, 
look  to  the  investment  banking  service 
with  connections  all  over  the  world. 


trMm  ? 


In  today  's  volatile  business  environment,  you  need  connections  to 
get  ahead.  And  Bank  of  America's  Investment  Banking  Group  can  help 
you  make  them. 

Our  vast  global  network  and  global  expertise,  plus  our  multi- 
currency finance  experience,  give  us  a  worldwide  presence  few  banks 
can  match.  And  give  us  ready  access  to  world  financial  markets,  both 
public  and  private. 

The  connections  we've  built  over  the  years,  and  all  over  the 
world,  can  be  an  important  advantage  for  you. 

As  advisors,  we  have  the  expertise  to  guide  you  knowledgeably 
through  complex  project  financings.  We  also  advise  corporations  on 
mergers,  acquisitions,  or  divestitures.  As  financial  specialists,  we  can 
arrange  syndicated  loans  of  all  types.  We  structure,  manage  and  distri- 
bute Eurobond  issues.  We're  a  leader  in  private  placements.  We  have 
an  extensive,  experienced  leasing  operation.  And  we  can  tap  the  full 
resources  of  Bank  of  America  to  create  unique  funding  packages  com- 
bining investment  banking  and  commercial  banking  instruments. 

Whether  you  need  capital  or  just  capital  ideas,  it  pays  to  have  the 
right  connections.  T<  >  find  out  how  to  make  them,  call  your  Bank  of 
America  Account  Officer,  or  our  investment  banking  specialists  in 
New  York.  ( 212)  907-7746,  or  San  Francisco,  (415)  622-1698.  It's  the 
first  connection  to  your  future  connections,  all  over  the  world. 

Look  to  the  Leader. 


BAIMKof  AMERICA 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


PUTTING  THEIR  MONEY  WHERE  THEIR  MOUTHS  AREN'T 


Blaming  the  U.S.  for  most  of  their  problems  is  usually 
good  for  bursts  of  applause  among  our  allies,  and  even 
more  frequently  within  the  Third  World  than  among  our 
foes. 

But  where  do  they  put  what's  nearest  and  dearest  to 
'em — their  money? 
Here. 

In  the  last  year  and  a  half  oversea-ers  have  invested  more 
money  in  plant,  real  estate  and  businesses  in  the  U.S.  than 


ever  before;  for  the  first  time,  more  than  Americans  have 
invested  abroad.  So,  too,  their  cash  stash  in  U.S.  stocks, 
bonds  and  Treasuries  soars.  The  French  send  the  Socialists 
to  power  and  their  money  to  New  York. 

Abroad,  they're  more  certain  that  Reagan's  right  about 
his  policies'  fueling  U.S.  recovery  than  are  his  critics  on 
Capitol  Hill. 

We  can  take  foreigners'  verbal  heat  so  long  as  they  warm 
their  feet  at  our  fiscal  fireside. 


A  DECADE  AFTER  THE  INCOME  TAX 


was  enacted  in  1913,  the  total  individual  return  was  con- 
tained on  two  pages,  accompanied  by  two  pages  of  instruc- 
tions— including  this  quaint  bit  of  dubious  verbiage:  "The 


tax  should  be  paid,  if  possible,  by  sending  or  bringing  with 
the  return  a  check  or  money  order." 
"If  possible,"  yet! 


THE  TORRENT  OF  MEXICANS  POURING  INTO  TEXAS 


is  absolutely  unstaunchable  by  the  Border  Patrol.  The 
Mexican  government  has  its  hands  full  coping  with  a  peso 
that  has  collapsed  even  more  than  the  price  of  oil. 

The  most  effective  way  to  control  illegal  immigration — 
and  Mexico  is  far  from  being  the  only  source,  though  it's 
the  major  one — is  to  make  the  employing  of  those  illegally 
in  the  country  illegal.  Costly  illegal,  with  repeated  em- 
ploying offenders  subject  to  increasingly  severe  penalties. 


Our  country  will  never  shut  its  borders  to  political 
refugees.  But  there's  no  way  the  U.S.  can  be  open  sesame 
to  all  who  wish,  with  relative  ease,  to  enter  illegally. 

Incidentally,  do  you  realize  that  the  General  Account- 
ing Office  conservatively  estimates  $1  billion  a  year  is 
now  being  paid  in  Social  Security  benefits  to  those  here 
illegally? 


IF  JUST  ONCE  THE  KREMLIN  WERE  TO  HELP 


us  put  out  fires  of  conflict  instead  of  inflaming  them,  can 
you  imagine  the  extraordinarily  positive  impact  it  would 
have  for  the  U.S.S.R.  throughout  the  world? 

I  guess  there  just  isn't  sufficient  imagination  in  Moscow 
to  realize  what  the  Russians  could  reap  if,  for  instance, 
they'd  given  vigorous  verbal  support  to  Great  Britain  when 
Argentina's  right-wing  junta  had  its  military  seize  the 
Falklands. 

If  instead  of  trying  to  exploit,  when  not  actually  ignit- 


ing, difficulties  for  the  U.S.  around  the  world  (and,  for 
that  matter,  in  outer  space),  the  Kremlin's  commissars 
offered  us  a  hand  in  solving  or  dissolving  a  crisis  or  two, 
what  an  impact  it  would  have.  Even  one  such  dramatic 
gesture  would  defuse  now  skyrocketing  tension  between 
the  two  superpowers.  Conceivably,  detente  could  be 
warmed  up  again. 

Any  such  significant  action  would  do  much  to  disarm — 
literally  and  figuratively — the  U.S.  and  the  West. 
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THE  SECRETARY  OF  THE 

the  Other  day,  and  it  was  soon  clear  that  not 
many  barnacles  are  attached  to  his  hull. 

Under  the  Reagan  Administration,  the  three 
Service  Secretaries  have  once  again  been 
charged  with  significant  responsibility  for 
their  forces'  states  of  readiness,  quality  of  ma- 
teriel, morale  and  caliber  of  personnel.  And 
they  now  provide  important  input  on  proposed 
new  systems. 

Navy  Secretary  John  Lehman's  off-the-rec- 


NAVY  PAID  FORBES  A  VISIT 

ord  observations  about  such  matters  as  the 
F/A-18,  the  two  contemplated  new  carrier 
groups  and  the  proposed  freeze  on  pay  scales 
reflect  a  maturity  and  balance  that  one  hadn't 
suspected  existed  so  high  in  the  Defense  De- 
partment these  days. 

The  Navy  seems  to  have  a  good  man  at  its 
helm.  He  should  keep  his  hands  there — and  off 
the  independent  Center  for  Naval  Analyses  at 
the  University  of  Rochester. 


UPSIDE  DOWN  "Y"  FOR  MICKEY,  PETER  &  ATOM  SMASHERS 


eft  to  right)  Sketch  of  the  Fermi  Na- 
tional Accelerator  Laboratory  in  Illi- 
nois; the  Contemporary  Resort  Hotel 
in  Orlando;  and  the  W.R.  Grace  &> 
Co.   building  in   New  York  City. 


A  couple  of  months  ago,  on  an  editorial  page  of  the  Wall 
Street  Journal,  I  saw  this  sketch  (left)  under  the  heading 
"Fermilab:  Utopia  on  the  Prairie."  Having  just  returned 
from  a  visit  to  Disney  Production's  Epcot  in  Florida,  I  said 
to  myself,  "Ah,  an  article  on  what  the  Mickey  Mousers 
have  wrought  on  the  former  rangelands  of  Orlando,  illus- 
trated with  their  famed  Contemporary  Hotel,  an  A-frame 
wonder  of  the  architectural  world." 

It  wasn't,  though.  This  look-alike  is  not  the  hub  for  the 


creators  of  Minnie  Mouse  and  Mickey,  but  is  the  center 
for  the  creators  of  the  world's  mightiest  mousetrap — it  isl 
our  biggest  atom  smasher,  Fermilab,  and  it's  located  in 
Batavia,  111. 

These  two  buildings  reminded  me  of  the  same  inverted 
"Y"  that  makes  so  dramatic  Peter  Grace's  W.R.  Grace  & 
Co.  headquarters  in  New  York.  All  three  of  these  striking- 
ly splendid,  superbly  functional  edifices  show  again  that 
great  architecture  can  be  great  art. 


IMAGINATIVE  JUXTAPOSITIONING:  ONE  SELLS,  THE  OTHER  REPELS 

This  3M  fantasy  setting  of  very  familiar  facades  combines  with  caption  and  copy 
to  make  clear  the  inestimable  value  of  3M's  microfilming  technology. 
On  the  other  hand,  have  you  seen  a  more  appallingly  inappropriate  "fashion" 

promotion  than  this  one 
that  appeared  in  Houston 
magazine?  The  copy,  in 
addition  to  pointing  out 
that  the  "pink  mohair  jer- 
sey party  dress"  is  $575 
and  that  the  hair  is  "by 
Claudie  for  Jacques  Des- 
sange,"  gives  a  photo- 
graphic setting  credit  (!!) 
to  "the  Hermann  Hospital 
Life  Flight  helipad." 


If  all  the  books  In  the  Library  of  Congress 
were  books,  it  could  take  you 
twelve  miles  to  get  from  AtoZ. 


3M 
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A  WAY  WITH  WORDS 


A  few  well-chosen  words  can  paint  a  better  picture  than 
most  artists  can.  For  example,  these  two  bits  from  Ted 
Simon's  fupiter's  Travels  (Penguin  Books,  $4.95): 

"The  giraffe  glides  through  the  air  as  though  in  free  fall." 

"A  bank  of  cumulus  cloud  appears  out  of  thin  air  and 


grows  with  stealthy  speed  into  the  solid  likeness  of  doom 
itself.  In  an  otherwise  clear  sky  one  of  these  monsters 
straddles  the  road  ahead,  growing  at  a  mile  a  minute,  like 
an  airborne  octopus  of  mythic  proportions,  its  base  filling 
with  inky  blackness,  already  feeling  out  the  ground  with 
stray  tentacles." 


THE  NAKED  TRUTH— NEARLY 


'Tis  said  that  life's  full  of  coincidences,  and  the  other 
phrase  used  to  express  the  same  thought  is  the  comment 
about  a  "small  world."  Here's  one  of  those  situations 
recollected  in  a  letter  received  recently  from  George  D. 
Ryan  of  Sherborn,  Mass.: 

"You  may  recollect  the  amusing  circumstances  of  our 
meeting  aboard  the  QE2,  crossing  the  Atlantic  in  August 
last  year. 

"When  I  walked  into  the  sauna  room  to  make  an  ap- 
pointment for  a  massage  with  Eric,  manager  of  the  ship's 

IT'S  A  RARE  MIRROR 

that  provokes  reflection. 


fitness  center,  he  noticed  I  was  carrying  a  Forbes  maga- 
zine, and  he  asked  if  I  were  with  the  organization.  My 
tongue-in-cheek  response  was:  'With  the  organization?  I 
am  the  organization!' 

"To  which  Eric  replied,  pointing  to  the  face-down  body 
on  his  massage  table,  'Perhaps  you'd  like  to  meet  this 
imposter,  Malcolm  Forbes.' 

"Talk  about  an  embarrassing  moment!" 

Soon  after,  together  at  the  ship's  bar,  we  undid  all  the 
good  the  sauna  had  done. 

SO  LITTLE 

can  reveal  so  much. 


KINGDOMS 
or 

EUROPE 

An  Illustrated  brcyclopedid 
of  Ruling  \  londrchs 
fromAncientlimes 
*  I  .  tothePresent 

V  ..Cxn-Gjunxy  ■  -  j 


BOOKS 


•  Free  Fall  in  Crimson — by  John  D. 
MacDonald  (Fawcett  Gold  Medal, 
$2.95).  A  murder  mystery  involving 
bad-guy  motorcyclists  and  smarmy 
Hollywood  types,  with  the  denoue- 
ment taking  place  in  hot  air  balloons. 

Excerpt:  It  seemed  that  an  awful  lot  of 
people  were  into  dying.  The  "in"  thing 
this  year,  apparently.  No  chance  for 
practice.  You  had  to  do  it  right  the  first  and  only  time  you 
got  to  do  it.  And  you  were  never  quite  certain  when  your 
chance  was  coming.  Stay  braced  at  all  times. 

•  Down  and  Out  in  Cambridge — by 

Douglas  Fairbairn  (Coward,  McCann 
&  Geoghegan,  $14.95).  A  writer  who 
couldn't  get  published  for  the  longest 
time  tells  self-sympathetically  of  his 
travails  growing  up,  his  extraordinary 
years  of  living-in  at  the  Harvard 
Lampoon,  his  odd  jobs  as  a  medical 
guinea  pig,  a  dishwasher  and  crew 
member  on  yachts.  Somewhere  along  his  writing  line,  Mr. 
Fairbairn  developed  the  habit  of  repeating  sentences 
repeatedly,  which  may  be  effective  once,  but  ad  infinitum 
becomes  ad  nauseam. 

Excerpt:  "Let  me  give  you  a  couple  of  words  of  advice," 
Alfred  said.  "If  you  want  to  get  along  on  a  yacht,  all  you 
have  to  do  is  treat  the  owner  like  God,  the  captain  like 
Horatio  Nelson." 


Kingdoms  of  Europe — by  Gene 
Gurney  (Crown  Publishers,  Inc., 
$20).  This  is  just  what  it  says — "an 
illustrated  encyclopedia  of  ruling 
monarchs  from  ancient  times  to  the 
present.  "The  photos  aren't  the  best, 
but  the  profusion — 1,780  illustra- 
tions— helps.  The  facts  are  here,  but 
they  read  like  a  text,  which  is  what 
many  were,  in  part  prepared  for  the  U.S.  Army. 

•  Chinese  Sayings — Compiled  and 
translated  by  William  M.  Bueler 
(Charles  E.  Tuttle  Co.,  Inc.,  $4.50).  The 
daily  phrases  and  cliches  in  Chinese 
conversation  are  in  this  ch'eng-yu 
"dictionary,"  with  their  English  coun- 
terparts. For  those  of  us  not  studying 
Chinese,  though,  some  of  the  literal 
translations  into  English,  placed  in  par- 
entheses, are  absolutely  beguiling. 

Excerpts:  To  be  self-sufficient  (to  supply  the  self  with 
enough  for  the  self);  a  secret  cannot  be  kept  forever  (paper 
cannot  wrap  up  a  fire);  to  find  a  needle  in  a  haystack,  to 
look  for  a  needle  in  a  haystack  (to  pick  up  a  needle  from  the 
bottom  of  the  sea);  taking  advantage  of  one's  connection 
with  a  powerful  person  ( the  fox  simulating  the  authority  of 
the  tiger);  dreaming  of  obtaining  impossible  pleasures  (a 
toad  thinking  of  eating  a  swan);  as  a  man  sows,  so  shall  he 
reap  (if  one  plants  melons,  one  gets  melons). 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Evaders  Extraordinaire 

In  March  1982  the  Commissioner 
of  Internal  Revenue,  testifying  before 
the  Congressional  Subcommittee  on 
Oversight  of  the  IRS,  presented  a  set 
of  estimates  of  tax  losses  due  to  the 
subterranean  economy:  For  1981  the 
federal  individual  income  tax  loss 
was  put  at  $85.9  billion  to  $89.6 
billion,  plus  another  $3.9  billion  for 
corporate  income  taxes,  and  $12.3 
billion  lost  owing  to  overstated  ex- 
penses and  deductions.  This  means 
that  the  personal  income  tax  losses 
resulting  from  subterranean  econom- 
ic activities  amounted  to  roughly 
30%  of  the  taxes  actually  collected 
through  the  federal  personal  income 
tax,  no  mean  figure. 

— Professor  Peter  M.  Gutmann, 
City  University  of  New  York, 

in  The  Conference  Board  Magazine 

Executive  Training 

Companies,  concerned  with  con- 
sumer worries  over  the  quality  of  U.S. 
goods,  have  sent  their  executives  to 
"quality  colleges" — institutes  that 
teach  company  officials  the  latest 
methods  for  cutting  down  defects  and 
increasing  production  on  the  assem- 
bly line.  In  addition,  executives  are 
consulting  workers  as  never  before.  In 
the  last  few  years,  such  companies  as 
Ford,  Westinghouse,  TRW  and  Hon- 
eywell have  established  hundreds  of 
"quality  circles"  that  give  workers  an 
opportunity  to  speak  out  about  prob- 
lems and  offer  new  ideas  on  producing 


goods  more  efficiently.  Numerous  in- 
novations have  resulted,  at  substan- 
tial cost  savings.  At  Pontiac  division 
of  General  Motors,  workers  even  have 
authority  to  shut  down  the  assembly 
line  if  they  think  that  quality  stan- 
dards are  not  being  met. 

Still  other  firms  are  operating  on 
the  revolutionary  premise  that  the 
less  direction,  the  better.  .  .  .  Explains 
one  corporate  official:  "In  a  com- 
panywide  review,  we  discovered  that 
there  were  too  many  executives  with- 
out adequate  input  "  He  cites  a  recent 
study  showing  that  large  American 
companies  have  an  average  of  12  lay- 
ers of  management,  while  their  Japa- 
nese counterparts  make  do  with  sev- 
en or  eight. 

— U.S.  News  e)  World  Report 

Fat  Chance 

Americans  [according  to  authors  Ja- 
net Policy  and  Peter  Herman  in  their 
book,  Breaking  the  Diet  Habit]  have  a 
puritanical  belief  that  all  fat  is  excess, 
waste  matter  that  can  be  stripped  off 
through  hard  work.  Anybody  who 
stays  fat  must  be  weak-willed  and 
morally  corrupt.  But  the  fact  is  that 
some  fat  is  natural,  necessary  and 
probably  hereditary. 

— Connoisseur 

Pluperfect  Planning 

Alan  Cadan's  four-year-old  necktie 
business  booked  sales  of  $1  million 
last  year.  Mr.  Cadan,  42  years  old, 
runs  the  business  from  his  house  in 


Stamford,  Conn.  He  is  the  only  full- 
time  employee.  He  manages  that  be- 
cause he  is  well  organized.  He's  prob- 
ably that  way,  he  says,  because  he 
admired  an  uncle  who  was  a  compul- 
sive organizer.  The  uncle  wrote  his 
own  obituary  and  died  on  a  weekend, 
his  family  says,  so  as  not  to  inconve- 
nience his  loved  ones. 

— Sanford  L.  Jacobs, 
Wall  Street  Journal 


Winning,  of  course,  is  one 
thing.  Keeping  is  another. 

— Lyle  Stuart, 
Casino  Gambling  for  the  Winner 


Good-bye  Gas  Guzzlers 

"There  is  an  experimental  Peugeot 
car  out  now  that  is  getting  93  miles 
per  gallon.  What  that  will  mean  for 
our  industry  is  almost  impossible  to 
comprehend." 

— Jack  A.  Blum,  counsel  for  the 
Independent  Gasoline  Marketers 
Council  in  the  New  York  Times 

1,400  Pistols  versus  1,200 

"In  a  world  of  nuclear  overkill  and 
redundance,  the  United  States  and  the 
Soviet  Union  are  like  two  rivals 
locked  in  a  small  room  in  a  duel  to  the 
death  where  one  has  1,400  pistols  and 
the  other  1,200.  The  one  with  the 
1,400  has  no  advantage  when  one  or 
both  of  the  parties  are  likely  to  be 
killed  or  maimed  with  the  first  pistol 
shot." 

— Representative  Jim  Leach  (R-Iowa), 
in  remarks  to  the  House  in  support 
of  a  freeze  on  nuclear  arms 

U.S.'  Foremost  Jokester 

•  I  know  a  religious  guy  who  loves 
his  neighbor — but  he  can't  stand  her 
husband. 

•  If  the  early  bird  catches  the 
worm,  why  doesn't  the  dumb  worm 
stay  in  bed? 

•  He  told  me:  "When  I  was  young  I 
had  a  terrific  sex  drive.  It  was  25  miles 
to  the  motel." 

•  He  said  to  her:  "You're  the  best 
little  wife  a  guy  ever  had — even  if 
your  husband  doesn't  think  so." 

•  Married  men,  they  have  two  ages: 
when  they  want  to  be  faithful  and  are 
not,  and  when  they  want  to  be  un- 
faithful and  cannot. 

•  One  way  for  a  husband  to  get  the 
last  word  is  to  apologize. 

— Joey  Adams,  New  York  Post 
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Alternate  Voice/ Data  Private  Line. 


Voice  communication  and  data  transmission  in  an 
ternational  telephone  connection  dedicated  to  your  use 
ily.  That's  the  latest  service  from  your  most  complete 
ternational  telecommunications  source. 

No  one  gives  you  more  ways  to  do  business  world- 
ide.  Dedicated  fines.  Facsimile,  data  and  voice  trans- 
ission.  And  no  one  gives  you  Bell  reliability.  Now  we're 


going  all  out  to  give  you  a  competitive  edge.  In  price.  In 
service.  In  technological  innovation.  Call  on  us  when- 
ever international  telecommunications  can  answer 
your  needs. 

For  more  information  about  Bell's  Alternate 
Voice/Data  Private  Line  Service,  contact  your  Bell  Account 
Executive  or  call  1  800  821-7979. 


Ideas  that  make  money 
are  our  business. 

How  our  analysts  come  up  with  them 

is  their  business. 


At  Drexel  Burnham  Lambert,  we  feel  that 
eonventional  viewpoints  don't  lead  to  high 
returns. 

So  when  our  analysts  begin  researching, 
we  encourage  them  to  unfetter  their  think- 
ing. Even,  sometimes,  to  go  out  on  a  limb. 

We  do  it  this  way:  a  strategic  direction  is 
outlined.  Then  we  rely  on  our  analysts' 
instincts  and  intuition  to  lead  them  far 
beyond  it.  (After  all,  strategies  aren't  traded 
on  the  exchanges.  But  stocks  and  bonds  are.) 

How  they  come  up  with  fresh  ideas,  of 
course,  is  entirely  up  to  them.  An  approach 
that  may  seem  a  bit  far  out  for  an  investment 
banking  and  securities  firm.  The  important 
thing  for  us  is:  it  works. 

If  you'd  like  a  fresh  perspective  on  your 
investment  plans,  maybe  you  should  make 
it  your  business  to  give  us  a  call. 


Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


60  Broad  Street,  New  York,  IVY  10004  (212 )  480-6000.  Offices  in  principal  financial  centers  worldwide. 
Copyright,  Drexel  Burnham  Lambert  Incorporated,  1983  Member  SIPC. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  NEGATIVE  WAY 


that  Congress  is  reacting  to  the  Administration's  Central 
American  policy  may  be  a  blessing  in  disguise.  It  may 
hasten  the  inevitable  day  when  the  President  must  explain 
in  a  major  address  to  the  American  people  what's  at  stake 
in  this  region. 

Soviet  domination  of  Central  America  would  profound- 
ly affect  our  security  for  the  worse.  It  would  certainly  lead 
to  a  major  effort  to  destabilize  an  already  troubled  Mexico 
and,  ultimately,  to  install  a  Castroite  regime  there. 

Anyone  who  thinks  Central  America  is  Vietnam  ought 
to  look  at  a  map.  Vietnam  is  10,000  miles  from  our  shores. 
The  distance  between  El  Salvador  and  Texas  is  shorter 
than  that  between  Texas  and  Massachusetts. 

The  notion  that  the  El  Salvador  Marxists  are  valiant 
agrarian  reformers  doesn't  square  with  reality.  As  Forbes 
has  pointed  out  in  the  past,  El  Salvador  was  on  the  verge  of 
an  economic  takeoff  when  it  came  under  Marxist  attack. 
The  guerrilla  movement  is  controlled  by  Cuba  and  the 
Soviet  Union.  The  guerrillas  know  the  only  way  they  can 
win  power  is  through  violence.  That  is  why  their  leader- 
ship won't  participate  in  free  elections. 

The  noncommunist  governments  in  Central  America 
are  not  perfect,  but  they  are  light-years  away  from  the  kind 
of  totalitarian  regime  that  exists  in  Cuba,  Vietnam  and 


Cambodia  and  that  is  tightening  its  grip  on  Nicaragua. 

Soviet  brazenness  in  our  backyard  grows.  The  Russians 
are  pouring  weapons  into  Cuba  at  an  unprecedented  pace. 
A  few  months  ago  a  Soviet-financed  coup  took  place  in 
Surinam,  and  the  new  "people's  leader"  is  busily  butcher- 
ing his  opponents.  It's  not  even  inconceivable  that  Mos- 
cow may  try  a  1962-type  installation  of  missiles  in  Cuba 
and  Nicaragua  under  the  pretext  of  countering  our  placing 
of  Pershing  and  cruise  missiles  later  this  year  in  Western 
Europe.  Soviet  officials  have  already  been  warning  of  "seri- 
ous consequences"  if  we  go  ahead  with  stationing  these 
weapons. 

Despite  the  fundamental  stakes  involved,  congressional 
Democrats  sense  the  Administration's  political  weakness, 
and  they  can't  resist  playing  a  destructive  role  regarding 
Central  America. 

The  President  cannot  much  longer  avoid  a  major  speech 
on  this  truly  vital  subject.  He  must  attempt  to  revive  the 
Monroe  Doctrine.  He  must  bring  around  public  opinion  to 
back  whatever  steps  may  be  necessary  to  counteract  these 
Soviet  moves. 

If  a  Nicaragua  or  a  Surinam  wants  to  experiment  with 
Marxism,  fine.  But  when  they  become  Soviet  cat's-paws, 
Soviet  satellites,  that  should  be  another  matter  entirely. 


SHORTSIGHTED  RULING 


The  Internal  Revenue  Service  wants  to  force  companies 
to  capitalize  the  costs  of  developing  computer  software, 
instead  of  allowing  them  to  deduct  these  expenses  imme- 
diately (see  Taxing  Matters,  Apr.  11). 

The  Administration  and  Congress  should  stop  the  IRS  in 
its  tracks. 

Such  a  rule  would  gratuitously  hurt  research  and  devel- 
opment in  an  area  where  we're  ahead  of  the  rest  of  the 
world  and  that  is  vital  for  future  economic  growth.  Soft- 
ware is  what  makes  computer  hardware  work.  Capitaliz- 
ing rather  than  expensing  these  costs  puts  a  tax  on  this 
important  activity.  It  would  provide  a  disincentive  in  an 
area  where  we  least  need  it. 

The  U.S.  economy  was  badly  hurt  in  the  1970s  by 


underinvestment.  Inflation  enormously  increased  the  tax 
burden  on  capital-intensive  companies  because  it  forced 
companies  to  under-depreciate  assets,  thereby  sharply  in- 
creasing the  cost  of  new  plant  and  equipment.  So  we  got  a 
lot  less  productive  investment  than  we  should  have  had. 

Inflation  didn't  hobble  software  development  because 
costs  could  be  written  off  immediately.  High  tech  in  this 
country  flourished. 

Forcing  companies  to  capitalize  their  R&D  costs  for 
software  is,  in  effect,  a  tax  on  the  development  of  knowl- 
edge. The  few  extra  dollars  Uncle  Sam  would  get  would  be 
offset  manyfold  in  lost  economic  growth. 

There  is  no  better  example  of  that  old  cliche:  penny- 
wise,  pound-foolish. 
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C  1983  The  Prudential  Insurance  Company  of  America,  Newark.  N  J 


YOUR  PRUDENTIAL  AGENT 
HAS  A  PLAN  TO  MAKE 
MANAGING  YOUR  ESTATE 
MUCH  LESS  TAXING. 


Is  taking  care  of  all  your  estate's  details 
more  complicated  than  you'd  care  to 
think  about?  If  it  is,  let  a  Prudential 
agent  help  you  start  simplifying  things 
now  while  planning  for  your  family's 
future.  With  a  free  financial  security 
review. 

You  and  your  agent  can  sit  down 
and  take  an  in-depth  look  at  your  total 
resources.  Then,  with  the  help  of  the 
most  sophisticated  computer  systems  in 
the  business,  your  agent  can  develop  an 
estate  plan  specially  tailored  to  your 
immediate  needs  and  long-range  goals. 
Including  how  to  purchase  life  insurance 
in  a  variety  of  tax-favored  ways. 

And  your  agent  will  be  happy  to 
work  with  your  attorney,  your 
accountant  and  even  your  personal 
computer  to  help  maximize  your  estate's 
value  and  minimize  your  estate  taxes. 

So  talk  to  a  Prudential  agent  soon. 
You'll  be  making  life  less  taxing  for  you 
now.  And  for  your  family  later. 


Your  Prudential  agent  knows  a  lot  more  than  insure 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Even  in  bad  light 
the  numbers 
aren't  bad 


Where  is  the 
market  basket 
for  services? 


Who  will  measure 
the  invisible? 


ANYONE  HERE  SEEN  A  CONSUMER? 

Old  joke:  A  fellow  who  lost  his  watch  on  Main  Street  is  asked  why 
he's  looking  for  it  on  Maple  Street.  "Because/'  he  explains,  "the  light  is 
better  here."  Business  people  anxious  about  consumer  spending  should 
keep  that  old  joke  in  mind  as  they  ponder  the  figures. 

Over  on  Maple  Street,  where  the  light  is  good,  some  of  the  figures 
aren't  half  bad.  Auto  sales  in  early  April  rose  32%.  Retail  sales,  as 
reported  by  the  Commerce  Department,  are  only  superficially  disap- 
pointing— up  a  scant  0.3%  in  March,  the  first  increase  since  Novem- 
ber. But  factor  out  the  decline  in  gasoline  prices  and  they  look  better. 
Department  store  sales  are  up  and  so,  too — by  a  healthy  16% — are  sales 
at  stores  selling  computers  and  electronic  games. 

But  What's  Ahead  believes  consumer  spending  is  even  more  robust 
than  that.  Trouble  is,  the  light  isn't  very  good  over  in  the  service  sector 
of  the  economy,  where  consumers  are  spending  more  of  their  time— 
and  dollars — nowadays.  Take  the  numbers  counting  retail  sales.  "You 
don't  have  hair  salons,  psychologists,  vacations  or  other  services  in 
there,"  points  out  economist  Michael  Flanagan  of  Data  Resources. 

The  shift  in  consumer  spending  patterns  is  making  the  very  term 
"market  basket"  obsolete.  But  yardsticks  able  to  measure  and  compare 
expenditures  in  the  service  sector  have  yet  to  be  designed.  A  truly 
reliable  index  may  take  three  to  five  years  to  develop. 

While  everyone  waits,  What's  Ahead  expects  consumer  spending,  in 
both  the  light  and  dark  places,  to  accelerate  as  the  year  goes  on.  It  will 
allow  the  recovery  to  last  well  into  1984.  The  Conference  Board's 
index  of  consumer  confidence  increased  more  than  10  points,  to  76.5, 
in  March,  its  third  consecutive  monthly  gain.  In  addition,  the  surge  in 
the  stock  and  bond  markets  has  boosted  the  household  sector's  net 
worth  by  more  than  $300  billion  since  the  middle  of  last  year.  House 
prices  are  firming  as  consumer  interest  rates  continue  to  decline.  And 
tax  refunds  totaling  up  to  $12  billion  will  soon  be  in  the  mail.  Finally, 
despite  all  the  noisy  misgivings  in  Congress,  expect  the  Administra- 
tion's third  tax  cut  to  take  effect  in  July. 

Even  unemployment  is  beginning  to  dip.  It's  yet  another  part  of  the 
economy  in  sore  need  of  better  measuring  devices.  The  underground 
economy,  heavily  service-oriented,  may  now  account  for  about  15%  of 
GNP.  Because  individuals  in  the  underground  are  not  counted  as 
working,  the  actual  unemployment  rate,  some  authorities  say,  may  be 
more  than  two  percentage  points  lower  than  the  official  one. 

Is  everything  rosy,  then?  Not  by  a  long  chalk.  Inflation  rates  remain 
low,  but  the  capital  markets,  judging  by  the  real  returns  lenders 
continue  to  insist  on,  apparently  don't  believe  they  will  stay  that  way. 
What's  Ahead  believes  consumers  are  doing  their  bit,  and  more,  in 
leading  the  economy  out  of  the  doldrums.  Now,  if  only  Washington 
can  do  something  to  convince  the  money  markets.  .  .  . 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Up  bat  not  away.  The  Forbes  Index  has  posted  its  fifth 
consecutive  increase.  Consumers,  gaining  confidence  that 
the  recovery  is  for  real,  are  largely  responsible. 

Retail  store  sales  were  up  0.3%  on  a  revised  basis  during 
the  latest  reporting  period.  That  compares  with  a  1.2% 
decline  in  February.  Installment  credit  outstanding  ex- 


panded by  0.5%,  but  that  is  less  than  the  0.9%  increase  a 
month  earlier.  These  figures  indicate  that  consumers  are 
spending  but  have  yet  to  spend  big. 

Then  there's  the  negative  news.  New  claims  for  unem- 
ployment edged  up  slightly  in  March.  This  is  disturbing, 
since  it  follows  four  consecutive  monthly  declines. 


The  l  orbcs  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consume  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  arc  presented  at  right. 
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rhe  world's  Ultimate  Sportswatch: 
the  Piaget  Polo  Day/Date. 


This  is  a  rugged  yet  unmistakably 
egant  timepiece.  The  bracelet  is 
and- carved, link-by-link, from  a  solid 
ock  of  18K  gold.  The  matching  case, 

sculpted  by  hand,  in  La  Cote-aux- 
ies,  Switzerland.  Inside  is  a  precise, 
lin,  electronic  quartz  movement  that 


never  needs  winding.  This  watch  is  a 
total  of  132  grams  of  18Kgold.  It  is 
water-resistant.  And  shock-resistant. 

The  Piaget  Polo  Day/Date  is  the 
Ultimate  Sportswatch  as  well  as  the 
ultimate  calendar  marking  second, 
minute,  hour,  day  and  date. 


The  Piaget  Polo  Day/Date.  From 
the  world's  most  exquisite  watch 
collection:  Piaget. 

For  brochure  send 
$1.50  to  Piaget,  Dept. 
FB,650  Fifth  Ave., 
N.Y.,  N.Y.  10019. 


PiageT. 


How  to  reconcile  your  obsession 
with  efficiency  and  your  obsession  with 
owning  a  Mercedes-Benz. 


The  240  D  Sedan  begrudges  inflated  driving  costs  as  much  as  you  do.  It  dazzles  you 
with  quality,  not  gadgetry.  Its  record  for  retaining  value  is  superb.  You  have  found  an 
honest  $24,000*  automobile  at  last.  And  at  last,  you  are  driving  a  Mercedes-Benz. 


The  Mercedes-Benz  240  D  Sedan 
strives  for  levels  of  running 
efficiency  that  make  it  seem  almost 
an  outlaw  among  $24,000  auto- 
mobiles today. 

Its  free-breathing  overhead 
zamshaft  diesel  engine  feels  capable 
jf  holding  calmly  at  exalted  cruising 
peeds  from  New  York  clear  to 


California.  Yet  32  est.  hwy.  and|27 
EPA  est.  mpg**  is  the  price  you  pay 
n  fuel. 

Certain  engine  tolerances  are  no 
nore  than  one  hundredth  of  a  milli- 
neter.  Such  fine  machining  of  key 
working  parts  is  a  Mercedes-Benz 
Tademark.  And  a  hedge  against 
premature  engine  wear. 

Mercedes-Benz  engines- with 
proper  care  and  upkeep,  of  course 
-seem  to  wear  well.  Over  the  years, 
he  company's  offer  of  radiator 
badges  to  owners  clocking  two 
lundred  thousand,  five  hundred 
housand  and  one  million  kilometers 
las  had  thousands  of  takers. 

More  than  just  numbers 

But  the  240  D's  joys  transcend  the 
lumbers  recorded  in  its  owner's  log. 
t  encapsulates  its  extraordinary  effi- 
riency  in  an  extraordinary  vehicle. 

Its  undercarriage  is  one  of  its  most 
exotic  elements:  a  fully  independent 
suspension  system  with  diagonal 
Divot  rear  swing  axle.  Abrupt  direc- 
ional  shifts  prompt  no  wallowing. 
3ad  roads  are  almost  casually 
ibsorbed;  how  relaxing,  not  to  veer 
iway  in  panic  from  potholes. 


*  The  Sky  Harbor  Photoi'oltaic  Project, 
Dhoenix,  Arizona:  This  Mercedes-Benz 
MOD  Sedan  and  the  solar  cell  power  plant 
inrrounding  it  have  an  identical  aim- to  use 
'nergy  as  efficiently  as  possible. 


Steering  is  acutely  precise.  A  built- 
in  steering  system  shock  absorber 
intercepts  ugly  jolts.  Even  the 
springs  in  the  seat  beneath  you  are 
meant  to  serve  as  so  many  tiny 
vibration  dampers,  tuned  as  they  are 
to  the  car's  suspension  motions. 

You  can  select  a  four-speed  man- 
ual or  four-speed  automatic  240  D 
version.  So  efficient  is  this  automatic 
that  it  barely  affects  fuel  mileage.  The 
shift  lever  is  tunnel-mounted  and  so 
ergonomically  correct  that  you  can 
move  it  through  the  gears,  manual 
style,  without  needing  to  take  your 
eyes  off  the  road. 

Deep  comfort 

Like  every  Mercedes-Benz,  the 
240  D  ensures  that  you  live  well 
en  route. 

Your  deep  sense  of  comfort 
derives  in  part  from  a  sense  of 
spaciousness.  The  rear  seat  area  is 
almost  five  feet  wide,  for  example. 
The  seats  themselves  are  sculpted  to 
complement  the  human  anatomy, 
and  firm-feeling  because  Mercedes- 
Benz  knows  this  helps  keep  you 
comfortable-feeling  over  long  trips. 

The  240  D  is  the  most  affordable 
Mercedes-Benz  sold  in  America  by 
some  several  thousand  dollars.  But 
there  is  only  one  Mercedes-Benz 
quality  standard:  thus  light-alloy 
wheels  and  four-wheel  disc  brakes 
are  among  its  standard  items.  Even 
electronic  cruise  control,  central  lock- 
ing system,  four-speaker  AM/FM 
stereo  radio  with  cassette  player,  and 
air  conditioning  are  basic  240  D 
equipment. 

The  carpeting  underfoot  is  fine 
velour.  The  clock  on  the  dash  is  a 
quartz  crystal  chronometer.  Those 
delicate  fillets  of  woodlike  trim 


before  you  are  all  fillets  of  authentic, 
hand-rubbed  zebrano  wood. 

Built  with  an  eye  to  1993 

While  it  may  not  be  the  last  car 
you  ever  need  to  buy,  the  240  D  is 
built  to  help  keep  the  conscientious 
owner  off  the  new-car  market  for  a 
good  long  time. 

Its  body  is  precision-welded  at 
4,786  points  into  a  rigid  steel  unit. 
The  whole  structure  undergoes  a 
zinc  phosphate  bonderizing  process 
to  impregnate  the  steel  with  anticor- 
rosion  protection,  and  is  coated  five 
times  with  other  primers  and  paint. 

A  car  built  with  care  can  be  backed 
with  confidence.  And  the  240  D  is 
backed  with  a  three-year  or  36-thou- 
sand-mile  warranty,  t 

When  you  buy  the  240  D,  you  buy 
an  automobile  with  120  individual 
safety  features  designed  into  it  at  the 
start.  You  also  buy  an  automobile 
that  has  been  shown,  over  the  first 
three  years,  to  retain  86  percent  of 
original  value. 

The  Mercedes-Benz  240  D: 
seldom,  if  ever,  have  pleasure  and 
efficiency  and  honest  value  for 
money  been  so  gracefully  combined 
in  one  automobile. 

*Suggested  retail  price  p.o.e.  New  York.  West 
Coast  prices  slightly  higher.  **EPA  estimate 
for  comparison  purposes.  The  mileage  you 
get  may  vary  with  trip  length,  speed  and 
weather.  +This  is,  of  course,  a  limited  war- 
ranty; you  should  consult  your  authorized 
Mercedes-Benz  dealer  for  full  details. 

©1983  Mercedes-Benz  N.A.,  inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bed- 
room, living  room,  dining  area,  full  kitchen,  all  for  the  same 
price  as  a  single  room  at  other  fine  hotels. 
Plus,  you  get  Guest  Quarters'  answer  to  room 
service:  Suite  Service.  We  can  serve  you 
a  gourmet  dinner,  cater  your  party  or  ||  \0 


meeting,  right  in  your  suite.  We 
can  even  prestock  your  pantry, 
bar,  or  refrigerator. 
Next  time  stay  at  Guest  Quarters. 
It's  the  end  of  the  one-man  one- 
room  accommodation. 
And  the  beginning  of  a 
whole  new  way 
for  you  to  travel. 


WASHINGTON,  DC 

801  New  Hampshire  Ave.  N.W. 
2500  Pennsylvania  Ave.  N.W. 

ALEXANDRIA,  VA 

IOOS  Reynolds  St. 


HOUSTON,  TX      ATLANTA,  GA 


5353  Westheimer  Rcl 
2929  Post  Oak  Blvd 

GREENSBORO,  NC 

5929  W.  Friendly  Ave 


1 1 1  Perimeter  Center  West 
7000  Roswell  Rd. 
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The  new  futures  market  in  crude  oil  is  more 
than  another  game  for  speculators  to  play. 
Its  development  could  well  be  signaling  the 
long-awaited  end  of  the  age  of  OPEC. 


Comeuppance 


By  James  Cook 


Watershed  events  are  some- 
times signaled  in  mundane 
ways.  Consider  the  beginning, 
last  month,  of  trading  in  crude  oil 
futures  on  both  the  New  York  Mercan- 
tile Exchange  and  the  Chicago  Board  of 
Trade.  At  first  blush,  it  could  be  dis- 
missed as  merely  one  more  game  for 
speculators  to  play.  More  likely,  it 
announces  the  end  of  OPEC's  domina- 
tion of  the  world  oil  market. 

Its  significance  has  been 
obscured  in  the  rush  of 
events.  Despite  all  predic- 
tions to  the  contrary,  the 
Organization  of  Petro- 
leum Exporting  Countries 
has  again  managed  to  hold 
together,  maintaining  a 
semblance  of  solidarity  in 
the  face  of  the  world's  oil 
surplus  and  its  members'  S 
desperate  need  for  rev- 
enue. But  the  solidarity  of 
OPEC  is  no  longer  the 
point.  The  rise  of  a  futures 
market  in  crude  an- 
nounces that  the  condi- 
tions that  made  OPEC 
possible,  that  permitted  it 
to  control  prices  in  the 
$350  billion  oil  market, 
have  radically  changed. 
Before  OPEC,  oil  had 


been  one  of  the  world's  most  stable 
commodities.  Its  price  was  set  by  the 
big  international  companies  more  or 
less  independently  of  the  operation  of 
any  free  market.  The  majors  divided 
the  world  among  themselves  as  far 
back  as  the  Twenties.  From  the  early 
Thirties  on,  the  Texas  Railroad  Com- 
mission effectively  maintained  prices 
in  the  U.S.  by  balancing  supply  in  the 
light  of  demand.  OPEC  picked  up  in 
the  Seventies  where  the  internation- 
als left  off,  adjusting  available  sup- 


plies to  the  level  of  demand,  though  in 
a  somewhat  more  haphazard  fashion, 
to  maintain  upward  pressure  on 
prices. 

But  no  more.  Where  once  it  set 
prices,  OPEC  now  ratifies  prices 
forced  on  it  by  an  increasingly  free 
market.  That's  because  buyers  and 
sellers  alike,  alarmed  at  the  prospect 
of  shortages,  began  turning  more  and 
more  to  the  spot  market  for  sup- 
plies— in  single,  one-time  transac- 
tions. Thus,  when  the  spot  market 
went  through  the  roof  following  the 
Iranian  revolution  in  1978,  OPEC 
ratified  the  rise  by  following  it 
partway  up.  Then,  this  March,  scarci- 
ty having  given  way  to  surplus,  OPEC 
ratified  the  spot  market  again  by  fol- 
lowing it  partway  down. 

OPEC  now  follows,  rather  than 
leads,  because  of  a  major  change  in 
the  habits  of  buyers  and  sellers.  Until 
a  few  years  ago,  well  over  95%  of  the 
world's  oil  moved  under  long-term 
contracts  specifying  volumes  and 
qualities  at  prices  posted  by  the  pro- 
ducers. From  wellhead  to  gasoline 
pump,  the  oil  business  was  dominat- 
ed by  the  giant  international  compa- 
nies, the  Seven  Sisters.  The  spot  mar- 
ket was  inconsequential. 

But  during  the  Seventies,  a  thriving 
spot  market  began  developing  in  Rot- 
terdam. As  supplies  tight- 
ened, producers  who 
wanted  higher-than-con- 
tract  prices — OPEC  pro- 
ducers included — could 
get  them  by  moving  into 
the  spot  market.  Consum- 
ers who  couldn't  get  oil 
anywhere  else  could  get 
it,  at  a  price. 

Now  the  trickle  is  a 
flood.  According  to  some 
estimates,  20%  to  30%  of 
the  world's  crude  and  re- 
fined products  now  moves 
at  spot  prices — as  much  as 
50%  in  some  areas  over- 
seas. Contracts  are  still 
being  written,  but  for 
shorter  terms,  for  12 
months  or  so  rather  than 
open-ended.  Reports  Ar- 
nold E.  Safer,  president  of 
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Countervailing  power 


The  development  of  the  futures  markets  on  the  New 
York  Mercantile  Exchange  and  elsewhere  is  begin- 
ning to  offer  an  alternative  to  the  administered 
prices  that  have  prevailed  in  the  oil  industry  for  the 


last  half  century.  The  chart  below  shows  the  dramat- 
ic rise  in  monthly  volume  in  heating  oil,  gasoline 
and  crude  oil  futures  contracts  (1,000  barrel  units) 
from  the  time  trading  in  such  contracts  was  begun. 


'78  I  '79  T 

'Projected  from  first  eight  trading  days  of  April 


The  Energy  Futures  Group,  the  Be- 
thesda,  Md.  consulting  group  that  de- 
vised the  first  heating  oil  contract  for 
the  Mercantile  Exchange:  "Some 
large  companies  tell  me,  'We're  not 
taking  any  more  oil  long  term.  We're 
buying  everything  spot.'  " 

OPEC  has  only  itself  to  blame  for 
the  rise  of  the  spot  market  and  the 
resulting  upheaval.  It  took  a  while, 
but  its  members  are  now  learning  the 
truth  in  an  old  proverb:  "God  says, 
'Take  what  you  want,  but  pay  for  it.'  " 

By  assuming  the  equity  interest  in 
their  own  production,  OPEC's  mem- 
ber states  cut  off  the  majors  from  the 
production  base  that  had  always  sup- 
ported their  refining  and  marketing 
businesses.  The  majors  became  the 
"tax  collectors  for  OPEC,"  in  consul- 
tant Walter  Levy's  phrase,  and  as  long 
as  supplies  were  tight,  they  were  not 
inclined  to  resist.  The  Aramco  part- 
ners— Texaco,  Exxon,  Mobil  and  So- 
Cal — profited  enormously  in  the  late 
Seventies  by  being  able  to  acquire 
Saudi  oil  at  official  OPEC  prices,  and 
such  prices  were  well  below  what  the 
spot  market  was  charging. 

"As  ye  sow,  so  shall  ye  reap,"  runs 
another  proverb.  In  the  oil  glut  of  the 
Eighties,  the  Aramco  majors,  held  to 
contract  prices  far  above  the  spot 
price,  lost  as  much  as  $8  on  every 
barrel  of  Saudi  oil  that  they  sold.  By 
early  1983  or  so,  the  Justice  Depart- 
ment charged  they  were  pressuring 
the  Saudis  to  cut  back  the  price. 

The  newly  resistant  majors,  com- 
bined with  the  rapid  rise  of  the  Rotter- 


dam spot  market,  have  thus  radically 
changed  OPEC's  present  role.  OPEC 
today  may  influence  the  price,  may 
even  help  to  stabilize  the  price,  but  it 
clearly  is  no  longer  able  to  control  it. 
"The  oil  market  today  is  an  unstable 
market,  both  up  and  down,"  Arnold 
Safer  says.  "The  reason  is,  there  is  no 
single  group  today  that  controls  the 
production  and  distribution  of  crude." 

Which  is  why  the  futures  market, 
affording  buyers  and  sellers  an 
insurance  policy  against  price  fluctu- 
ations, came  into  being.  The  New 
York  Mercantile  Exchange  first  tested 
the  waters  five  years  ago  by  creating  a 
market  for  heating  oil  futures,  then 
for  gasoline  in  1981,  and  finally,  last 
month,  for  crude  oil  itself. 

The  market  has  taken  off.  With 
large-volume  heating  oil  consumers 
like  New  York  City  and  the  Southern 
California  Rapid  Transit  District 
locking  in  their  contract  price  by 
hedging  in  the  markets,  heating  oil 
contracts — running  to  2  billion  bar- 
rels— have  quadrupled  most  years 
since  1978.  The  newer  gasoline  con- 
tracts are  growing  twice  as  fast. 

The  new  market  for  crude  futures  is 
obviously  attractive  to  independent 
producers  and  to  a  biggie  like  Gulf, 
bereft  of  its  Middle  Eastern  proper- 
ties, as  well.  Sun  bought  a  seat  on  the 
Mercantile  Exchange.  By  and  large, 
though,  the  majors  understandably  re- 
gard it  as  bad  news  indeed.  By  frag- 
menting the  market,  futures  trading 
will  make  producers'  efforts  to  bal- 
ance supply  and  demand  much  more 


difficult.  "Futures  trading,"  one  oil 
executive  warns  darkly,  "is  playing 
with  dynamite." 

Yet  much  the  same  transformation 
has  taken  place  in  the  copper  busi- 
ness, where  integrated  producers  used 
to  set  the  price,  not  minding  what 
prices  were  doing  on  the  London  Met- 
al Exchange.  But  governments  began 
taking  over  mines  in  the  Seventies, 
and  now  all  the  producers'  copper 
contracts  are  pegged  to  the  LME  or  the 
New  York  Commodities  Exchange. 

Will  the  same  thing  happen  in  oil? 
Yes,  at  least  for  now.  The  futures  mar- 
ket is  a  mighty  small  tail  to  wag  such 
a  very  big  dog,  but  as  long  as  massive 
surpluses  threaten  the  market,  that, 
in  effect,  is  what  is  likely  to  happen. 

That  doesn't  mean,  however,  that 
OPEC  is  dead  and  buried.  Let  supplies 
tighten  again  one  day,  and  the  OPEC 
countries — the  marginal  suppliers — 
will  regain  much  of  their  power  over 
the  oil  price.  But  not  all.  Given  a 
sellers'  market  for  any  reason,  resur- 
gent .  demand  or  political  upheaval, 
they  could  even  try  to  dominate  the 
market  as  the  oil  companies  used  to 
by  integrating  forward  into  refining 
and  marketing — as  Kuwait  has  been 
doing  and  as  Venezuela  is  trying  to  do. 
But  until  then,  the  price  signals  of  the 
market  are  likely  to  prove  more  po- 
tent than  OPEC's  fiat.  As  John  Licht- 
blau  of  the  Petroleum  Industry  Re- 
search Foundation  puts  it:  "There's 
no  way  the  contract  market  won't  be 
influenced  by  the  futures  market  and 
vice  versa."  ■ 
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rs  there  no  alternative  to  giving  the  IMF  a 
massive  injection  in  order  to  solve  the 
world  credit  mess?  Yes,  but  most  politicians 
2nd  bankers  would  rather  not  hear  it. 


Write  down  loans? 
Perish  the  thought 


and  Citicorp,  $9.8  billion  (200%).  The 
nation's  ten  largest  banks  have  an  av- 
erage of  170%  of  their  equity  lent  to 
the  Third  World.  It's  a  scary  situation, 
but  it  isn't  reflected  in  bank  earnings 
or  balance  sheets.  The  reason  it  isn't 
reflected  is  that  even  where  interest 
payments  are  late,  the  loans  are  not 


By  Howard  Banks 


As  we  all  have  been  told  in 
numbing  detail,  the  interna- 
b  tional  loan  mess  is  about  to  be 
>apered  over  with  a  $32  billion  in- 
:rease  in  the  funds  available  to  the 
nternational  Monetary  Fund.  At  least 
58.4  billion,  and  probably  more,  of  the 
MF  quota  increase — a  47.5%  boost  in 
he  fund's  lendable  deposits — will 
:ome  from  the  U.S.  However  you  cut 
he  situation,  it's  another  taxpayer 
jailout  of  other  people's  mistakes. 

The  Reagan  Administration  strong- 
y  supports  the  quota  increase  for  the 
MF,  the  vast  credit  cooperative  cre- 
tted  by  the  1944  Bretton  Woods  agree- 
nent  to  help  its  146  member  nations 
vhen  they  have  balance  of  payments 
>roblems.  The  Reagan  Administra- 
ion  fears  that  the  more  than  half- 
xillion-dollar  debt  overhang  of  non- 
DPEC  Third  World  countries  might 
>tall  any  chance  of  domestic  econom- 
c  recovery.  Hence  its  eagerness  to 
lelp  the  IMF. 

Without  IMF  aid,  many  Third 
World  countries  will  not  be  able  to 
neet  even  the  interest  payments  on 
:heir  monumental  debt,  and  those 
lebts  would  have  to  be  written  down 
n  American  banks'  books.  That 
neans  the  banks  would  be  less  able  to 
end  to  American  industry  and  busi- 
less  in  order  to  fuel  the  nascent  do- 
nestic  recovery.  And  Third  World 
;ountries  would  be  unable  to  keep  up 
;ven  a  minimal  level  of  importing, 
.vhich  would  further  dampen  busi- 
less  in  America. 

Goodness  knows,  the  exposure  of 
:he  major  U.S.  banks  is  nothing  to 
sneeze  at:  Manufacturers  Hanover  has 
:lose  to  $7  billion  lent  out  to  the  less 
ieveloped  countries  (245%  of  equity); 
Zhase  Manhattan,  $6  billion  (220%); 


being  classified — as  would  be  the  case 
with  domestic  loans.  Where  no  cash 
interest  is  forthcoming,  the  banks 
simply  tack  unpaid  interest  onto  prin- 
cipal that  isn't  being  repaid  either. 
Thus  U.S.  bank  revenue  and  profit- 
ability look  better  than  reality  might 
suggest  (see  Forbes,  Apr.  11). 

Bankers'  interest  in  maintaining 
that  none  of  the  Third  World  debts  is 
bad  coincides  with  the  Reagan  Ad- 
ministration's desire  to  maintain 
lending,  particularly  to  Latin  Amer- 
ica, whose  political  stability  is  vital  to 
the  U.S.  Moreover,  the  IMF  can  do 
what  the  U.S.  government  cannot  do: 
force  the  debtor  governments  to  adopt 
less  irresponsible  fiscal  policies. 

There  are  two  questions  involved: 
Is  it  necessary  to  avoid  default  at  any 
cost?  And,  is  it  right  to  ask  the  taxpay- 
ers to  bail  out  bankers'  bad  loans?  For 
those  who  think  the  answer  to  both 
questions  is  "no,"  there  is  an  alterna- 
tive course  of  action.  Paul  Craig  Rob- 
erts, until  recently  an  assistant  secre- 
tary at  the  Treasury,  explains:  "The 
alternative  to  an  IMF  bailout  is  not 


The  IMF's  worry  list 

These  ten  countries  are  on  the  International  Monetary  Fund's  "most 
worried"  list.  It  is  not  how  much  they  owe — their  debt  to  the  IMF  is 
small  compared  with  the  billions  of  dollars  they  owe  to  governments  and 
commercial  banks.  The  worry  is  whether  they  can  pay  back  anything  at 
all.  The  comment  is  Forbes'  summation  of  the  IMF's  concern. 

Country 

Debt  to 
IMF  in 

millions  of  SDRs  Comment 

Mexico 

300.9 

Hit  by  falling  oil  prices  but  expected  to 
recover,  poorer  but  wiser. 

Brazil 

498.8 

Hit  by  recession — and  import  restrictions 
imposed  by  others  in  trouble — but  helped 
by  falling  oil  prices. 

Argentina 

820.8 

Hit  by  cost  of  lost  war  over  Falklands  and 
paralyzed  by  a  military  government  that 
has  no  idea  of  economic  management. 

Chile 

419.8 

Copper's  tarnish  rubs  off  on  the  Chicago 
school. 

Rumania 

776.5 

A  Balkan  country  that  gives  despotism  a 
bad  name. 

Hungary 

214.5 

Nobody  at  the  IMF  is  losing  much  sleep 
over  this  one  these  days. 

Sudan 

450.5 

A  basket  case  that  cannot  be  cut  off  for 
humanitarian  reasons — and  also  for  fear 
that  the  Soviets  might  take  over. 

Uganda 

243.0 

The  ghost  of  Idi  Amin  still  walks. 

Bangladesh 

374.1 

Have  pity! 

Jamaica 

561.9 

Just,  maybe,  recovering. 

Note:  Poland  is  not  a  member  of  the  IMF,  for  which  its  officers  give  nightly  thanks. 
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default,  but  a  partial  writedown  of 
some  of  the  loans" — to  a  more  ra- 
tional and  realistic  value  in  the 
banks'  books.  The  effect  on  bank 
profits  would  be  sharp,  of  course.  But 
so  it  should  be,  says  George  Champi- 
on, the  respected  retired  chairman  of 
Chase  Manhattan,  who  refused 
point-blank  to  allow  the  Chase  in  his 
day  to  lend  to  any  foreign  govern- 
ment or  govemment-owned  entity. 
Champion  agrees  with  Roberts  that 
the  banks  should  be  made  to  bite  the 
bullet.  Champion  says:  "It  [would] 
mean  cutting  down  on  the  published 
earnings  of  the  banks  very  material- 
ly, and  that  is  what  they  (bankers] 
object  to.  It  would  mean  that  a  lot  of 
those  fellows  who  have  been  getting 
big  bonuses  would  be  without 
them."  What  about  the  bankers' 
jobs?  "Some  of  them  should  get  the 
sack,  no  question.  Management  has 
to  be  held  accountable." 

Not  surprisingly,  bankers  now  in 
charge  do  not  agree.  "That's  unfair," 
says  George  Clark,  a  senior  vice  presi- 
dent at  Citicorp.  "We  may  still  be 
showing  these  loans  at  full  value  and 
not  writing  them  off  against  revenues. 


But  look  at  our  stock  prices.  Our  mul- 
tiples are  at  5  to  6  times  earnings.  I'm 
feeling  considerable  pain  through  my 
stock  options." 

No  one  is  suggesting  there  should  be 
any  suicidal  change  in  banks'  account- 
ing policies.  "It  has  to  be  realistically 
handled  over  a  number  of  years,"  says 
Champion.  What  he  has  in  mind  is  for 
banks  to  write  down  all  nonperforming 
loans  using  50%  of  their  pretax  profits, 
creating  each  year  an  extra  quarter 
percentage  point  of  reserves.  "They  are 
going  to  show  enormous  first-quarter 
earnings,  "he  says.  "It's  a  terrific  oppor- 
tunity to  start." 

Those  who  support  the  take-the- 
writedown  argument  claim  that  a 
writedown  of  the  face  value  of  the 
loans  on  the  lenders'  books  would  im- 
mediately reduce  the  debt  of  the  bor- 
rowing nation,  while  also  reducing  its 
interest  burden.  The  developing  na- 
tion's economy  could  then  work  at 
returning  to  health  with  its  finances 
in  more  realistic  order.  There  would 
be  those  developing-country  govern- 
ments, undoubtedly,  that  would  see 
in  the  apparently  reduced  debt  burden 
an  opportunity  for  more  borrowing. 


But  would  any  bank  be  foolish  enough 
to  lend  to  them?  The  market  is  atten- 
tive, as  witness  the  fact  that  the  Phila- 
delphia National  Bank,  which  has 
never  lent  to  developing  countries, 
can  borrow  in  the  money  market 
cheaper  than  most  banks  in  the  U.S. 

There  is  (see  box,  p  59)  a  sharp  con- 
trast between  the  U.S.  banks'  behav- 
ior and  that  of  West  German  banks 
with  large  suspect  loans  to  Eastern 
Europe  and  Latin  America.  There  are 
difficulties  in  making  direct  compari- 
sons between  such  different  tax  and 
accounting  systems  as  they  affect 
banks,  warns  Citicorp's  Clark.  Even 
so,  he  acknowledges  that  the  impres- 
sion is  broadly  correct. 

There  is  a  measure  of  hypocrisy  in 
the  U.S.  banks'  public  stance  that 
none  of  their  Third  World  loans  is 
going  to  stay  bad.  In  their  credit  poli- 
cies they  are  behaving  far  more  cau- 
tiously. At  first,  banks  took  fairly  nar- 
row spreads  on  loans  to  developing 
countries  (LDCs),  particularly  where 
there  were  other  opportunities  for 
business,  such  as  setting  up  a  local 
offshoot.  But  now,  spreads  and  fees 
have  been  jacked  up.  Take  the  recent 


The  rocky  road  from  Brett  on  Woods 


This  graphic  history  of  the  International  Monetary  Fund 
depicts  the  promise  and  problems  of  the  system  devised  at 
Bretton  Woods,  N.H.  in  1944.  The  IMF  was  created  to  help 


nations  with  anticipated  payments  deficits  to  the  U.S.  1 
by  the  mid-1950s,  the  Fund  needed  a  special  credit  to  ci 
with  the  growth  in  world  trade  financed  by  the  outflow 


Billions  of  SDRs 


Glossary  of  terms 


Special  Drawing  Rights  (SDR) 

The  IMF's  currency.  Value  is  aver- 
age of  dollar,  DM,  yen,  pound  and 
French  franc.  1  SDR  =  90  cents. 


Supplementary  financing 

1979  series  of  IMF  borrowings  to 
augment  member  contributions. 
U.S.  puts  up  20%  of  IMF  resources. 


Enlarged  access  to  resources 

1981  series  of  IMF  borrowings,  from 
members  with  balance  of  payments 
surpluses,  led  by  Saudi  Arabia. 

Oil  facility 

Credit  window  for  IMF  loans  in 
1974  and  1975  to  cover  oil-related 
balance-of-payments  deficits. 


Compensatory  financing 

Credit  designed  to  help  raw  materi- 
al producer  members  in  times  of 
poor  markets  for  their  exports. 


Credit  tranche 

Basic  one-year  credit  for  members 
with  balance  of  payments  deficits. 
Recipient  must  reform  economy. 


Reserve  tranche 

A  member's  own  reserve — 25%  of 
its  quota — which  may  be  drawn  out 
in  SDRs  or  in  foreign  exchange. 


Buffer  stock 

Special  credit  for  members  with 
ments  deficits  due  to  intemat 
tin,  sugar  or  cocoa-  agreements. 


Extended  facility 

Same  as  the  credit  tranche,  but 
three-year  term.  Aid  condition 
efforts  to  shape  up  economy. 
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Judgment?  Or  only  accounting? 


emergency  $5  billion  loan  to  Mexico, 
organized  under  IMF  pressure  (and  on 
top  of  a  $3  billion  IMF  facility).  The 
banks  are  charging  2lA  points  over  the 
London  interbank  offered  rate  (the 
base  rate  of  the  Eurodollar  market) 
and  massive  fees — said  in  all  to  ex- 
ceed $600  million.  Even  though  no 
actual  money  changes  hands,  these 
fees  appear  on  the  good  side  of  the 
banks'  income  statements. 

"I  think  it's  outrageous,"  says 
Champion  of  these  practices.  "If  col- 
lected at  all,  these  fees  should  be  paid 
over  the  life  of  the  loan.  If  the  loan  is 
paid,  then  take  your  profit."  Indeed, 
that  is  one  of  several,  mostly  cosmet- 
ic, changes  now  being  proposed  by  the 
Comptroller  of  the  Currency  as  part  of 
a  move  to  fend  off  a  still  small  but 
growing  pressure  in  Congress  against 
bailing  out  the  banks. 

The  liquidity  crisis  in  the  Third 
World  came  to  a  head  for  the  U.S.  last 
summer  (Forbes,  Oct.  11,  1982),  when 
falling  oil  prices  and  declining  de- 
mand meant  that  Mexico  could  not 
meet  its  repayment  schedule.  It  then 
became  painfully  clear  that  the  devel- 
oping countries,  especially  those  not 


West  Germany's  Dresdner 
Bank  (assets  $7.6  billion)  is  as 
deeply  involved  in  Latin  American 
lending  as  any  of  the  U.S.  money 
center  banks.  But  unlike  them, 
Dresdner  is  not  publicly  denying 
Latin  American  problems.  Its 
South  American  subsidiary  used 
all  its  record  1982  earnings  for  pro- 
visions against  its  Latin  loans. 
Dresdner  increased  consolidated 
operating  earnings  52%  in  1982, 
but  showed  no  increase  in  net,  in- 
stead setting  aside  $413  million  to 
cover  writeoffs  and  loan  risks. 

Deutsche  Bank  showed  a  17% 
fall  in  1982  net,  increased  its  divi- 
dend 10%,  but  put  around  $1.25 
billion  into  reserves,  on  top  of  $500 
million  in  1981. 

Meanwhile,  in  the  U.S.,  Citicorp 
and  Chemical  Bank  increased  their 
dividends  in  1982,  but  neither  they 
nor  any  of  the  other  money  center 
banks  increased  the  percentage  of 


their  bad-debt  provisions. 

Differences  in  judgment,  but 
also  tax  and  accounting  systems, 
play  a  part.  U.S.  bank  supervisors 
hold  that  where  IMF  is  involved, 
loans  will  not  be  classif  ied — count- 
ed as  bad  debt  when  interest  pay- 
ments are  90  days  late.  German 
authorities  have  pushed  their 
banks  to  make  sizable  provisions. 

It  is  easier  to  do  in  Europe.  Ac- 
counting standards  allow  hidden  re- 
serves, and  there  are  tax  differences. 
Germany  is  liberal  in  allowing 
banks  to  deduct  loan  writedowns. 
By  contrast,  the  Internal  Revenue 
Service  has  reduced  the  tax-allow- 
able reserve  of  U.S.  banks  to  0.6% 
from  an  already  miserly  1% . 

The  figure  should  normally  be 
3%  and  5%  now,  says  former 
Chase  Chairman  George  Champi- 
on. "Remember,"  he  observes, 
that  "they  lost  1%  on  their  REITs 
business."— H.B. 


lars  from  the  U.S.  That  outflow  weakened  the  dollar's  and  currency  instability.  But  it  has  really  shrunk — from 
bility  and,  therefore,  the  world  system.  In  the  1970s,  12%  of  world  trade  in  the  1960s  to  under  4%.  Without  new 
IMF  seemed  to  grow  as  it  helped  nations  adjust  to  oil    financing,  it  may  wither. 


Billions  of  SDRs 
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The  crisis  at  Baldwin-United  concerns 
more  than  banks  and  stockholders.  There 
are  also  the  policyholders. 


Is  there  enough 
collateral? 


members  of  OPEC,  had  built  up  vast 
levels  of  debt  to  the  West,  debt  that 
they  were  quite  unable  to  cope  with 
without  help. 

The  Administration's  response  was 
to  shift  suddenly  from  skepticism  to 
enthusiasm  for  the  IMF  solution, 
even  though  it  threatens  credit  distor- 
tions by  giving  the  banks  an  implied 
guarantee  on  foreign  loans.  The  mo- 
tives were  commendable,  the  think- 
ing muddled,  because  until  then  the 
Administration  had  remained  true  to 
its  principles  and  had  argued  for  trust- 
ing the  free  market  rather  than  for  an 
IMF  solution. 

If  the  market  is  trusted,  there  seems 
little  chance  that  a  default  by  a  coun- 
try would  today  produce  more  than  a 
quick  scare  for  the  markets  and  fat 
losses  for  the  banks  concerned.  But 
the  losses  have,  in  reality,  already  oc- 
curred. Some  observers,  like  Repre- 
sentative Jerry  Lewis  (R-Calif.),  a 
member  of  the  House  Appropriations 
Committee,  even  suggest  that — as  a 
lesson  to  all — it  might  be  worthwhile 
foreclosing  on  some  debtor  nation 
that  has  behaved  in  an  impossible 
way.  The  Central  African  Republic, 
for  example,  which  spent  money  from 
international  loans  to  hold  a  corona- 
tion for  its  short-lived  emperor,  as  its 
bloodstained  former  dictator  styled 
himself. 

Fantasize  a  little.  Suppose  that  a 
group  of  young  officers  in,  say,  Argen- 
tina, raised  their  hands  in  "Heil, 
Peron"  salutes,  announced  a  coup  and 
stridently  defaulted  on  that  country's 
billions  of  international  debt.  What 
would  happen?  A  media  crisis,  a  cou- 
ple of  banks  or  so  in  bankruptcy,  lots 
of  money  poured  in  from  central 
banks.  And  after  this  useful  if  costly 
lesson?  Give  it  a  year  or  so,  and  those 
young  officers,  older  and  wiser,  would 
beg  to  be  allowed  to  rejoin  the  inter- 
national fold.  And,  as  happened  time 
and  again  in  the  19th  century — a  bet- 
ter model  for  what  is  now  happening 
than  the  1930s — they  would  repay  all 
those  once-defaulted  debts. 

It  was  John  Maynard  Keynes,  writ- 
ing about  the  1931  crisis  in  money 
values,  who  saw  the  flaw  in  bankers' 
armor  most  clearly.  Keynes  wrote: 
"Lifelong  practices  [to  maintain  ap- 
pearances and  to  profess  a  conven- 
tional respectability]  make  [bankers] 
the  most  romantic  and  the  least  real- 
istic of  men.  It  is  so  much  their  stock 
in  trade  that  their  position  not  be 
questioned,  that  they  do  not  even 
question  it  themselves  until  it  is  too 
late."  That's  why  voices  like  George 
Champion's  are  worth  listening  to 
when  he  declares  that  'management 
has  to  be  held  accountable."  ■ 


By  Richard  L.  Stern 

As  Baldwin-United  Corp.  wres- 
i  ties  with  the  banks  for  survival, 
■some  of  the  174,000  holders  of 
its  hot-selling,  glittering  product,  its 
$4  billion  worth  of  single  premium 
deferred  annuities  now  outstanding, 
are  wondering  how  safe  their  invest- 
ment is. 

Well  they  might.  They  may  be  per- 
fectly safe.  But  if  things  go  badly  for 
Baldwin,  it  turns  out  no  one  is  exactly 
sure  who  has  first  dibs  on  a  lot  of 
Baldwin's  subsidiary  paper.  Some 
$850  million  of  the  assets  backing  the 
annuities  are  in  that  form.  Much  of 
the  paper  is  backed,  in  turn,  by  the 
giant  mortgages-and-municipal- 
bonds  insurer,  MGIC.  And  MGIC  is 
also  pledged  to  the  banks.  Baldwin 
continues  to  insist  all  is  well,  and  as 
of  Dec.  31  there  was  more  than  $229 
million  in  surplus — "funds  over  and 
above  the  reserves  required  by  law." 
True,  the  annuities  are  also  backed  by 
government  bonds  and  notes,  CDs 
and  marketable  preferreds  like  Cin- 
cinnati Bell.  So,  on  the  face  of  it,  90% 
to  92%  of  the  annuity  holders'  money 
is  absolutely  secure. 

Nonetheless,  the  whole  situation 
could  raise  some  questions  in  the 
minds  of  annuity  holders.  They  laid 
out  an  average  up-front  payment  of 
$23,000  for  something  that  looked 
like  an  annuity  but  was  actually  a 
nifty  investment  package  wrapping 
high-interest  yields  (12.5%  to  14.5%) 
in  a  ten-year  tax  deferral  scheme.  So- 
phisticated, yes.  Clever?  Okay.  But 
the  salesmen  assured  the  buyers  the 
SPDAs  were  safe. 

Approximately  $643  million  of 
Baldwin  paper  held  by  the  annuities  is 
in  a  subsidiary  called  Balunit.  Balunit, 


aside  from  about  $43  million  in  other 
investments,  is  mainly  the  holding 
company  for  MGIC.  There  also  is  Ba- 
lunit preferred  stock  around,  amount- 
ing to  about  $42  million,  with  a  claim 
on  the  same  assets.  The  problem  is 
this:  Only  through  a  sale  of  MGIC  can 
the  banks  recoup  the  $440  million 
they  are  owed  for  financing  the  MGIC 
acquisition.  So,  the  banks  and  the 
SPDA-holders  must  look  to  the  same 
collateral.  But  can  it  protect  both? 
Estimates  are  that  MGIC  would  have 
to  be  sold  for  some  $1,126  billion  to 
make  everyone  whole.  "I  don't  think 
both  the  bankers  and  annuity  holders 
can  be  paid  in  full,"  says  Thomas  Ro- 
sencrants,  an  analyst  at  Chicago- 
based  William  Blair  &  Co. 

Alas,  some  fear  MGIC  might  only 
be  sold  for  $800  million  or  $900  mil- 
lion. A  look  at  MGIC's  recent  10-K 
gives  you  some  idea  why.  A  careful 
reader  will  discover  that  MGIC  has 
been  buying  parent  company  stock, 
which  has  fallen  from  50  to  12.  A 
warning  sign  to  a  wary  buyer. 

Something  not  in  the  10-K  that 
would  enlighten  investors.  To  cover 
an  increased  loss  ratio  because  of 
higher  foreclosures,  MGIC  had  to  dip 
into  its  contingency  funds  to  the  tune 
of  $24  million. 

One  bank  representative  has  said 
privately  the  banks  are  hoping,  if 
MGIC  is  sold  for  less  than  $1  billion, 
they  can  get  their  money  before  the 
state  insurance  commissioners  real- 
ize what  has  happened  to  the  SPDA 
holders,  whom  the  commissioners  are 
supposed  to  protect.  Indeed,  sources 
say,  a  major  reason  the  banks  agreed 
to  a  recent  90-day  loan  extension  was 
that  a  bankruptcy  judge  might  take 
more  pity  on  annuitants  than  on 
the  banks. 
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Linda  Garner,  the  new  insurance 
;ommissioner  of  Arkansas,  where 
>2.8  billion  of  those  annuities  are  do- 
niciled,  asked  Baldwin  on  Apr.  11 
vho  owns  what,  and  Baldwin  assured 
ler  that  everything  was  A-okay.  Gar- 
ler  says  she  thinks  Baldwin  can  pay 
mt  won't  be  sure  until  she  sees  filings 
lue  May  2. 

For  the  annuitants,  there  are  only 


State  of  confusion 

Only  a  few  more  than  half  the  states 
provide  protection  to  annuity  hold- 
ers if  an  insurance  company  be- 
comes insolvent.  Even  then,  most 
impose  limits  on  the  coverage;  and 
some  may  exclude  single-premium 
deferred  annuities. 

State 

Dollar  Limits 

Arizona 

Connecticut 
Florida 
Georgia 
Idaho 

$100,000  for  annuities, 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 

Illinois 

Indiana 

Kansas 
Kentucky 

Maryland 

$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
To  contract  limits 

Minnesota 

Montana 
Nebraska 
New  Hampshire 

New  Mexico 

$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$300,000  for  all  benefits 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$300,000  for  all  benefits 

New  York 
North  Carolina 
Oklahoma 

Oregon 

Pennsylvania 

For  policy  terms 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 
Settlements  or  for 
covered  claims 

South  Carolina 
Texas 

Utah 

Vermont 
Virginia 

$300,000 

For  amount  of  covered 
claims 

$100,000  in  cash  values/ 
$300,000  for  all  benefits 
$300,000  for  all  benefits 
$100,000  in  cash  values/ 
$300,000  for  all  benefits 

Washington 
West  Virginia 
Wisconsin 
Puerto  Rico 

Per  policy  terms 
$300,000  for  all  benefits 
$300,000  for  all  benefits 
$300,000  for  all  benefits 

Source  National  Association  of  Insurance  Commissioners 

the  company  and  insurance  guaranty 
funds  maintained  by  29  states  to  look 
to  if  things  get  really  rough.  They 
have  nothing  akin  to  FDIC  insurance. 

Those  state  commissions  are  worth 
a  look.  A  crazy  quilt  of  50  state  insur- 
ance commissions  with  50  sets  of 
laws  and  50  levels  of  competence  gov- 
ern the  insurance  industry,  and  the 
investor's  fate  would  depend  a  lot  on 
which  state  gets  involved.  Not  all 
have  guaranty  funds,  and  not  all  of 
those  that  do  will  cover  annuities. 
One  that  does  not:  Arkansas.  A  resi- 
dent of  Illinois,  however,  who  bought 
a  Baldwin  annuity  issued  in  Arkansas 
probably  would  be  made  whole  by  the 
Illinois  fund — up  to  the  legal  limit  of 
$100,000.  Not  so  of  a  resident  in  Cali- 
fornia, with  no  fund  backing  insol- 
vencies of  annuities.  California  resi- 
dents purchased  slightly  less  than 
$500  million  in  Baldwin  annuities. 
On  the  other  hand,  a  Californian  who 
was  sold  a  Baldwin  SPDA  domiciled 
in  Indiana  is  luckier,  since  that  state 
does  have  such  a  fund.  As  you  see,  it 
gets  complicated. 

Most  states  that  do  have  insurance 
guarantees  have  no  reserve  funds. 
They  would  assess  other  insurance 
companies  writing  business  in  the 
state.  Indeed,  there  already  are  rum- 
blings from  a  number  of  states  that 


perhaps  SPDAs  do  not  meet  the  legal 
requirements  of  the  insurance  insol- 
vency laws.  Are  they  really  life  insur- 
ance? Or  are  they  really  an  invest- 
ment vehicle?  After  all,  they  were 
sold  mostly  by  Wall  Street  brokers  as 
investments.  The  question  has  sent 
authorities  in  Oregon,  for  one,  flying 
to  their  attorneys. 

Talk  to  top  insurance  executives 
and  they  will  tell  you  Baldwin's  prob- 
lems underline  a  weakness  of  a  sys- 
tem they  have  learned  to  live  with. 
Many  of  the  commissioners  got 
where  they  are  through  political  con- 
nections, not  ability.  And  many  of 
their  staffs  have  shown  equal  incom- 
petence. Baldwin's  growth  was  unre- 
stricted in  most  states,  with  the  ex- 
ception of  New  York — the  best-regu- 
lated state  in  the  country. 

"There  is  no  doubt  in  my  mind  that 
every  one  of  those  states  had  prior 
warnings  about  potential  Baldwin 
problems,"  and  "except  for  New 
York"  they  failed  to  take  action  to 
protect  their  state  residents,  says  ana- 
lyst Rosencrants.  Of  the  $4  billion  in 
Baldwin  annuities  sold  in  the  last  four 
years,  less  than  $10  million  was  sold 
to  New  York  residents. 

The  whole  thing  may  end  up  by 
giving  the  insurance  industry  a  bad 
name  among  investors.  ■ 


Oil  drilling  is  in  the  doldrums,  and  first- 
quarter  oil  company  results  tell  why.  But 
here's  Texaco,  still  drilling  as  though  oil 
prices  had  never  slumped. 

Texaco's  single- 
minded  boss 


want  department  stores.  I  don't  want 
a  robots  company  or  a  copper  mine.  I 
want  to  drill  more  of  those  big  oil 
tracts."  His  eyes  gleam  in  the  glare  of 
the  projector. 

McKinley,  chairman  and  CEO  for 
2lA  years,  at  63  is  halfway  through  one 
of  the  most  difficult  tasks  a  chief  ex- 
ecutive can  undertake.  He  has  to  turn 
around  his  almost  unimaginably  huge 
company — at  $48  billion  in  revenues, 
it  is  the  fourth-largest  corporation  in 


By  Carol  E.  Curtis 


John  K.  McKinley  is  chairing  a 
meeting  of  his  top  officers  with 
some  visitors,  and  a  slide  of  one 
of  Texaco's  drilling  tracts  off  the 
shore  of  California  flicks  onto  the 
screen. 

"That's  it,"  he  exclaims  to  the  dark- 
ened room  in  a  hard-edged  southern 
accent.  He  turns  to  the  others. 
"That's  what  I  want  to  do.  I  don't 


FORBES,  MAY  9,  1983 


61 


the  U.S.  But  big  companies  don't  turn 
on  a  dime,  and  McKinley's  task  is 
made  doubly  difficult  by  the  current 
turmoil  in  the  oil  business. 

McKinley  turns  to  the  screen,  his 
unprepossessing  frame  blotting  half 
the  light  from  it,  and  puts  his  hand  on 
the  image  of  the  oil  tract.  His  message 
is:  Get  out  there  and  find  oil,  find  it 
close  to  home.  That's  the  way  out  of 
our  difficulties. 

McKinley  is  not  normally  a  demon- 
strative man,  but  there  is  excitement 
in  that  hardy  southern  voice,  even 
though  the  task  has  defeated  other 
men  and  the  problems  at  Texaco  are 
deep-seated. 

When  the  time  drew  near  for  long- 
time company  architect  and  CEO  Au- 
gustus Long  to  depart  in  the  late 
1960s,  McKinley  was  merely  head  of 
the  relatively  obscure  petrochemicals 
operations.  But  he  caught  Gus  Long's 
eye.  In  the  major  reshuffling  that  took 
place  at  the  top  in  1970-72,  McKinley 
emerged  with  the  title  of  president. 

However,  long-apparent  heir  Mau- 


rice Granville  emerged  as  CEO  and 
chairman.  Granville's  eight-year  ten- 
ure is  widely,  and  delicately,  de- 
scribed as  a  "caretaker"  administra- 
tion. Certainly  he  did  very  little  to 
change  substantially  what  Gus  Long 
bequeathed  to  him:  a  vast,  elaborate 
engine  for  pumping  oceans  of  cheap, 
abundant  crude  downstream  through 
an  intricate  maze  of  refineries,  chemi- 
cal plants  and,  most  of  all,  a  50-state 
network  of  40,000  gas  stations  that 
was  easily  one  of  the  largest  in  the 
country.  The  whole  system  was  a 
monument  to  the  past,  a  past  when 
crude  oil  was  so  cheap  and  profitable 
that  nobody  much  cared  whether  re- 
fining and  selling  were  profitable.  The 
rule  was:  Get  the  stuff  and  move  it. 
Fine  for  Gus  Long's  time,  but  not  for 
the  OPEC  Seventies.  Or  the  Eighties. 

As  early  as  the  late  1960s,  the  com- 
pany's Louisiana  oil  wells,  then  its 
primary  source  of  cheap  domestic 
crude,  had  begun  to  decline.  But  never 
mind.  Through  Aramco,  Texaco  had 
plenty  of  Saudi  crude  that  cost  as  lit- 


tle as  10  cents  a  barrel  to  produce. 

By  the  time  Granville  retired  in 
1980  and  McKinley  finally  took  over, 
Texaco  had  long  since  lost  the  respect 
of  the  rest  of  the  oil  industry  and  of 
Wall  Street.  It  was  desperately  short 
of  low-cost  crude.  "Texaco  was  left 
with  a  white  elephant  system  consist- 
ing of  teakettle  refineries  and  no  great 
market  share,"  says  Barry  Good,  Mor- 
gan Stanley's  oil  analyst.  Too  many  of 
those  40,000  gas  stations  were  in  the 
wrong  markets,  he  says. 

Back  at  the  meeting,  the  slide  show 
ends.  The  Alabama-born  McKinley  is 
saying:  "In  the  U.S.  last  year  we  re- 
duced by  25%  the  manpower  that  we 
have  involved  in  manufacturing."  By 
manufacturing  he  means  refining,  and 
even  that  is  hardly  half  of  it.  He  puts 
the  man  he  elevated  to  president  of 
U.S.  operations,  55-year-old  market- 
ing veteran  James  Kinnear,  on  the 
floor. 

Texaco  has  closed  down  no  fewer 
than  7  of  22  refineries.  Three  were  in 
Europe.  Some  were  longtime  corpo- 
rate sacred  cows.  All  were  chronic 
moneylosers.  In  the  surviving  refiner- 
ies, work  rules  have  been  revamped. 
Four  plants  have  been  heavily  mod- 
ernized, with  more  improvements  to 
come,  close  to  $300  million  worth 
this  year. 

Then  come  the  gas  stations.  Texaco 
is  down  from  40,000  stations  in  the 
good  old  days  to  18,500  now.  The  "in- 
vestment stations" — where  Texaco 
owns  the  real  estate — have  been  cut 
more,  by  two-thirds,  from  11,000 
down  to  3,000.  The  new  Texaco  sta- 
tion, of  which  there  are  270  now  and 
more  coming,  is  not  a  local  garage 
with  a  smiling  "man  who  wears  the 
star."  It  is  a  huge,  impersonal  self- 
service  island.  But  competitive.  The 
3,000  investment  stations  today  sell 
more  gas  than  the  11,000  did  two 
years  ago:  48,000  gallons  a  month 
each,  close  behind  industry  leaders 
Shell,  Arco  and  Exxon.  They  were  also 
the  first  to  charge  extra  to  dealers 
when  you  used  a  credit  card,  a  lead 
most  others  have  since  followed.  No 
sentiment,  just  efficiency. 

Kinnear's  manufacturing  oper- 
ations are  not  making  money  for  Tex- 
aco, yet.  Last  year  he  held  his  losses  to 
$132  million  in  one  of  the  most  disas- 
trous markets  in  years.  McKinley: 
"When  the  industry  returns  to  profit- 
ability," he  says,  "we'll  make  money, 
if  anybody  does." 

Important  as  it  is,  manufacturing  is 
not  the  main  show.  McKinley  cannot 
stay  away  long  from  the  biggest  single 
problem  he  faces:  a  lack  of  sufficient 
crude  oil  to  feed  his  remaining  refiner- 
ies. Since  1977  Texaco's  net  oil  re- 
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serves  worldwide  have  dropped  47%, 
while  the  industrywide  average  drop 
is  only  4% .  A  severe  blow  came  when 
the  Saudis  nationalized  Aramco's 
holdings — Texaco  is  one  of  the  three 
largest  partners.  But  that  was  not  the 
only  problem:  In  1979,  just  before 
McKinley's  accession,  Texaco  had  to 
chop  its  stated  oil  reserves  25%  and 
its  gas  reserves  16%. 

Why?  Because  it  turns  out  the  oil 
and  gas  had  never  been  there  in  the 
first  place.  Managers  in  the  field  had 
been  able  to  look  like  they  were  doing 
well  when  they  weren't.  They  put  es- 
timates on  the  books,  and  those  esti- 
mates were  never  scrutinized.  When 
McKinley  took  over,  a  good  many 
heads  rolled. 

The  incorrect  estimates  cost  the 
company  dearly.  Its  overestimates  led 
it  to  enter  into  very  large  contracts 
with  utilities  in  Louisiana  to  supply 
natural  gas.  When  it  drilled  the  wells, 
at  great  expense,  the  cost  of  the  dry 
holes  was  only  the  beginning,  be- 
cause suddenly  the  company  found  it 
was  simply  unable  to  fulfill  its  con- 
tracts. So  far,  McKinley  has  had  to 
make  $1.7  billion  in  cash  settlements 
to  get  Texaco  off  the  hook.  Real  anger 
bubbles  up  to  the  technocrat's  surface 
when  McKinley  recalls  the  signing  of 
the  last  substantial  check,  in  June,  to 
Louisiana  Power  &  Light  for  $587 
million.  It  is  one  of  the  largest  single 
checks  written  to  one  company  for 
anything,  anywhere.  Serious  mis- 
takes no  longer  go  unpunished  at 
Texaco.  Today,  engineers  indepen- 
dently confirm  reserves.  Regional 
managers,  less  easily  misled,  have 
been  made  responsible  for  judgments 
that  once  were  left  up  to  headquarters 
in  White  Plains,  NY. 

Many  of  the  old  mistakes  have  been 
corrected.  But  the  central  problem  re- 
mains: Where  will  Texaco  get  its  oil? 
Last  year  it  cut  its  Saudi  purchases  in 
half.  What  had  once  been  cheap  oil 
was  now  priced  well  over  the  market. 
But  the  alternative  was  to  buy  the  oil 
and  lose  money  on  it.  The  episode 
drives  home  the  danger  of  Texaco 's 
position.  It  still  gets  at  least  30%  of  its 
oil  from  Saudi  Arabia,  60%  from  over- 
seas. Last  year  the  "Aramco  disadvan- 
tage" cost  the  company  some  $400 
million,  buying  at  $34,  selling  at  $31. 
That's  $1.50  a  share,  net,  off  earnings. 
Clearly,  Texaco  must  develop  new 
sources. 

But  where?  Even  now  Texaco  is  ex- 
ploring and  developing  in  Angola  and 
Indonesia.  McKinley  has  lawyer  Al- 
fred DeCrane,  52,  who  heads  the  for- 
eign operations,  do  a  turn  on  the  high 
earnings  potential  there.  But  it's  clear 
McKinley  is  very  aware  that  Texaco 


drills  in  such  places  at  the  whimsical 
sufferance  of  governments,  and  so  for- 
eign oil  is  not  going  to  be  the  main 
play  anymore. 

Alternative  fuels?  To  McKinley 
that  means  gas,  period.  McKinley  is 
not  kind  to  projects  like  Exxon's  $6 
billion  Colorado  oil-shale  project, 
abandoned  last  year.  "For  the  foresee- 
able future,"  McKinley  sums  up,  ever 
the  technocrat,  "such  projects  are  an 
excessively  costly  way  to  provide  se- 
cure energy  sources." 

Texaco  is  fortunate  in  a  backhand- 
ed way.  The  "caretakers"  of  the  1970s 


Again  and  again,  logic 
brings  McKinley  back  to  oil. 
He  concedes  that  conserva- 
tion has  postponed  the  day 
when  the  world  runs  short 
of  oil— but  hasn't  changed 
the  inevitability.  He  is 
quick  to  point  out  that  the 
oil  business  is  still  one  of 
the  best  there  is. 


sat  on  their  hands  while  many  other 
big  oils  rushed  to  diversify.  Most  of 
the  moves  were  dismal  failures,  a 
massive  waste  of  corporate  funds.  By 
avoiding  this  mistake,  Texaco  hus- 
banded resources  it  can  use  today  in 
the  search  for  oil. 

Meanwhile,  there  is  hardly  a 
cheaper  company  in  the  industry.  If 
all  of  Texaco,  aside  from  its  oil  and 
gas,  were  valued  at  zero,  John  S.  Her- 
old's  Tom  Tracey  calculates  that  at 
$32  per  share,  investors  would  be  pay- 
ing just  $2.35  per  equivalent  barrel  for 
Texaco's  oil  and  gas. 

It's  no  wonder  then  that  again  and 
again  McKinley's  orderly,  engineer's 
logic  brings  him  back  to  oil.  He  con- 
cedes that  conservation  has  post- 
poned the  day  when  the  world  runs 
short  of  oil — but  hasn't  changed  the 
inevitability.  He  is  quick  to  point  out 
that  the  oil  business  is  still  one  of  the 
best  there  is — even  in  the  U.S.,  where 
it  costs  an  average  of  just  over  $10  a 
barrel  to  bring  in  new  crude.  At  $30  a 
barrel,  that's  still  a  gross  profit  of 
close  to  200%.  Even  with  taxes  and 
royalties,  Texaco  makes  about  $4.50 
per  barrel  at  the  wellhead.  Next  to 
computers  and  pharmaceuticals,  that 
makes  oil  one  of  the  highest-mar- 
gined businesses  around. 

In  a  dramatic  break  with  Texaco's 
past,  and  far  ahead  of  most  of  his 
international  competition,  he  is  pre- 
pared to  spend  vast  sums  to  find 
relatively  costly  domestic  oil  at  a 
time  when  oil  prices  are  falling  all 
over  the  world.  He  has  something 


going  for  him.  With  the  oil  crisis 
hysteria  subsided,  and  with  oil  less 
attractive  as  a  tax  shelter,  drilling 
has  declined  by  58%  in  the  U.S.  Re- 
sult: a  drastic  drop  in  drilling  costs. 
Oilmen  report  that  they  can  get 
25%  more  for  a  drilling  dollar  today 
than  they  could  a  year  ago. 

Yet  extensive  drilling  is  a  gamble, 
even  if  the  cost  of  the  gamble  has 
lessened.  Not  everyone  is  convinced 
that  there  is  enough  oil  to  be  found  at 
low  enough  cost.  "Frankly,"  says 
Bruce  Lazier,  who  follows  oils  at 
Paine  Webber,  "the  prospect  of  find- 
ing oil  in  the  U.S.  is  very  dismal."  He 
means  that  a  company  of  Texaco's 
size  needs  a  discovery  on  the  scale  of 
Prudhoe  Bay  to  reverse  its  reserve  de- 
cline, and  he  thinks  high  hopes  of  that 
are  unjustified. 

Someone  points  out  that  problem 
to  McKinley.  The  eyes  flash.  "We  are 
up  to  9.7  million  acres  of  oil  leases. 
Which  is  35%  more  than  we  had  in 
1979.  Just  in  the  U.S.,"  he  says.  Last 
year,  Texaco  boasted  the  best  success 
ratio  for  wildcatting  in  the  U.S.:  43%. 
McKinley  has  already  spent  $210  mil- 
lion for  leases  in  Alaska's  Beaufort 
Sea,  getting  ready  to  hunt  for  another 
Prudhoe  Bay  there.  The  signs,  he  says, 
are  good.  He  has  joint  ventures  going 
with  smaller  independents  every- 
where in  North  America.  He  already 
has  a  major  discovery  in  the  Santa 
Barbara  channel  off  the  coast  of  Cali- 
fornia. That  is  where  the  oil  tract  is 
that  he  had  admired  up  on  the  screen, 
and  Texaco  owns  35%  of  that  play. 
"We've  already  got  three  wonderful 
wells  there,"  he  says,  suddenly  reach- 
ing for  a  map  of  the  drilling  area.  The 
whole  tract  could  produce  50,000  bar- 
rels a  day.  At  $30  a  barrel,  Texaco's 
share  would  come  to  an  estimated 
$190  million  a  year. 

McKinley  spent  almost  $2  billion 
on  exploration  and  development  in 
the  U.S.  last  year,  along  with  $2  bil- 
lion elsewhere  in  the  world.  He's  go- 
ing to  spend  about  the  same  in  the 
U.S.  again  this  year — in  the  face  of 
deep  cuts  by  other  major  internation- 
al companies.  Gulf,  for  example,  cut 
spending  by  nearly  26%  in  1982.  Shell 
trimmed  12%,  Standard  Oil  of  Cali- 
fornia 19%. 

Two  billion  dollars  is  an  astonish- 
ing amount  of  money.  It  is  as  if  the 
entire  assets  of  American  Motors 
were  to  be  converted  into  North 
American  holes  in  the  ground  and 
gathering  networks  for  them  in  a  sin- 
gle year.  And  he  plans  to  keep  up  the 
pace.  His  drilling  rigs  are  busier  than 
ever.  The  outcome  is  still  uncertain, 
but  Texaco  is  really  on  the  move  at 
last.  ■ 
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Will  We  Have 
The  Power 
To  Sustain 
Economic 
Recovery? 

By 

Warren  M.  Anderson 

Chairman  of  the  Board.  Union  Carbide  Corporation 


Electricity  —  in  ade- 
quate supply  and  at  reasonable 
cost  — is  essential  to  a  sustained 
economic  recovery  for  America. 

Electricity's  reliability  and  effi- 
ciency are  helping  to  spawn  new  in- 
dustrial processes  and  products  in 
the  energy-conscious  industrial  sec- 
tor. In  the  chemical  industry  alone, 
use  of  purchased  electricity  in- 
creased 23  percent  between  1972 
and  1980.  In  all  U.S.  industry,  elec- 
tricity's share  of  total  industrial 
energy  consumption  rose  from  23 
percent  to  33  percent  in  the  same 
period. 

Electrification  Will 
Accelerate 

This  electrification  of  industry  will 
accelerate  as  the  economy  begins  to 
recover. 

If  our  nation  is  to  avoid  short- 
circuiting  economic  revitalization. 
we  must  take  the  steps  necessary 
to  assure  the  long-term  recovery  of 


64The  industry  must  be  able  to 
undertake  programs  that  mean 
the  lowest  possible  costs  for  all 
consumers  in  the  future.  99 


the  electric  system.  That  calls  for 
rates  for  all  classes  of  customers  that 
reflect  the  actual  cost  of  providing 
service.  Keeping  rates  artificially  low 
now  means  higher  costs  for  everyone 
in  the  long  run  and  threatens  the 
financial  integrity  of  the  systems. 

We  must  avoid  the  temptation  to 
let  the  increased  cost  of  providing 
electricity  be  borne  disproportion- 
ately by  industrial  customers.  By 
requiring  industry  to  pay  more  than 
a  fair  share,  we  further  under- 
mine the  nation's  overall  economic 
well-being. 

Cost-of-service  pricing,  which 
includes  a  fair  return  to  utility  share- 
holders, will  enable  utility  manage- 
ments to  sustain  the  quality  of 


supply  at  the  least  cost  over  the 
long-term. 

It  is  ironic  that.  as^American  i 
dustry  in  general  is  being  criticia 
for  supposedly  sacrificing  long-tf 
goals  in  favor  of  short-term  resul 
we  may  be  forcing  the  foundatioi 
our  industrial  future  to  do  just  tl 

Utilities  Look  Ahead 

Electric  utilities  have  tended 
to  take  the  long-range  view.  Thai 
'farsightedness  over  the  past  cent 
has  built  for  America  the  most  efl 
cient.  reliable  and  economical  po 
supply  system  in  the  world.  In  re 
cent  years,  the  industry's  plannii 
horizons  have  been  extended  ev 
further  as  lead  times  for  new  pla 
construction  and  new  technology 
have  steadily  increased. 

Right  now.  the  electric  utility 
industry  should  be  increasing  iti 
investments  in  programs  to  mode 
ize  and  increase  efficiency  in 
existing  plants,  further  reduce  de 
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cation of  manufacturing 
processes. 


dence  on  imported  fuels,  and 
elop  new  capacity  to  meet  the 
ds  of  an  expanding  economy. 

lergy  Problems  Not 
er 

'he  recent  easing  of  demand  for 
-tricity,  combined  with  increased 
plies  of  petroleum  products,  do 
signal  an  end  to  America's 
rgy  problems.  Both  conditions 
in  large  measure  caused  by 
ere  recession.  A  strong  upturn 
ndustrial  activity  will  quickly 
erse  these  conditions, 
et  financial  constraints  are  fore- 
many  utilities  to  defer  or 
eel  needed  investments.  The 
iroximately  $164  billion  in  capital 
enditures  projected  for  the  next 
i  years  is  the  bare  minimum  re- 
red  to  keep  the  system  intact, 
s  amount  could  be  difficult  for  a 
mcially  weak  industry  to  raise, 
hi'  financial  condition  of  the 
3tric  utility  industry  has  appar- 


ently improved  somewhat  recently. 
Some  state  regulatory  commissions 
have  authorized  rates  of  return  on 
equity  investment  that  more  closely 
reflect  the  cost  of  capital.  Inflation 
and  interest  rates  have  dropped,  and 
the  general  stock  market  recovery 
has  brought  utility  share  prices 
closer  to  the  asset  values  they  rep- 
resent. Within  the  industry,  cost- 
cutting  programs  have  been  effective. 
But  much  remains  to  be  done. 


The  industry  must  be  able  to  un- 
dertake programs  that  mean  the 
lowest  possible  costs  for  all  consu- 
mers in  the  future.  There  must  be 
an  overhaul  of  the  regulatory  system 
that  now  causes  inordinate  delays 
in  building  more  efficient  generating 
plants. 

The  resulting  increase  in  overall 
energy  efficiency  and  self-sufficiency 
will  in  turn  lead  to  improved  produc- 
tivity and  a  more  competitive  posi- 


tion for  American  industry  in 
world  markets. 

Everyone  will  benefit  from 
greater  employment  opportunities, 
a  stronger  tax  base  and  a  more 
secure  America. 


Warren  M.  Anderson 


TTus  message  is  sponsored  by  the  Edison 
Electric  Institute,  ivhich  represents  the  investor- 
oivned  utilities  that  deliver  77%  of  the  nation's 
electricity. 

Participating  independent  authorities  are  not 
paid  for  these  messages.  They  believe  a  healthy 
electric  industry  is  of  critical  national  importance. 
EFJ  welcomes  your  comments. 

Edison  Electric  Institute 

The  association  of  electric  companies 

1111  19th  Street.  N.W..  Room  716.  Washington.  D  C  20036 


Improving  Productivity 


New  money  is  pouring  into  the  mutual 
fund  industry  at  the  rate  of  S3  billion  per 
month.  Unfortunately,  it's  the  trendy  stuff 
that's  selling  best. 


Category-crazy 


By  Barbara  Rudolph 


T|  hese  are  heady  times  for  mu- 
tual fund  managers.  Money  is 
virtually  tumbling  into  their 
portfolios.  Since  January  new  sales 
have  averaged  S3  billion  a  month.  As- 
sets of  all  non-money-market  funds 
now  top  S85  billion.  That's  a  record, 
up  more  than  61%  from  the  level  this 
time  last  year.  "Greed  is  returning," 
iokes  Peter  Lynch,  vice  president  and 
portfolio  manager  of  Fidelity  Group. 

And  why  not-  The  stock  market  is 
domg  well.  Interest  rates  axe  falling, 
so  money  market  investors  are  mov- 
ing their  assets  elsewhere.  Millions  of 
Americans  are  opening  Individual  Re- 
tirement Accounts,  ideally  suited  for 
mutual  funds. 

But  not  all  of  the  money  is  gomg  for 
the  tried  and  true.  Some  20%  of  the 
industry's  net  new  sales  is  moving 
mto  funds  that  are  less  than  six 


months  old.  It's  a  kind  of  extension  of 
the  fad  for  new  issues. 

Why  the  change-  It  might  be  iust  a 
successful  product  positioning.  Many 
of  the  popular  new  funds  are  geared  to 
what  the  industry  calls  "categories" 
or  "sectors."  Translation:  They  limit 
investments  to  specific  industries, 
like  technology,  or  health  sciences. 
This  kind  of  fund  is  as  old  as  the  hills 
but  was  out  of  favor  until  recently. 

"In  the  Seventies,  with  inflation, 
new  funds  were  income  oriented,  so 
we  saw  junk  bond  funds  and  option 
income  funds  evolve,"  says  Richard 
Pallan,  senior  vice  president  of  Put- 
nam Management  Co.  "Now  people 
want  basic  stocks,  but  not  in  a  cross 
section  of  industry.  They  want  to 
choose."  Adds  Fidelity  marketer  Jay 
DeMartine:  "Playing  a  sector  is  like 
picking  a  stock.  You  feel  you  have  a 
personal  stake  in  the  market." 

Evervbodv  to  his  own  taste.  There's 


Technology  trap 


Merrill  Lvnch  thundered  onto  the 
technology  scene  last  month, 
when  brokers  selling  its  Sci-Tech 
Funds  raised  more  monev  than 
anv  startup  fund  ever.  This  S836 
million  portfolio,  however,  cer- 
tainlv  won't  be  easy  to  maneuver 
into  stocks  that  are  often  thinlv 
traded — especially  when  there  are 
lots    of   other   well-heeled  new 


buvers.  Assets  of  Fidelity  's  Select 
Technology  Portfolio,  for  exam- 
ple, jumped  from  S6.5  million 
last  August  to  S208  million  to- 
day. Is  the  field  already  getting 
croyvded?  One  mutual  fund  mar- 
keter voices  the  hopeful  consen- 
sus: "There  is  a  snoyvball  effect 
here  because  the  term  'technolo- 
gy' turns  people  on."  Indeed. 


Fund 


Assets 
.millions' 


Launch  date 


Sci-Tech 

National  Telecommunications 
Alliance  Technology 
Fidelity  Select  Technology- 
Explorer 


S836 
S125 
S51 
S208 
Sl75 


March  1983 
January  1983 
March  1982 
July  1981 
December  1967 


even  the  Gaming  Sports  and  Growth 
Fund,  which  invests  only  in  casino 
and  sports-oriented  companies. 

In  Wall  Street  demand  creates  its 
own  supply — and  quickly.  Last  May 
Putnam  came  to  market  with  Health 
Sciences  Trust  Fund,  the  first  of  the 
big  category  funds.  Putnam  expected 
to  raise  SI 00  million  and  pulled  in 
S245  million.  That  was  more  than  any 
other  startup  since  the  launch  of  Ger- 
ry Tsai's  ill-fated  Manhattan  Fund, 
and  it  did  not  go  unnoticed. 

Responding  quickly,  competitors 
geared  up  several  similar  products. 
Merrill  Lynch,  in  fact,  set  a  new  rec- 
ord last  month  when  it  opened  its ; 
S836  million  Sci-Tech  Funds,  which 
invests  exclusively  m  technology 
stocks  (see  table)  Two  other  big  cate- 
gory- offenngs  are  now  in  registration: 
J.  &.  W.  Seligman  Communications  &. 
Information  Fund  will  invest  m  me- 
dia, cable  TV'  and  database  compa- 
nies, and  Putnam's  Information  Sci- 
ences Trust  will  invest  in  computer 
equipment  and  service  companies. 

As  these  upstart  funds  flourish, 
however,  old  reliable  names  like  Wel- 
lington haven't  fared  so  well.  The 


-idelitx  s  feter  L\ticv 
'Greed  is  returning.' 


S558 million  fund  pulled  m  only  SI. 4 
million  in  sales  for  lanuary  and  Febru- 
ary-. Even  worse,  cash  flow  was  a  nega- 
tive S7.8  million. 

Cycles  come  and  cycles  go,  but  in- 
vestors seem  always  to  make  the 
same  mistakes.  All  industries,  even 
technology  and  health  care,  move  in 
and  out  of  fashion.  The  hot  funds  are 
in  the  currently  fashionable  indus- 
tries, the  ones  that  are  trading  at 
historically  high  earnings  multiples. 
That's  supposed  to  be  the  time  not  to 
buy  but  to  sell.  ■ 
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[  diversification  mistake  taught  Lucky 
Stores  what  its  business  is  all  about. 


Know  your 
real  strength 


By  Ellen  Paris 


California's  Lucky  Stores,  Inc., 
the  nation's  third-largest  su- 
permarket chain,  has  always 
ad  a  clear  vision  of  its  main  business, 
ince  the  mid-Sixties,  Lucky  (1982 
lies,  $8  billion)  has  lured  shoppers 
ito  its  565  food  stores  by  offering 
isic,  no-frills  shopping.  "The  only 
hng  we've  cared  about  getting  was 
le  customer's  large  weekly  food  or- 
;r,"  says  Chairman  S.  Donley  Rit- 
ley.  That  is  why  even  today  you 
an't  see  in  Lucky  Stores  the  fancy 
elicatessen  or  bakery  sections 
lat  can  be  found  at  competitive 
alifornia  chains  like  Ralphs  and 
ons  supermarkets. 
Lucky  went  for  the  bargain  hunt- 
:s  with  an  extensive  selection  of 
:ore  brands  and  28,000-to-32,000 
mare-foot  markets  it  dubbed 
discount  centers."  Backing  its 
:rategy  with  advertising  that  fea- 
lres  shoppers  gushing,  "I  saved 
10.96  on  my  total  food  order  at 
ucky,"  it  managed  to  combine 
tpid  growth  with  margins,  on  the 
rder  of  1.7%  net  in  1978  and  1979, 
lat  were  among  the  best  in  the 
apermarket  industry. 
So  successful  was  Lucky  in  su- 
srmarkets,  in  fact,  that  in  1973  it 
ecided  to  extend  its  retailing 
tills  beyond  food.  Diversifying  by 
;quisition,  Lucky  bought  restau- 
ints,  drugstores,  family  department 
:ores,  fabric,  automotive  supply  and 
omen's  apparel  stores.  On  its  own, 
ucky  opened  specialty  sporting 
x>ds  and  discount  department 
:ores.  Today  it  is  the  nation's  sev- 
ith-largest  retailer,  getting  47%  of 
s  earnings  and  35%  of  its  sales  from 
onfood  businesses. 
But  all  is  not  clover  at  Lucky.  Last 
ear's  $92.2  million  net  income  on  $8 


billion  sales  was  off  3%  from  1981's 
$95.4  million  and  below  1979's  peak 
showing  of  $98  million  earnings  on 
only  $5.8  billion  in  sales.  Manage- 
ment, led  by  the  49-year-old  Ritchey, 
who  started  at  Lucky  32  years  ago  as  a 
part-timer,  has  been  reappraising  the 
diversification. 

It  has  been  a  humbling  experience. 
Last  June,  after  two  years  of  red  ink, 
Lucky  sold  its  Sirloin  Stockade  res- 
taurant chain — 124  self-service  steak 
houses — at  a  $4.6  million  loss.  "Ac- 
quiring that  division  was  a  mistake," 
admits  John  Lillie,  Lucky's  president. 


Lucky's  Ritchey  and  Lillie 
The  warehouse  is  the  hey  to  it. 

"We  simply  didn't  know  how  to  oper- 
ate them  very  well."  Another  mistake 
Lucky  recently  unloaded  was  13  of  its 
Washington,  D.C.-area  MEMCO  dis- 
count department  store  sites.  Lucky 
started  GEMCO  (called  MEMCO  in 
the  East)  in  1960  as  a  membership 
discount  department  store. 

Today  GEMCO  has  over  6  million 
members  with  80  stores  in  four  west- 
ern states.  But  MEMCO's  losses  have 
overshadowed  good  performance  by 


stores  in  Arizona,  California,  Nevada 
and  Texas.  Lucky  went  into  the  East 
in  1970  because,  says  Ritchey,  "We 
thought  GEMCO  was  running  out  of 
markets  in  the  West."  But  there  were 
not  enough  MEMCO  stores  in  the 
metiopolitan  D.C.  area  to  support  a 
Lucky-owned  warehouse.  So  goods 
had  to  be  bought  from  outside  whole- 
salers, thus  eroding  the  already  shaky 
margins. 

But  MEMCO  may  prove  to  be  the 
most  valuable  error  Ritchey  and  his 
managers  ever  made.  Its  problem — 
too  few  outlets  to  support  a  Lucky- 
style  warehousing  operation — was 
the  same  one  that  hobbled  some  of 
Lucky's  other  lagging  diversifications. 
So  19  of  the  sporting  goods  stores 
were  sold  in  the  past  year  along  with 
the  restaurants  and  MEMCOs. 

Ritchey  and  his  crew  retained 
Lucky's  specialty  retailing  division 
with  its  high-margined  retail  fabric 
and  automotive  supply  stores.  That 
division,  with  248  women's  apparel 
stores,  405  automotive  supply  stores  , 
184  fabric  stores  and  112  family  de- 
partment stores,  has  the  kind  of  num- 
bers that  respond  to  Lucky's  ware- 
housing and  distribution  strength. 
Specialty  retailing  last  year  contribut- 
ed 27%  of  Lucky's  total  profits  on 
only  8.5%  of  sales. 

Management's  conclusion:  There's 
nothing  wrong  with  diversification, 
as  long  as  you  use  judgment.  Lucky 
is  expanding  the  $270  million 
(sales)  automotive  division  with  76 
new  stores  this  year.  With  more 
and  more  people  doing  their  own 
auto  repairs,  explains  Ritchey, 
"We  decided  we  wanted  to  be  in  a 
major  position  in  that  market,  so 
we  made  a  series  of  acquisitions  a 
few  years  back  and  made  it  a  large 
part  of  our  business." 

The  food  business?  There  will  be 
a  few  changes:  Lucky  is  building 
six  new  supersize  stores  this  year 
(40,000  square  feet)  and  adding  a 
few  bakeries  and  delicatessen  sec- 
tions, but  only  in  affluent  areas. 
"We  still  see  our  food  business  as 
the  foundation,  but  we  are  trying 
gradually  to  shift  the  weight 
_  toward  general  merchandise,"  says 
Lillie. 

Around  Lucky's  Dublin,  Calif,  (near 
Oakland)  headquarters  these  days, 
management  likes  to  admit  that  it  has 
learned  an  important  lesson.  "We  re- 
alized that  we  just  can't  do  everything 
well,"  says  Ritchey.  But  he  might 
have  said  that  Lucky  learned  just 
what  it  does  do  best:  not  retailing,  but 
distribution,  which,  of  course  is  what 
the  supermarket  business  is  really 
about.  ■ 
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Two  cubes,  composed  of  many  smaller  cubes, 
symbolize  Allegheny  International's  structure  and 
stability.  Consumer  products  companies. 


in  blue,  and  industrial  specialties  companies, 

in  silver,  are  joined  in  the  Corporation  and  draw  upon 

its  financial  and  managerial  resources. 


The  structure  is  now  in  place. 
Allegheny  International  has  grown 
rapidly  from  a  medium-size  domes- 
tic metals  company  into  a  world- 
wide consumer  and  industrial 
products  corporation.  Today,  we 
do  business  in  35  countries,  with 
over  50,000  employees  and  sales 
of  close  to  $3  billion. 

This  remarkable  growth  was 
based  on  a  strategic  plan:  To 
achieve  balance  and  stability 
through  diversification  and 


emphasis  on  businesses  which 
are  contra-cyclical  within  the 
Corporation;  To  expand  our  in- 
volvement worldwide  in  growth 
markets  for  utilitarian,  work-saving 
consumer  products  and  high- 
technology  industrial  specialties; 
To  maintain  eauity  positions  in 
companies  which  have  significant 
growth  and  earnings  potential 
and  divest  those  which  do  not. 

Our  consumer  products  com- 
panies and  our  industrial  special- 
ties companies  both  complement 


and  strengthen  each  other.  And 
all  our  companies  benefit  from 
Allegheny  International's  financic 
resources,  and  managerial  and 
technical  skills. 

At  Allegheny  International, 
we  have  special  skills  to  meet 
special  needs  everywhere  on  the 
globe.  Our  structure  and  ourstral 
egy  have  positioned  us  to  meet 
those  needs  as  they  grow  in  the 
decades  ahead.  As  tney  grow, 
so  will  we. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


SPECIAL  SKILLS  IN 
WORK-SAVING 
CONSUMER  PRODUCTS 

Ground  the  world,  Allegheny 
nternational  companies  market 
/vork-saving  appliances  and 
Droducts  for  the  home,  kitchen, 
awn  and  garden,  as  well  as 
Droducts  for  personal  grooming, 
sports  and  fitness.  Brands  such 
ds  Sunbeam.  Oster,  Wilkinson 
Sword,  Northern  Electric  and 
Frue  Temper  are  famous  for 
quality.  ~~V1 


number  of  working  women  and 
single-person  households- 
accelerate  the  need  and  demand 
for  new,  electric-powered  work- 
saving  kitchen  devices. 

State-of-the-art  kitchen  help, 
from  Sunbeam,  Oster 
and  Wilkinson  Sword. 
Allegheny  International 
is  the  world's  larg- 
est small  appli- 
ance company. 


Their  products  range  from  state- 
of-the-art  food  preparation  appli- 
ances, such  as  rood  processors, 
to  electric  blankets,  camping 
equipment  and  golf  club  shafts. 

In  Europe,  the  orands  Rima  and 
Rowenta  hold  major  shares  of  the 
markets  for  products  ranging  from 
mixers,  electric frypans andcoffee 
makers  to  hairdryers  and  irons. 

A  tremendous  market  for  all  of 
these  brands  promises  to  grow 
even  larger  as  socio-economic 
trends— such  as  the  increasing 


SPECIAL  SKILLS  IN 
HIGH  TECHNOLOGY 

Allegheny  International  com- 
panies are  meeting  the  needs 
of  such  advanced-technology 
industries  as  electronics,  robotics, 
and  aerospace  and  defense. 
For  example,  our  system  and 

This  model  of  a  microprocessor  chip  is 
enlarged  300  times  (below  right).  An 
Allegheny  International  system  helps 
place  over  a  million  electronic  com- 
ponents on  a  single  chip,  shown 
actual  size  (below  left) . 


equipment  help  make  more  elec- 
tronic microprocessor  chips  than 
any  other  system  in  the  world. 

Our  robots  are  already  per- 
forming a  multitude  of  industrial 
tasks.  For  instance,  our  computer- 
controlled  5-Axis  welding  robot 
is  helping  to  produce  the  U.S. 
Army's  new  XM-1  tank. 

For  aerospace  and  defense, 
Allegheny  International  compa- 
nies supply  specialty  metals  and 
electronics  for  jet  engines,  rocket 
engines,  missiles  ana  spacecraft. 

Allegheny  International  is  also 
a  major  supplier  of  titanium  and 
specialty  alloys  for  the  Boeing 
767  ana  757,  the  world's  most 
advanced  commercial  airliners. 

Our  sophisticated  fire 
detection  and  suppression  sys- 
tems are  used  around  the 
globe  to  protect  ships, 
planes,  oil  rigs,  power 
stations,  computer  cen- 
ters, pipelines  and 
hospitals. 

For  more  informa- 
tion, write  us,  at  Box 
456  B,  Two  Oliver 
Plaza,  Pittsburgh, 
PA  15230. 


In  a  deep  recession,  women  spent  billions 
on  expensive  fripperies— for  more  than  su- 
perficial reasons. 


The  Cleopatra 
syndrome 


manufacturers  aiming  at  richer  cus- 
tomers have  fared  much  better.  So 
much  so  that  the  business  has  attract- 
ed some  seemingly  unlikely  competi- 
tors: big,  family  department  stores 
with  lingerie-only  catalogs;  Spiegel, 
the  mail-order  house;  and  even  stodgy 
old  U.S.  Shoe. 

Sexy  lingerie  was  around  long  be- 
fore Moll  Flanders  hit  puberty,  but  the 
current  enthusiasm  started  with 
bra-burning.  Back  in  the 
1960s,  says  Jack  Cassidy, 
president  of  Lily  of 
France  Marketing,  a  sub- 
sidiary of  Bestform,  bras- 
sieres became  a  a  symbol 
of  all  that  was  seen  as 
wrong  with  sexist  society. 
They  were  restrictive, 
cumbersome,  drab,  overly 
structured,  uncomfort- 
able apparel  meant  only 
for  women.  In  protest, 
some  women  decided  to  1 
do  without  the  bra.  That  4T 


By  Subrata  N.  Chakravarty 

Stroll  down  San  Francisco's 
chic  Union  Street.  For-rent 
signs  decorate  a  dozen  closed 
shops.  The  recession  has  ravaged  the 
health  food  stores  and  cheap  restau- 
rants. But  where  once  just  one  store 
sold  intimate  wear  for  women,  sever- 
al now  do — and  they're  doing  very 
well.  It's  the  same  all  over  the  coun- 
try. Victoria's  Secret.  Sub  Rosa.  La 
Petite  Coquette.  Wife-Mistress. 
Those  are  some  of  the  most  prosper- 
ous, recession-proof  businesses 
around.  They're  selling  underwear,  of 
course,  but  they're  also  selling  sensu- 
ousness,  fantasy  and  desirability. 

To  put  it  bluntly,  they're  selling 
sexiness. 

It  sells,  too.  Maybe  to  the  tune  of  $5 
billion  or  so  a  year  at  retail  prices,  and 
people  see  growth.  "There  has  been  an 
enormous  change  in  the  industry  over 
the  last  three  or  four  years,"  says  Be- 
atrice Coleman,  president  of  Maiden- 
form,  Inc.  "There  is  a  boom  in  the 
fashion  end  of  the  business." 

"Underwear"  long  ago  became  "lin- 
gerie," of  course.  But  now  "girdle"  has 
become  "shapewear."  Fad  and  fash- 
ion, as  distinct  from  need,  account  for 
45%  of  all  "intimate  apparel"  sales,  as 
opposed  to  only  5%  five  years  ago. 
Maidenform,  which  used  to  sell  noth- 
ing but  functional  brassieres,  now 
makes  85%  of  its  sales  in  fashion  un- 
derwear of  various  types. 

The  blatantly  sexy  factor  in  the  un- 
dies business  used  to  be  Frederick's  of 
Hollywood,  whose  advertising  in- 
trigued a  generation  of  American 
males.  But  Frederick's  actually  lost 
ground  in  the  recession;  the  sultriness 
typical  of  Frederick's  appeals  mainly 
to  customers  with  household  in- 
comes of  $25,000  or  less  a  year,  those 
hit  hardest  by  the  recession.  Fashion 


began  a  revolution  of  sorts 
"Imagine  the  impact  if  a 
whole  generation  said  they 
wouldn't  eat  hamburgers," 
says  Cassidy.  "There'd  be  no 
McDonald's." 

The  industry  languished.  The  bra 
and  other  undergarments  did  serve 
necessary  functions,  but  women  be- 
gan to  demand  more  than  function. 
They  demanded  style  and  comfort, 
and  Lily  of  France,  Maidenform  and 
others  responded  with  more  attrac- 
tive products.  Cassidy  hired  Rudy 
Gernreich  and  John  Kloss  to  design 
brassieres  that  were  sheer,  sexy,  and 
colorful  as  well — and  made  a  woman 
look  as  if  she  weren't  wearing  one. 
"The  bra  became  a  fashion  accesso- 
ry," Cassidy  says.  "We're  in  the  fanta- 
sy business.  We  made  lingerie  fun." 
It  paid  off.  Lily  of  France  grew  from 


sales  of  $3  million  (at  retail)  in  1972, 
to  over  $80  million  in  1982,  while 
Maidenform  went  from  $90  million 
(at  retail)  to  $250  million.  Sales  of 
Playtex'  traditionally  styled  bras  and 
girdles,  on  the  other  hand,  moved 
haltingly. 

With  markups  of  over  100%,  inti- 
mate apparel  has  long  profited  depart- 
ment stores.  But  basic  colors,  white 
and  beige,  used  to  embarrass  stores 
striving  for  fashion.  Now,  thanks  to 
new  fabrics  and  dyes,  lingerie  has 
been  rescued  from  store  drawers. 
Macy's  main  New  York  store  now 
devotes  over  35,000  square  feet  to  in- 
timate apparel,  displayed  in  boutiques 
with  names  like  "For  His  Eyes  Only." 

Department  store  catalogs  began  to 
present  their  wares  with  a  frankness 
previously  available  only  in  naughty 
magazines.  New  York's  trendy 
Bloomingdale's  led  the  way  with  an 
innovative  1976  catalog  entitled 
"Sighs  and  Whispers,"  featuring  mod- 
els photographed  in  an  atmosphere 
redolent  of  sex  and  sensuality.  It  was 
followed  by  Macy's,  Bullock's,  even 
Saks  Fifth  Avenue.  After  a  decade  of 
all-too-explicit  sex,  the  nuances  of 
fabric,  color  and  texture  seemed  to 
restore  the  mystery.  Not  too 
much  mystery,  of  course. 
Nipples  show  through 
the  gossamer-thin  bras- 
sieres modeled  in  the 
catalogs,  for  example.  But 
enough  goes  unseen  to  cre- 
ate a  sense  of  allure. 

"Lingerie  is  an  accesso- 
ry to  sex,"  says  Cosmopoli- 
tan Editor-in-Chief  Helen 
Gurley  Brown.  "As  wom- 
en have  become  more  as- 
sertive sexually,  sex  is  very 
available.  This  is  what  you 
wear  to  take  off  to  seduce 
and  appeal  to  a  man." 

Sexy  underwear  has  given 
women  something  to  strive 
for  in  their  diets  and  exer- 
cise classes.  "Lingerie  is  just 
like  wearing  jewelry, "  says  Brown. 
"It's  a  way  to  show  off  what  you  have, 
to  show  how  pretty  you  are. "  And,  like 
jewelry,  intimate  apparel  has  now  be- 
come a  gift  item,  spawning  a  number  of 
companies,  like  the  highly  successful 
Victoria's  Secret  (see box,  p.  79),  special- 
izing in  advising  bewildered  males  on 
the  products  that  will  best  please — and 
fit — their  ladies. 

The  number  of  adult  women  in  the 
work  force  grew  from  fewer  than  30 
million  in  1972  to  44  million  in  1982, 
adding  billions  of  dollars  to  their  dis- 
posable income.  Those  women  have 
willingly  spent  part  of  their  new  mon- 
ey on  pretty  underclothes.  Many  feel  a 
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The  way  some  companies 
control  business  forms 
just  doesn't  add  up. 

When  a  company  relies  on  each  of  its  departments 
or  divisions  to  control  its  own  forms,  it  is  missing  an 
opportunity  to  save  tens  of  thousands  of  dollars  each  year 

Lack  of  a  companywide  forms  management  system 
wastes  valuable  time,  takes  up  precious  space  and  wastes 
more  money  than  you  realize.  Proper  control  of  the  entire 
process— design,  purchase,  storage,  distribution  and  use- 
can  do  wonders  for  your  bottom  line. 

Moore  is,  by  far,  the  nation's  largest, 
most  experienced  source  of  business  forms. 
And  the  most  helpful.  Let  us  analyze  the  way 
your  company  controls  forms  and  calculate 
your  savings  potential.  Call  us  toll-free  at 
1-800-842-9000,  Extension  20. 


AA 

MOORE 


MOORE 

BUSINESS 

FORMS 


1205  Milwaukee  Ave. 
Glenview,  IL  60025 


Your  Moore 
representative 
can  add  up  some  big 
savings  for  you. 


DEMAND  WAS  GROWING.  SO  WERE  PRODUCTION  COSTS. 
INCREASED  PRODUCTIVITY  WAS  THE  SOLUTION. . . 
BUT  COULD  OUR  PEOPLE  ACHIEVE  IT? 

MAZDAS  126.4' 


Anyone  who  has  watched 
Mazda  over  the  past  seven 
years  has  witnessed  something 
out  of  the  ordinary. 

An  extraordinary  increase 
in  productivity. 

Productivity  has  risen 
126.4%  as  production  volume 
climbed  from  19.3  vehicles 
per  employee  in  1975  to  43.7 
vehicles  in  1982. 

This  dramatic  increase  was 
our  solution  to  the  problem  of 
gaining  control  of  production 
costs  which  began  to  spiral 
rapidly  upward  during  the 
mid-'70s. 

Increased  productivity  also 
allowed  us  to  satisfy  a  growing 
demand  for  our  products  in 
markets  around  the  world.  In 


By  helping  to  design  work  motion 
charts,  our  people  are  making  assembly 
line  operations  more  efficient. 

CY 1982,  this  demand  thrust 
Mazda  above  the  1.1  million- 
unit  mark  in  production,  and 
once  again  made  us  the  third- 
largest  automaker  in  Japan. 


A  MAJOR  REDUCTION 
OF  INVENTORY. 

Our  plan  to  increase  produc- 
tivity was  vast  in  scope.  Yet,  in 
essence,  it  was  but  an  effort  to 
reduce  costs  while  continuing 
to  produce  high  quality  auto- 
mobiles in  the  shortest  pos- 
sible time. 

Our  Operation  50  program 
is  one  example  of  this  effort.  It 
worked  to  reduce  our  inventor} 
of  in-process  production  parts 
and  materials  by  50%  over  a 
three  year  period.  And  con- 
tinuing efforts  have  resulted  in 
even  further  reductions  as 
inventory  has  been  trimmed 
from  6.8  days  supply  in  1975  to 
only  1.8  days  in  1982. 


INVENTORY 
REDUCTION 


MAY  1975 
6.8  DAYS 


N0V.1982 
18  DAYS 


Mazda  reduced 
inventory  73% 
since  1975. 


Inventory 
reduction 
resulted  in  a 
tremendous 
savings  in 
expenses.  It 
also  revealed 
snags  in  the 
production 
process  which 
would  have 
otherwise 
remained 
hidden.  By  eliminating  these 
snags,  we  were  able  to  achieve 
a  significant  improvement  in 
both  the  flow  of  production  and 
the  reliability  of  production- 
related  equipment. 

ANEW 
PRODUCTION  SYSTEM. 

Inventory  reduction  ushered 
in  our  new  system  of  syn- 
chronized production. 

We  no  longer  maintain 
large  inventories  of  parts  and 


directly  to  the  production 
lines  without  any  ongoing 
inspection  on  our  part. 

PEOPLE  PROVIDED 
THE  SOLUTION. 

Our  people,  workers  and  man 
agement  alike,  figure 
prominently  in  our  effort 
to  increase  productivity. 

Since  1975,  they've 
contributed  more  than 
six  million  suggestions  to 
improve  productivity 
and  quality — and  more 
than  50%  of  their  ideas 
have  been  adopted. 
Nearly  2.6  million  sug- 
gestions were  generated 
in  1982  alone.  More  than 
were  received  by  any 
other  automaker  in  Japan. 

Sixteen  of  our  people  were 
also  selected  to  spearhead 
Mazda's  MM  Operation,  a  pro- 
gram which  finds  them  work- 
ing closely  with  production 


gress  toward  this  goal. 

For  example,  our  new  Hofu 
plant,  which  began  operation . 
in  September  1982,  is  capable 
of  simultaneously  assembling 
nine  different  automobile 
body  types  in  three  different 


OLUTION 


materials.  Rather,  we  bring        I  management  in  an  ongoing 
these  forward  only  as  we  need       effort  to  spread  proven  produc- 
them,  and  schedule  them  to  tivity  methods  throughout 

the  production 
system.  And  their 
participation  has 
paid  dividends, 
both  in  terms  of 
improved  produc- 
tivity and  higher 
quality  standards. 

A  MORE 
PRODUCTIVE 
FUTURE. 


arrive  at  our  pro- 
duction lines  just 
in  time  for  the  next 
step  in  the  manu- 
facturing process. 

This  kind  of 
synchronization 
demands  tight  co- 
ordination between 
our  various  divi- 
sions, as  well  as 
between  us  and 
our  suppliers  and 
their  subcontractors.  In  fact, 
all  of  our  domestic  suppliers 
and  subcontractors  have  met 
our  standards  for  in-house 
quality  control  and  now  deliver 


AUTOMOBILE  PRODUCTION 
IN  JAPAN  IN  1982 

Maker  Units 

1  Toyota 

3,144,557 

2  Nissan 

2,407,734 

3  Mazda 

1,110,164 

4  Honda 

1,020,078 

5  Mitsubishi 

969,445 

6  Suzuki 

603,153 

7  Subaru 

513,506 

8  Daihatsu 

464,245 

9  Isuzu 

404,871 

10Hino 

61,445 

Mazda  is  Japan's 
third  largest  automaker. 

Our  goal  is  to  create  a  pro- 
duction system  that  is  capable 
of  responding  rapidly  to  shifts 
in  market  demand.  And  we've 
already  made  considerable  pro- 


Robots  improve  productivity  and 
also  relieve  our  people  of  the  more 
odious  production  tasks. 

model  variations.  And  with 
155  computer-controlled  robots, 
Hofu  clearly  represents  the 
state-of-the-art  in  terms  of 
automation  and  production 
flexibility. 

But  while  automation  has 
become  increasingly  important 
to  production  operations,  our 
people  will  continue  to  play 
the  essential  role. 

The  people  at  Mazda  are 
committed  to  producing  the 
highest  quality  products  at  the 
lowest  possible  cost,  and  in 
the  shortest  possible  time. 

And  our  126.4%  solution 
to  the  problem  of  controlling 
production  costs  is  powerful 
evidence  that  this  commitment 
is  being  fulfilled. 


FREE  1982  ANNUAL  REPORT 

We'd  like  you  to  know  more  about  Mazda. 
For  a  free  copy  of  our  1982  Annual  Report, 
just  send  your  name,  address,  city,  state 
and  zip  code  to  the  address  shown. 

Mailing  &  Marketing  Inc. 
670  North  Batavia  St.,  Orange,  CA  92668 
Attn:  Mazda  Annual  Report  Offer 


From  0  to 55,134  feet  in  exactly 
1  hour  9  minutes  and  42  seconds. 


The  most  advanced  technol- 
ogy and  materials  were 
incorporated. 

For  example,  the  pressur- 
ized cabin  was  constructed  of 
the  very  latest  composite  plas- 
tic, effecting  a  weight  saving  of 
nearly  80  percent  over  conven- 
tional materials. 

One  vital  piece  of  Julian 
Notts  equipment,  however,  re- 
mained unchanged  from  his 
1974  ascent. 

His  watch.  A  Rolex  Oyster. 
"It  came  under  the  same  close 
scrutiny  as  everything  else," 
remarked  Julian,  "but,  personal 
preferences  aside,  its  inclusion 
was  never  really  in 
doubt." 

In  1980,  in  the  early 
hours  of  a  late  Oc- 
tober morning,  in 
Denver,  Julian  Nott 
and  his  hot  air  bal- 
loon Innovation  be- 
gan the  record-break- 
ing attempt. 

Using  his  Rolex 
Oyster  to  enable  him 
to  always  match  the 
computer-designated 
optimum  rate  of  climb, 
he  rose  to  a  height  of 
55,134  feet.  A  new 
world  record. 

The  world's  top  bal- 
loonists  are  now  turn- 
ing their  attentions  to 


the  circumnavigation  of  the 
earth. 

Julian  Nott  is  one  of  them. 

"Of  course,  choice  of  equip- 
ment will  be  crucial  for  this  trip 
too,"  he  says.  "But  I'll  be  very 
surprised  if  the  first  watch  to 
go  around  the  world  by  balloon 
isn't  a  Rolex."  He  smiles. 
"Even  if  it's  not  mine." 


Julian  Nott  makes  final  pre-flight  checks. 

Nothing  inspires  a  world 
record  holder  more  than  the 
capture  of  his  world  record. 

In  1979,  it  happened 
to  Julian  Nott. 

A  competitor  soared 
to  52,000  feet  in  a  hot 
air  balloon,  exceeding 
Notts  1974  record  by 
more  than  6,000  feet. 

But  Julian  Nott  re- 
fused to  accept  defeat. 

Working  with  a 
team  of  dedicated  ex- 
perts, he  spent  13 
months  meticulously 
planning  to  regain  the 
record. 

If  he  was  to  suc- 
ceed, he  would  have  to 
pilot  his  balloon  into 
the  top  ten  percent  of 
the  atmosphere.  A 
barometric  desert 
where  freezing  tem- 
peratures, lack  of  oxy- 
gen and  virtually  non- 
existent air  pressure 
pose  a  constant  threat 
to  both  man  and  machine. 

Every  piece  of  equipment  for 
the  ascent  was  chosen  with 
agonizing  attention  to  detail. 

The  Rolex  GMT-Master  Oyster  Chronometer.  Available  in  18kt.  gold,  stainless  steel 
or  steel  and  gold  combination.  All  with  matching  bracelets. 

Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  345,  Rolex  Building,  665  Fifth  Avenue.  New  York.  N.  Y.  10022-5383. 
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The  record  since  1972. 


need  to  buy  such  products  both  as  a 
reaction  to  the  very  conservative 
clothing  they  feel  impelled  to  wear  on 
the  job  and  as  personal  reassurance 
against  the  resentment  of  male  col- 
leagues who  occasionally  have  ques- 
tioned the  femininity  of  female  com- 
petition in  the  workplace.  "In  a  period 
of  confusion  as  to  women's  roles  vis- 
a-vis men  and  the  work  situation, 
there  is  a  great  interest  in  maintaining 
femininity  in  undergarments  and  pri- 
vate clothing,"  says  Laura  Sinder- 
brand,  director  of  the  design  laborato- 
ry at  New  York's  prestigious  Fashion 
Institute  of  Technology. 

Off  the  job  it  is  also  of  interest. 
Lounge  wear,  intended  for  wear  when 
alone  or  for  intimate  entertaining  at 
home,  is  a  large  and  growing  part  of 
the  intimate  apparel  business.  One 
who  has  done  very  well  at  it  is  Josie 
:  Cruz  Natori,  who  gave  up  a  successful 
career  in  1977  as  an  investment  bank- 
J  er  for  Merrill  Lynch  to  design  elegant 
;  and  luxurious  lounge  wear  and  linge- 
rie. What  began  as  a  single  rack  of 
clothes  in  Natori's  living  room  has 
now  turned  into  an  exclusive  label 
i  that  generates  lingerie  and  lounge 
wear  sales  of  over  $10  million  at  re- 
I  tail.  Natori's  target  customer  is  the 
professional  working  woman  of  above 
average  income.  "If  you  have  to  be 
serious  during  the  day  and  prove  your- 
self all  the  time,  you  want  to  gratify 
yourself  in  the  evening,"  she  says.  "So 
you  can  go  home  and  be  Cleopatra." 

That  may  be  the  simplest  explana- 
tion of  all  for  the  boom  in  the  fashion 
end  of  the  intimate  apparel  industry.  It 
is  a  means  of  self-gratification,  of  in- 
dulgence, of  making  a  woman  feel 
beautiful,  sensuous  and  desirable,  of 
simply  feeling  good.  "A  beautiful 
nightgown  is  an  indulgence,"  says 
Carole  Hochman,  president  of  Chris- 
tian Dior  Intimate  Apparel.  "Other 
than  a  mink  coat  or  a  diamond  neck- 
lace, what  else  can  make  you  feel  as 
good? "  Or  do  it  for  as  little.  The  price  of 
luxurious  underwear  is  within  the 
reach  of  many  more  than  can  afford  a 
new  dress  or  a  bottle  of  perfume. 
"We're  selling  fantasy,  hopes  and 
dreams,"  says  Mary  McMahon,  vice 
president  and  merchandise  adminis- 
trator of  Macy's  intimate  apparel  divi- 
sion. "We  call  them  body  cosmetics. 
We  want  to  make  her  body  look  as 
I  beautiful  as  cosmetics  make  her  face." 

Anybody  can  see  your  outerwear, 
but  a  woman  chooses  who  sees  be- 
!  neath.  That  makes  lingerie  perhaps  the 
ultimate  means  of  establishing  one's 
individuality.  As  the  economy  picks 
up,  the  marketers  who  sense  what 
women  want  beneath  their  workaday 
wear  will  do  very  well  indeed.  ■ 


Secret  success 


Tlhe  boom  in  women's  linge- 
rie has  made  a  retailing  suc- 
cess for  Roy  Raymond,  36, 
founder  (in  1977)  and  president 
of  Victoria's  Secret  in  San  Fran- 
cisco. The  six-store  chain  of 
boutiques  has  doubled  its  sales 
each  year,  to  $7  million  in  1982. 
Tiny  by  retailing  standards,  but 
profit  margins  are  excellent,  re- 
portedly 10%  to  12%  pretax. 
Victoria's  Secret  reaches  afflu- 
ent customers  around  the  coun- 
try through  its  lavish  catalog. 

Raymond,  a  Stanford  M.B.A. 
with  a  bachelor's  degree  in  mo- 
tivational psychology,  was  a 
marketing  manager  for  a  wine 
company  before  he  and  his  wife 
spent  $50,000 — most  of  their 
savings — and  $30,000  of  bor- 
rowed money  to  open  the  first 
store  and  publish  the  first  cata- 
log. "I  was  frustrated  and  em- 
barrassed at  trying  to  buy  linge- 
rie for  my  wife  in  a  department 
store  setting,"  Raymond  says.  "I 
used  to  joke  about  it,  and  I  be- 
gan to  notice  that  men,  at  least, 
would  kind  of  nod  their  heads, 
as  if  they  had  had  the  same  ex- 
perience. Something  in  the  back 
of  my  mind  said,  'Aha!  This 
really  shouldn't  be  such  an  un- 
pleasant experience.'  " 

Victoria's  real  secret  lies  in 
catering  to  male  as  well  as  fe- 
male customers.  Warm  colors,  an- 
tique furniture  and  tactful  clerks 
all  work  to  create  a  less  intimidat- 
ingly  feminine  ambience  than  you 
might  expect  in  a  place  selling  fan- 
cy lingerie  and  other  bedroom 
wear.  "People  should  be  able  to 
enjoy  buying  lingerie,"  says  Ray- 
mond. "The  product  is  fun,  and  the 
whole  experience  of  choosing  it 
and  buying  it  should  be  enjoyable 
for  both  men  and  women,  either 
shopping  individually  or  for  a  cou- 
ple shopping  together." 

The  catalog,  which  fetches  half 
the  chain's  revenues,  also  aims  at 
both  sexes.  It  explains  how  to  size 
and  order  goods  and  offers  a  hot- 
line number  for  help.  Lavishly  il- 
lustrated with  photographs  of 
scantily  clad  models,  the  catalog 
nevertheless  seems  sensuous  and 
romantic  rather  than  overtly  sex- 
ual. "Elegant,"  Raymond  calls  it. 

Raymond  still  runs  the  chain, 
but  he  sold  it  last  year,  for  stock 


Victoria's  Secret  President  Roy  Raymond 
The  product  is  fun. 

worth  more  than  $1  million,  to 
The  Limited,  a  chain  that  owns 
Lane  Bryant.  Raymond  and  The 
Limited  will  open  six  new  Victo- 
ria's Secret  stores  before  June. 

The  idea  has  attracted  competi- 
tors, including  Intimique,  a  catalog 
owned  by  U.S.  Shoe.  The  best 
known,  of  course,  is  the  original 
catalog  marketer  of  racy  lingerie 
and  clothing,  Frederick's  of  Holly- 
wood, hard  hit  by  the  recession 
because  of  its  less  affluent  custom- 
ers. But  Frederick's  has  created  a 
new  division  with  its  own  chain  of 
stores  and  a  new  catalog,  both 
called  Private  Moments.  Aimed  at 
richer  customers  and  also  intent 
on  helping  men,  Private  Moments 
discreetly  ignores  identification 
with  Frederick's  of  Hollywood, 
whose  products  seem  a  bit  outre  to 
many  higher-income  shoppers.  Its 
name  aside,  the  Private  Moments 
catalog  is  almost  a  mirror  image  of 
Victoria's  Secret. — S.N.C. 
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Federal  money  is,  oh,  so  addictive.  Public 
television  is  suffering  withdrawal  pains, 
and  inflicting  them  on  its  viewers. 


Kicking 
the  habit 


By  Jeff  Blyskal 


T|  elevision  headache  number 
nine:  banks  of  telephones,  a 
tote  board.  Suddenly,  a  face  ap- 
pears and  pleads  for  money:  Reagan- 
omics  and  federal  funding  cutbacks,  it 
seems,  threaten  public  television's 
very  survival. 

Oh,  come  on  now.  The  public 
broadcasting  system  stations'  total  in- 
come grew  by  16.4%  over  the  past 


two  years,  to  a  record  $677  million  in 
1982.  And  while  the  commercial  net- 
works are  losing  viewers,  PBS'  audi- 
ence share  has  more  than  doubled,  to 
5.3%  since  1979.  Yet  the  knee-jerk 
complaining  continues.  "The  real 
problem,"  says  an  executive  at  one 
major  PBS  affiliate,  "is  that  there  are 
too  many  people  around  here  who  do 
too  much  crying  about  poverty." 

This  bellyaching  is  an  example  of 
the  addictive  power  of  federal  money, 


more  than  $780  million  to  subsidize 
public  TV  since  1969.  Through  the 
Corporation  for  Public  Broadcasting, 
Washington  provided  $115  million  foi 
public  TV  in  1982,  17%  of  total  rev- 
enues. This  handout  will  be  slashed 
by  $24  million  in  1983.  That's  what 
the  commotion  is  about. 

Consider  public  television's  total 
revenues,  however,  and  the  govern- 
ment move  amounts  to  a  mere  4% 
budget  cut.  PBS  got  another  $526  mil- 
lion last  year  from  nonfederal  sources 
Among  them:  individual  membei 
pledges  ($118  million),  state  and  local 
governments  ($180  million)  and  cor- 
porate underwriters  ($79  million). 

What's  more,  the  reduction  in  gov- 
ernment support  comes  at  a  time 
when  public  television's  ability  t< 
stand  on  its  own  is  growing.  Viewei 
contributions  are  growing  at  an  aver- 
age annual  rate  of  20%,  thanks  tc 
bigger  audiences  attracted  to  bettei 
programming.  PBS,  after  all,  is  nc 
amateur  production  operating  out  ol 
your  neighbor's  garage.  Drop  in  on  the 
popular  MacNeilLelyrer  Report  bcin^ 
taped  in  Studio  2A  at  New  York  sta- 
tion WNET.  There,  technicians  are 
putting  together — without  a  hitch— a 
program  involving  satellite  links  with 
stations  in  Washington,  Detroit  anc 


Robert  MacNeil,  Jim  Lebrer  and  Executive  Producer  Al  Vecchione 

Quality  programming  will  attract  needed  financing.  It's  bringing  MacNeil/Lehrer  $10  million  from  AT&T. 
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Kodak  introduces 
the  duplicator  that  binds! 


"The  thickness  of  the  reports 
you  can  bind  knows  almost 
no  bounds!" 


"Kodak  is  innovating  in  leaps  and  bounds! 
Automatic  in-line  book-style  binding, 
each  book  at  duplicator  speed.  Fast! 
Staples  too!  Standard  or  legal  size,  copied 
one  side  or  both  ( with  unique  single-pass 
duplexing),  with  or  without  colorful 
cover  sheets!" 


"What  Kodak  hath 
adhesive-bound  together, 
let  no  one  pull  asunder!" 


"It  was  bound 
to  happen!  Beautiful 
bound  reports!" 


"My  reports  are 
bound  to  be  better 
with  binding!" 


Talk  about  legally  binding. 
ttbinds8y2x11 
and  8l/2  x  14  paper  too!" 


"Send  the  coupon  or  call. 

We're  honor-bound  to 
send  you  on  octuol  sample 
report  bound  with  the  new 
Kodak  Ektaprint250AFB 
duplicator!" 


Call  toll-free  or  send  the  coupon. 
1  800  44KODAK  (1  800  445-6325) 


©Eastman  Kodak  Company,  1983 




Eastman  Kodak  Company.  CD33 7 7,  Rochester.  NY  14650. 


Please  send  me  a  bound-like-a-book  brochure  produced 
on  the  new  Kodak  Ektaprint  250AFB  duplicator. 

Have  a  Kodak  representative  call. 


-TITLE  _ 


_ STATE _ 


_ZIP_ 


TELEPHONE  J  L 


Sesame  Street's  Big  Bird 
Potential  for  bigger  hi 


cfc 


Salt  Lake  City.  PBS  is  the  only  broad- 
cast network  with  its  own  system  of 
transponders  on  the  Westar  IV  satel- 
lite. "We  sit  on  an  enormous  facility, 
and  there's  a  lot  of  opportunity,"  says 
Robert  MacNeil. 

Including  legitimate  opportunities 
for  making  money.  Last  month,  for 
example,  PBS  and  Merrill  Lynch 
launched  a  joint  venture  that  will 
broadcast  coded  videotext  via  satellite 
over  the  narrow  horizontal  band  you 
see  when  your  TV  picture  rolls.  In 
addition,  PBS  and  its  local  affiliates 
are  already  using  their  studios  and 
satellite  for  teleconferencing,  as  well 
as  leasing  transponder  time  for  data 
transmission.  Together,  these  busi- 
nesses generate  $1.5  million  a  year. 

That  only  scratches  the  surface. 
PBS  President  Lawrence  Grossman 
sees  good  revenue  potential  for  both 
projects.  And  there's  another  bright 
hope  on  the  drawing  boards.  It's  called 
PBS  Cable,  a  pay-program  service  that 
could  someday  produce  a  good  flow  of 
new  operating  income. 

MacNeil/ Lebrer  exemplifies  the 
growing  value  of  corporate  underwrit- 
ing. Networkwide  underwriting  is  up 
by  75%  since  1978.  Why?  Better  pro- 
gramming and  bigger  audiences  again. 
This  year  AT&T  will  contribute  $10 
million — a  one-donor  record — to 
make  MacNeil/ Lehrer  the  first  one-hour 
prime-time  news  program. 

Then  there  is  advertising.  In  a  con- 
gressionally  authorized  experiment, 
some  PBS  stations  are  running  two 
minutes  of  commercials  and  "en- 
hanced underwriting  messages"  at 


the  beginning  and  end  of  half-hour 
programs.  This  has  the  potential  for 
becoming  a  major  source  of  income. 
Public  television,  of  course,  cannot 
compete  with  networks  on  audience 
size  (2  million  to  4  million  for  a  top 
prime-time  show,  vs.  30  million  to  40 
million  for  a  top  show  on  commercial 
television).  But,  as  magazine  publish- 
ers learned  years  ago,  targeting  a  se- 
lect segment  of  the  population  is 
good,  not  bad.  Just  how  much  money 
can  PBS  expect  to  earn?  A  CPB  study 
estimates  as  much  as  $77  million. 

New  video  technology  provides  op- 
portunities, too.  PBS  already  sells  cas- 
settes of  many  programs,  and  this 
market  promises  to  grow.  Then 
there's  cable.  When  a  city  is  wired, 
the  cable  system  must  carry  all  exist- 
ing channels,  and  that  gives  the  local 
PBS  affiliate  a  clearer,  more  accessible 
signal. 

Foreign  television  is  helping  PBS, 
too — with  cost-splitting  coproduc- 
tion.  PBS  and  Britain's  Granada  Tele- 
vision, for  example,  shared  in  the  $10 
million  production  of  Brideshead  Re- 
visited, And  look  at  Tl?e  Brain,  a  more 
complex  example  of  wheeling  and 
dealing.  Jointly  developed  by  WNET 
and  television  networks  in  Japan  and 
France,  this  $8.5  million  project  will 
create  an  eight-part  TV  series,  as  well 
as  a  trade  book  and  textbook. 

There  might  be  more  money  in  li- 


censing. Companies  like  CBS'  Gabriel 
Toys  and  J.C.  Penney,  for  example, 
sell  close  to  $200  million  worth  of 
Sesame  Street  products  a  year.  They  pay 
the  standard  5%  royalty  to  the  non- 
profit producer,  Children's  Television 
Workshop.  That  cuts  production 
costs  and  thus  flows  indirectly  to  PBS 
through  decreased  program  charges. 
But  toymakers  don't  pay  a  dime  to 
promote  this  merchandise,  a  cost  sav- 
ings worth  millions.  Instead,  PBS  does 
de  facto  advertising,  for  free.  What  a 
way  to  run  a  network. 

The  situation  is  much  the  same 
when  it  comes  to  talent.  Take  the 
Cosmos  series,  produced  by  KCET  of 
Los  Angeles.  A  grant  from  Atlantic 
Richfield  and  the  sale  of  foreign 
broadcast  rights  helped  pay  most  of 
the  $8  million  production  costs.  But 
host  Carl  Sagan  also  profited  from  a 
million-seller  Cosmos  book.  Of  its 
roughly  $2-per-copy  royalties,  he  and 
others  got  an  estimated  $1.50,  while 
something  like  50  cents  went  to 
KCET.  Similarly,  financial  commen- 
tator Louis  Rukeyser  commands  lav- 
ish lecture  fees  as  a  result  of  broadcast 
exposure.  With  a  closer  focus  on  the 
bottom  line,  future  PBS  negotiators 
should  have  more  leverage  when  deal- 
ing with  on-air  personalities. 

Maybe  PBS  should  be  grateful  for 
the  federal  cutbacks  instead  of  crying 
poor  mouth  so  much  of  the  time.  ■ 


What  will  the  post-AT&T  world  be  like  for 
local  phone  executives?  Exciting,  if  they 
behave  like  Al  Gleason. 


Dial  0  for 
opportunity 


Alfred  (Al)  Gleason  were  already  hard 
at  work  when  the  AT&T  split  was 
announced  in  early  1982. 

Al  Gleason?  He's  the  53-year-old 
chairman  of  Pacific  Telecom  Inc.,  a 
$341  million  (revenues),  154,000 
hookup,  Vancouver,  Wash. -based, 
rural  phone  company,  which  is  90% 
owned  by  Pacific  Power  &  Light.  "I 
used  to  keep  myself  humble,"  quips 


By  Michael  Cieply 


T|  HE  IMPENDING  BREAKUP  of 
American  Telephone  &  Tele- 
graph has  given  rise  to  much  sol- 
emn comment  as  to  how  utility  man- 
agers will  henceforth  have  to  step 
lively  to  reap  the  manifold  opportuni- 
ties in  the  new  world  of  telecommu- 
nications. Yet  real  entrepreneurs  like 
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TOP  OF  THE  LINE 

-=  COMPUTERS  FOR  

BOTTOM  LINE  RESULTS. 

We  have  more  ways  than  one  you  can  make  the  bottom  line  look  good. 

We  have  thousands  of  proven  business  application  programs  developed  specifically  for 
Basic  Fourcomputers.  So,  you  get  more  than  computers,  you  get  solutions. 

We  have  one  of  the  top  microcomputer  systems  on  the  market— for  under  $5000.  On  up 
to  a  system  that  can  handle  as  many  as  64  terminals,  printers  and  other  peripherals.  So,  you 
can  get  the  right  computer  at  the  right  price. 

Best  of  all,  we  help  you  protect  your  investment.  Because,  as  you  expand,  you  can  add 
to  any  Basic  Four  system  by  simply  building  onto  your  existing  hardware  and  software. 

Which  is  why,  for  over  a  decade,  companies  using  Basic  Four  computers  all  over  the 
world  have  agreed:  Any  computer  system  that  can  do  this  much  for  the  bottom  line,  is  at 
the  top  of  theirs.  MAI/Basic  Four  Dept.  360,  14101  Myford  Road,  Tustin,  CA  92680. 


Pacific  Telecom  Chairman  Al  Gleason 

Making  hay  while  Bell  lumbered  through  the  courts. 


the  whimsical  Gleason,  "by  saying 
that  AT&T  is  80%  of  the  business, 
and  we're  one-half  of  1%  of  the  re- 
maining 20%." 

W-  ith  speed  and  daring  Gleason  has 
made  his  backwater  utility  the 
48%  owner  of  the  country's  second- 
largest  independent  phone  manufac- 
turer in  the  last  year.  How?  Follow 
this  if  you  want  to  see  how  Bell  oper- 
ating companies — which  will  be 
barred  from  manufacturing  phone 
equipment  yet  free  to  pursue  a  host  of 
new  ventures  (Forbes,  Aug.  2,  1982) — 
will  have  to  behave  once  they  become 
independent  in  January.  While  Bell 
was  lumbering  through  the  courts, 
Gleason's  PTI  paid  $5  million  in  late 
1981  for  a  20%  share  in  Comdial,  an 
obscure  startup  in  San  Francisco  that 
laid  claim  to  a  moneylosing  semicon- 
ductor operation  and  an  electronic 
dial  technology  that  makes  digital- 
tone  out  of  rotary  phones — still  47% 
of  the  U.S.  market  and  almost  97%  of 
Europe's— without  junking  service- 
able electromechanical  switching 
equipment  at  the  central  exchange. 

That  was  good  news  by  itself  for 
PTI,  which  figured  to  raise  its  line 
usage  by  offering  cheap  access  to  com- 
puters or  discount  carriers  like  MCI. 
Then,  in  spring  1982,  General  Dy- 
namics put  its  Stromberg-Carlson  and 
ATC  telephone  equipment  manufac- 
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The  1983 

Chrysler  Nteyv\brker  Fifth  Avenue 
complete  with  43  luxury  features 
standard-  is  the  best  luxury  car 
value  in  its  cl 


Luxury  Abounds 

The  New  Yorker  Fifth  Avenue  is  completely  equipped  wit! 
43  luxury  features  standard:  60/40  Cloth  &  Vinyl  seats  will 
Passenger  Recliner  •  Air  Conditioning  •  Automatic  Transmissioi 
•  Power  Steering  •  Power  Front  Disc  Brakes  •  WSW  Steel  Beltf 
Radials*  Premium  Wheel  Covers -Electronic  Digital  Clock  •Fron 
Torsion  Bar  Suspension  System  •  Rear  Window  Defogger  •  Du 


Based  on  sticker  prices  ot  comparably  equipped  vehicles  in  EPA  mid  sue  class  excluding  other  Chr  ysl> 


turing  units  up  for  sale.  Noting  that 
GD  had  lost  its  shirt  in  the  jam- 
packed  PBX  market  but  profited  nice- 
ly on  plain  old  phone  sets,  Gleason 
sank  another  $25  million  equity  into 
tiny  Comdial,  which  matched  the 
amount  with  a  bank  loan,  and  closed  a 
hurried  deal  for  the  $157  million 
(1982  sales)  phone-making  oper- 
ations, minus  the  high-line  losers. 

The  enviable  result:  Comdial  paid 
its  bank  debt  with  profits  and  new 
equity  in  a  short  six  months.  Comdial 
shares  have  more  than  tripled,  from  6 
to  23,  since  August.  And  the  nimble 
Gleason's  PTI  owns  almost  half  of  a 
major  supplier  to  the  Bell  Phone 
Stores  in  a  market  that  should  triple 
over  the  next  two  years.  PTI  shares 
also  have  increased,  from  6  to  about 
22,  in  the  last  12  months,  with  a  re- 
spectable 13  multiple  and  the  highest 
market-to-book  value  among  tele- 
phone independents. 

Fast  work,  and  nice  work.  But  Glea- 
son, a  34-year  utility  veteran  who 
worked  his  way  up  from  the  mail- 
room  of  the  old  California-Oregon 
Power  Co.  (now  absorbed  by  Pacific 
Power  &  Light),  had  compiled  a  track 
record  long  before  1982.  PTI's  earn- 
ings have  grown  at  a  22%  compound 
rate  for  five  years,  and  last  year  its 
return  on  equity  was  18%,  with  debt 
at  40%  of  capitalization. 


The  company  got  its  start  28  years 
ago  in  the  Columbia  River  fishing  vil- 
lage of  Ilwaco,  Wash.,  where  banker 
Norman  Howerton  and  family  doctor 
Lewis  Neace  got  tired  of  muddling 
along  with  16-party  lines.  Instead  of 
complaining,  the  pair  sold  stock  to 
family  and  friends,  thus  building  by 
1973  a  miniconglomerate  called  Tele- 
phone Utilities  from  a  collection  of 
mom-and-pop  companies  that  were 
ignored  by  Bell.  Meanwhile,  Gleason, 
who  made  his  mark  by  goading  Pacific 
Power  &.  Light  into  marketing  its 
huge  coal  reserves  for  added  profit 
(Forbes,  Oct.  27,  1980),  was  charged 
with  disposing  of  two  phone  compa- 
nies that  had  come  to  PPL  with  a 
power  acquisition. 

Shrewdly,  Gleason  spotted  those 
companies  as  "little  gold  mines" 
because  scattered  rural  properties 
have  high  toll  use.  Why  sell?  Instead, 
he  urged  PPL  to  beef  them  up  by  ac- 
quiring a  majority  interest  in  Tele- 
phone Utilities,  rechristened  Pacific 
Telecom,  in  1982. 

"I  fell  in  love  with  it,"  confesses 
Gleason,  who  resigned  a  Pacific  Pow- 
er staff  vice-presidency  in  1977  in  fa- 
vor of  a  modest  hutch  at  PTI  head- 
quarters in  sleepy  Vancouver.  In  1979 
he  persuaded  PPL  to  acquire  for  $210 
million  RCA's  Alascom — a  tiny  ver- 
sion of  AT&T  that  provides  long-dis- 


tance and  local  communications  in 
Alaska — and  then  horse-traded  Tele- 
com shares  to  the  parent  in  exchange 
for  the  property.  Alaskan  toll  traffic 
grew  23%  to  25%  annually  through- 
out the  recession — even  to  support 
the  $90  million  satellite  Alascom 
launched  last  December.  Moreover, 
PTI  has  managed  to  gain  from  the 
dread  "bypass"  phenomenon  by  help- 
ing to  build  and  service  Arco's  private 
communications  network. 

To  date,  Gleason  has  invested  $60 
million  in  a  scattering  of  Comdial- 
like  startups,  with  another  $125  mil- 
lion available  if  PTI  stretches  its  debt 
ratio  to  the  50%  level  common 
among  phone  utilities. 

Where  could  that  string  of  invest- 
ments lead?  Gazing  down  at  the  lazy 
midday  traffic  on  Vancouver's  Main 
Street,  Gleason  casually  mentions 
that  Muzak  was  slowing  down  when 
Westinghouse  acquired  the  music 
packager  along  with  Teleprompter  in 
1981.  "We  have  a  complete  recording 
studio,"  adds  Gleason,  broad-beamed 
and  solid  as  a  football  guard.  "And  our 
satellite  footprints  all  50  states."  His 
phone  company  has  no  current  plan  to 
compete,  adds  Gleason,  "but  that 
could  change  tomorrow.  Maybe  West- 
inghouse won't  measure  up."  Whoev- 
er called  utility  managers  sleepy  nev- 
er met  Al  Gleason.  ■ 


note  Mirrors  •  Warning  &  Interior  Light  Packages  •  Padded 
dau  Vinyl  Roof  •  and  30  additional  luxury  features. 

5  Year/50,000  Mile  Protection  Plan** 

One  more  feature  is  standard  at  ho  charge:  Protection, 
r  engine,  drive  train  and  transmission  are  protected  for  5 
rs/50,000  miles,  and  the  entire  outer  body  is  protected 
inst  rust-through  for  the  same  period.  See  dealer  for  details. 


40  Page  Car  Buyer's  Digest 

See  your  Chrysler  Plymouth  dealer  for  your 
free  copy  or  send  250  with  your  name  and 
address  to:  Car  Buyer's  Digest,  RO.  Box  02743, 
Detroit,  Ml  48202.  buckle  up  for  safety' 

We've  re-engineered  the  American,  luxury  car. 

Thf  NiwChrysilr Corporation  Quality  En&bscfredTo  Be  The' Best 


ichever  comes  first  Limited  warranties  Deductible  may  be  required 


Out  in  the  West,  where  entrepreneurs  roam,  there  is  more  action 
in  a  once  fusty  industry  than  in  RAMs  or  ROMs  or  double  helixes. 
The  latest  cottage  industry?  Banking. 


Mom-and-pop  banks 


New  wave(s) 


Now  that  nearly  anyone  with  sufficient  capital,  management  and  a 
business  plan  can  open  a  national  bank,  entrepreneurs  are  swarming 
into  independent  banking.  The  idea:  Build  up  and  sell  out  to  larger 
banks  or  foreign  interests.  The  trend  is  overheating  in  California, 
where  so  far  this  year  four  small  banks  have  failed.  Meanwhile,  liberal 
changes  in  California  savings-and-loan  laws  are  encouraging  a  new 
wave  of  startups— independent  S&Ls. 
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By  John  Merwin 


With  de  facto  interstate 
banks  and  other  financial 
conglomerates  dominating 
the  landscape,  one  would  not  think 
little  banks  had  much  of  a  future. 
Certainly  not  much  more  than  mom- 
and-pop  hamburger  stands  had 
against  McDonald's. 

But  don't  tell  that  to  banker-entre- 
preneurs in  Texas  or  California.  There 
independent  banks  are  sprouting  like 
weeds.  Last  year  the  Comptroller  of 
the  Currency  approved  189  national 
bank  charters.  Half  were  in  Texas  or 
California.  In  January  alone,  doors 
swung  open  at  an  unprecedented  21 
new  independent  banks  in  Texas.  Cal- 
ifornia currently  lists  327  banking 
concerns.  But  another  127  are  either 
in  the  charter  application  process,  or 
already  okayed,  awaiting  final  approv- 
al to  open  the  cages  and  drive-in  win- 
dows. All  of  this  is  happening  in  Cali- 
fornia, where  the  megabanks,  such  as 
Bank  of  America,  are  pruning 
branches,  citing  high  "brick  and  mor- 
tar" costs. 

The  boom  is  being  powered  by  sev- 
eral sources.  In  Texas,  bank  holding 
companies  bought  70  small  banks  last 
year,  making  hundreds  of  investors 
fat  and  sassy,  ready  to  roll  over  their 
profits  into  new  startups.  Out  West, 
California  buyers  are  foreign  groups, 
striving  for  a  toehold  in  what  general- 
ly is  regarded  as  the  nation's  most 
attractive  banking  market.  Prices 
have  ranged  up  to  three  times  book, 
though  twice  book  is  more  common. 
In  California  there  is  hope  of  later 
selling  out  to  interstate  bank  behe- 
moths, once  legal  barriers  are  entirely 
removed. 

The  important  third  power  source 
is  in  Washington,  at  the  Comptrol- 
ler's  office,   where   national  bank 
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ince  color. 


Your  everyday  television 
set  is  about  to  become  com- 
puter-like. 

And  it  will  be  doing  some 
very  un-television-like  things. 

It's  all  due  to  the  item  you 
see  here— a  sophisticated  set 
of  eight  semiconductor  chips 
developed  by  the  people  of 
ITT. 

These  tiny  chips  will 
replace  some  350  parts  in 
today's  television  set. 

Using  the  latest  in  digital 
technology  ("digital"  being 
the  language  of  computers), 


they  will  be  able  to  provide 
astonishingly  clear  pic- 
tures (clearer  than  anything 
any  TV  had  before).  As 
well  as  superb,  new  sound 
quality. 

You'll  also  be  able  to  have 
two  channels  on  your  TV 
screen  at  once.  Finding  out 
how  your  stock  did  on  one 
channel,  for  example,  while 
you  watch  the  late  news  on 
another. 

With  this  new  kind  of  TV, 
it  will  be  easy  to  shop  at 
home.  You'll  just  punch  up 


your  purchase  on  a  keyboard, 
selecting  from  a  catalog  on 
the  TV  screen. 

Your  TV  set  will  even  be- 
come part  of  a  home  security 
network— allowing  you  to 
have  surveillance  over  your 
whole  property  at  the  touch 
of  a  finger. 

ITT  is  making  these  chips 
available  to  various  television 
manufacturers,  who  will  be 
marketing  their  own  "digital" 
TV  sets  in  the  near  future. 

It's  a  television  worth 
watching  for. 


The  best  ideas  are  the 
ideas  that  help  people. 


ITT 
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Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

AMPAD 


charters  are  being  approved  for  virtu- 
ally anyone  with  sufficient  capital,  a 
decent  operating  plan  and  a  team  of 
respectable  bankers.  That's  a  result  of 
deregulation. 

The  latter  is  a  mixed  blessing.  Until 
several  years  ago,  recipients  of  nation- 
al bank  charters  were  protected  from 
competition  for  several  years.  No 
neighboring  startup  would  be  ap- 
proved without  demonstrating  "eco- 
nomic need"  for  a  nearby  bank.  "We 
had  such  a  beautiful  regulated  deal  in 
banking,"  muses  a  wistful  Gerry 
Findley,  dean  of  California's  bank 
consultants.  "Only  a  fool  could  lose 
money.  But  that's  all  changed." 

Listen  to  Ron  Steinhart,  a  man  who 
built  and  sold  several  independent 
banks  but  who  has  now  forsaken  the 
entrepreneurial  life  and  is  president  of 
Lnterfirst  Inc.,  Texas'  largest  bank 
holding  company.  "I'd  think  twice  be- 
fore doing  it  again,"  says  Steinhart. 

More  than  greed  is  in- 
volved. There's  ego.  it's  nice 
to  refer  business  associates 
to  "my  little  bank."  As  USC 
professor  and  startup  con- 
sultant Henry  Cheeseman 
puts  it,  "Everybody  wants 
to  start  two  things  in  life. 
One  is  a  restaurant.  The 
other  is  a  bank." 


"With  deregulation,  these  banks  no 
longer  have  a  franchise  to  sell.  A  hold- 
ing company  can  open  next  door. 
Also,  little  banks  don't  have  cheap 
deposits  to  offer  acquirers.  Rate  dereg- 
ulation means  most  of  those  old, 
cheap  deposits  now  draw  market  in- 
terest rates."  Another  Texan,  Jerry 
Ford,  who  owns  controlling  interest 
in  nine  rural  west  Texas  banks,  says 
he  is  reexamining  the  future  of  his 
investment,  pressured  by  big  city  and 
out-of-state  competition  for  his  low- 
cost  country  deposits. 

In  California,  the  inevitable  after- 
math of  an  overheated  trend  is  already 
visible.  Several  independent  banks 
were  shuttered  recently  in  southern 
California,  victims  of  the  reckless- 
ness that  comes  with  "easy  money." 
At  a  Newport  Beach  bank,  big  deposi- 
tors were  offered  free  limousine  ser- 
vice and  gourmet  dining.  In  what  ob- 
servers called  "sweetheart  lending," 
half  of  the  trendy  bank's  loans  were 
"classified"  by  examiners  before  clos- 
ing the  bank.  Another  atmospheric 
hazard:  Small,  new  banks  are  vulner- 
able to  a  single,  unforeseen  blow.  A 
suburban  Dallas  bank  with  assets  of 
$30  million  closed  last  year  after  a 
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nnouncing  the  end 

of  the 
isolated  employee. 


eople  have  always  worked  better  when  they 
3uld  communicate.  So  why  should  they  have  to 
ut  up  with  work  stations  that  are  isolated? 

Compucorp  doesn't  think  they  should.  That's 
/hy  Compucorp  invented  OmegaNet."  It's  a  local 
rea  network  that  allows  you  to  connect  your 
iiformation  processing  work  stations  together  in  a 
Ingle  system.  What  goes  in  one  terminal  can 
ome  out  another.  Your  work  stations  can  share 
iiformation  from  common  files.  And  they  can 
aare  common  resources,  such  as  printers, 
t  OmegaNet K  can  utilize  Compucorp  s  own  Data 
ase  Management  System,  one  of  the  most  sophis- 
cated  software  systems  ever  developed.  You  can 
nd  individual  records  in  a  flash -even  if  there  are 
:ns  of  thousands  of  them.  It  makes  very  complex 
iisks  very  simple  to  achieve.  And  with  our  com- 
auriication  packages,  you  can  connect  your  work 
rations  to  most  brands  of  main  frame  computers. 
:  Compucorp 's  745  diskless  work  station  -  specifi- 
illy  designed  for  OmegaNet"  -  is  less  costly  than 
,iany  other  work  stations.  And  all  Compucorp 


OmegaNet* 
from  Compucorp 


information  processors  can  operate  as  part  of 
OmegaNet? 

Compucorp  was  rated  Number  One  in  the 
National  Datapro  survey  of  word  processor  users 
in  both  1981  and  1982.  Now  the  people  at 
Compucorp  have  applied  their  award-winning 
technology  to  their  network.  For  more  informa- 
tion about  OmegaNet®,  send  in  the  coupon  today. 


————————————— —————— ^ 

In  California 

1-800-556-1234  1-800-441-2345 


Ext.  28 


Ext.  28 


Compucorp 

2211  Michigan  Avenue.  Santa  Monica,  California  90404 

-i  Please  send  me  more 


• — 1  Please  have  a  Compucorp  Representative 
1  I  call  me  to  discuss  OmegaNet 


information 
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Even  Your  Closest  Associates 
May  Not  Tell  You  About 

THE  CAYMANS 

Can  you  blame  them? 

Would  you,  if  you  had 
discovered  three  serenely 
peaceful,  unspoiled,  uncrowded 
islands,  where  the  annual  mean 
temperature  is  82,°  with  the 
longest  unbroken,  white  sand 
beaches  in  the  Caribbean, 
where  you  can  completely  relax 
secure  in  the  knowledge  that 
you  are  in  a  300-year-old 
British  Crown  Colony  with  all 
the  English  traditions  of  civility 
and  service? 

Yet  only  an  hour's  flight 
from  Miami.  A  little  longer  from 
Houston  on  Cayman  Airways. 

No  casinos.  No  lavish  stage 
shows.  No  highrises. 

Just  an  ocean  so  clear  and 
clean  you  can  snorkel  over  coral 
forests  and  see  old  wrecks 
fathoms  below.  An  incredible 
underwater  wonderland  for 
scuba  divers.  Probably  the 
best  bone  fishing  in  the  world 
on  the  Little  Cayman  flats. 
And  Cayman  boat  Captains, 
renowned  for  knowing  where 
the  big  ones  are  biting. 

For  families  and  friends, 
beautiful  efficiency  apartments 
are  available  for  a  modest  rental. 
Comfortable  hotels.  Luxurious 
villas.  Several  plush  clubs. 

Good  travel  agents  know 
about  the  Caymans.  Or  write 
or  call  (305)444-6551. 


Cayman 


Islands 


Department  of  Tourism 


250  Catalonia  Ave. 
Coral  Gables.  FL  33134 


$5.7  million  check-kiting  loss  was 
uncovered,  allegedly  involving  a  di- 
rector's spouse,  wiping  out  the  bank's 
$3  million  in  capital.  Insured  deposi- 
tors don't  lose  money  in  these  clos- 
ings, and  often  shareholders  eve'n  re- 
cover much,  if  not  all,  of  their  original 
investment. 

But  failures  are  still  the  exceptions 
in  the  small-bank  explosion.  Most  are 
faring  well.  That  is  why  potential 
bank  owners  are  still  queueing  up  at 
the  Comptroller  of  the  Currency's 
window,  hoping  for  a  charter  followed 
by  an  8-to-l  payoff  at  sellout  (see  box, 
p.  94).  More  than  simple  greed  is  in- 
volved. There's  ego.  It's  nice  to  refer 
business  associates  to  "my  little 
bank."  As  University  of  Southern 
California  professor  and  startup  con- 
sultant Henry  Cheeseman  puts  it, 
"Everybody  wants  to  start  two  things 
in  life.  One  is  a  restaurant.  The  other 
is  a  bank." 

Why  are  most  of  these  little  banks 
prospering?  Simple  market  econom- 
ics: They  fill  a  need.  To  their  target 
customers,  wealthy  individuals  and 


small  businesses,  the  small  banks  of- 
fer fast  loan  decisions  and  continuity 
of  service.  Loan  officers  don't  come 
and  go  as  quickly  as  they  customarily 
do  at  big  banks.  Bank  of  America  has 
countered  by  cutting  out  cumber- 
some committees  for  many  loans  and 
by  raising  compensation  for  officers. 
Even  so,  little  banks  are  slipping  into 
the  market  with  entrepreneurial  flare. 
Some  are  hiring  commissioned  sales- 
men to  gather  mortgages  from  real 
estate  brokers  or  escrow  companies. 
Others  dispatch  couriers  to  pick  up 
doctors'  deposits. 

Starting  a  new  independent  bank 
isn't  difficult,  with  the  help  of  one  of 
California's  thriving  community  of 
bank  consultants.  The  largest  is  Ed 
Carpenter  &  Associates,  which  has 
100  employees  dealing  with  two- 
thirds  of  the  state's  banks.  Carpenter 
will  make  presentations  at  capital- 
raising  affairs,  file  personal  biogra- 
phies and  financial  statements,  draw 
up  a  business  plan,  help  find  a  presi- 
dent, select  a  site  and  later  sit  in  on 
board  meetings,  advising  on  current 


Love  seats,  box  springs  and  banking 


Since  his  family  founded  the 
company  in  Bakersfield  64 
years  ago,  West  Coast  retailer 
Richard  McMahan,  owner  of  the 
73-store  McMahan  Furniture 
chain,  has  been  selling  sofas,  beds 
and  chairs  on  credit — lending  the 
company's  capital  to  the  store's 
100,000  installment  loan  custom- 
ers. Several  years  ago  he  realized 
that  he  was  as  much  banker  as 
merchant  and  decided  that  it  made 
a  lot  of  sense  to  take  the  plunge 
into  consumer  banking,  accepting 
deposits  and  making  car,  boat  and 
home  improvement  loans. 

The  U.S.  Comptroller's  office,  is- 
suer of  national  bank  charters,  en- 
thusiastically agreed.  It  commis- 
sioned McMahan  Furniture  to  en- 
ter bona  fide  consumer  banking,  in 
what  may  be  a  model  for  the  "spe- 
cialized" independent  branch  bank 
of  the  future. 

In  mid-April  McMahan  opened 
his  first  branch,  Western  Family 
Bank,  in  Carlsbad,  Calif.,  30  min- 
utes north  of  San  Diego.  Within 
five  years  he  hopes  to  open  full 
branches  in  1 5  of  his  stores,  while 
scattering  automated  teller  ma- 
chines among  the  chain's  other  in- 
state locations. 

The  key  to  success  in  consumer 
banking,    McMahan    knows,  is 


holding  costs  low  enough  to  profit 
from  thousands  of  small  accounts. 
Burdened  by  building  expenses  and 
high  transaction  costs,  many  small 
banks  have  pulled  away  from  this 
end  of  the  business,  while  larger 
banks  are  infuriating  customers 
with  long  lines  and  hefty  fees. 
McMahan  must  make  consumer 
banking  work  because  his  novel 
charter  prohibits  commercial  or 
corporate  lending. 

He  does,  however,  have  a  decent 
chance  of  success.  "We're  already 
recognized  by  many  families  as 
somebody  they've  trusted  for  sev- 
eral generations,"  explains  McMa- 
han. "We  are  conveniently  situat- 
ed and  will  keep  our  banks  open 
regular  furniture-store  hours,  six 
days  a  week,  including  Friday 
nights  till  nine." 

By  establishing  banks  inside  his 
stores,  McMahan  will  have  low 
"brick  and  mortar"  costs,  and  the 
company  already  holds  credit  his- 
tories on  100,000  customers.  "If 
we  do  realize  the  economies  we 
anticipate,"  says  McMahan,  "we 
should  be  able  to  provide  more 
banking  services  for  less  fees." 

And  if  a  checking  account  cus- 
tomer should  take  a  fancy  to  a  new 
coffee  table,  McMahan  wouldn't 
argue  either. — J.M. 
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Is  life  insurance 
becoming  a  business  of  fads? 


Will  the  life  insurance  policy  you  buy  in 
1983  look  old-fashioned  in  1989? 

It  depends.  And  it  depends  mostly  on 
interest  rates.  No  one  knows  what  they'll  be. 

Even  so,  some  life  insurance  companies 
are  promoting  new  interest-sensitive  policies 
while  disavowing  the  virtues  of  more  tradi- 
tional policies. 

USLIFE  believes,  however,  that  a  life 
insurance  customer  must  have  a  clear  choice. 
Which  is  why  we'll  continue  to  offer  one  to 
our  customers  and  to  our  sales  force. 

It's  a  choice  that  includes  interest-sensitive 
policies  like  our  new  INNOFLEX*  series  and 
traditional  policies  like  Business  Whole  Life 


and  Executive  85.  And,  we'll  keep  developing 
new  products  that  are  not  merely  passing  fads, 
but  innovations  designed  to  last  a  lifetime. 

Offering  clear  alternatives  in  today's  econ- 
omy is  a  safe  position  to  play  for  a  company 
like  USLIFE.  But  we  couldn't  have  become  one 
of  America's  largest  life  insurers  in  16  years 
just  by  playing  it  safe.  We  listened  to  what 
people  want. 

What  can  USLIFE  offer  you?  Just  call  the 
company  nearest  you.  If  you  prefer,  contact 
Dept.  M,  USLIFE  Corporation,  125  Maiden  Lane, 
New  York,  NY  10038.  Phone:  212-709-6226. 

We'll  sell  you  life  insurance  that  isn't  a  fad. 
But  forever. 

'Not  yet  available  in  aJl  states. 


LM.IFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies:  The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401  •  Great  National  Life,  Dallas,  TX  214-357-1861 
Old  Line  Life,  Milwaukee,  Wl  414-271-2820  •  All  American  Life,  Chicago,  IL  312-399-6500 
Lincoln  Liberty  Life,  Des  Moines,  IA  515-225-2000 


trends.  The  cost:  about  $40,000,  up  to 
door  opening. 

The  toughest  part  is  finding  a  com- 
petent president  and  a  board  of  direc- 
tors who  can  get  along.  On  average, 
independent  bank  presidents  survive 
about  three  years.  Says  Richard  Boyle, 
president  of  southern  California's  Pio- 
neer Bank,  "The  board  consists  of  en- 
trepreneurs who,  because  they've 
been  successful  in  their  own  busi- 
nesses, think  they  can  run  the  bank. 
And  what  do  you  think  their  impres- 
sion of  a  banker  is  in  the  first  place? 
Entrepreneurs  figure  they  can  do  a  lot 
better  'than  one  of  those  idiots.'  " 
That's  okay  with  Carpenter  and  Find- 
ley,  who  run  bank-president  head- 


In  his  well-appointed  office  in 
Fountain  Valley,  Calif.,  Orange 
Bancorp  President  Lawrence 
Holmes  points  to  a  framed  photo- 
graph of  a  woodsy  scene  in  Ver- 
mont. "This  is  the  land  we're  going 
to  build  on,"  says  the  self-assured, 
37-year-old  Holmes,  already  con- 
templating a  family  return  home 
from  southern  California. 

Holmes,  typical  of  a  new  breed  of 
entrepreneurs  who  have  set  up  in- 
dependent banks  in  California  and 
Texas  (see story),  isn't  talking  about 
retiring  but  about  selling  Orange 
Bancorp  a  few  years  hence  at  an  8- 
to-1  or  better  payoff. 

What  makes  him  think  he  can  do 
it?  Partly  contempt  for  the  compe- 
tition. A  talkative,  carefully 
groomed,  high-achiever  type, 
Holmes  explains  how  he  got  into 
banking:  "I  needed  a  few  more  job 
interviews  to  fill  up  my  card  after 
finishing  an  M.B.A.,"  he  says,  "so  I 
signed  up  for  several  bank  inter- 
views. I  was  unimpressed  with  all 
of  the  senior  people  I  met  at  the 
banks.  So  I  figured  there  ought  to  be 
a  lot  of  opportunity  in  banking." 

After  working  stints  at  two  large 
California  banks  and  smaller  inde- 
pendents, Holmes  pulled  together  a 
group  of  organizers  and  founded 
Bank  of  Orange  County  with  $2.8 
million  capital— $100,000  from 
each  of  nine  founding  directors, 
plus  capital  from  other  investors. 
With  retained  earnings  and  a  recent 
stock  offering,  Holmes  figures  to 
build  that  to  $14  million  by  1987 
and  then  sell  out  to  a  foreign  buyer 
or  perhaps  an  expanding  interstate 
bank  for  a  lofty  3  times  book  value, 
or  more  than  $40  million. 


hunting  firms  on  the  side. 

Though  the  line  of  bank  charters 
remains  long,  the  next  financial  de 
novo  wave,  savings  and  loans,  already 
is  in  sight.  Recently  California  be- 
came the  first  state  to  lift  restrictions 
on  S&L  lending  and  investment, 
throwing  wide  the  door  for  a  dynamic 
new  generation  of  thrifts,  perhaps  an- 
other important  California  trend  des- 
tined to  spread  east.  While  only  45 
state  S&L  charters  were  granted  dur- 
ing the  last  two  years  in  California, 
today  77  applicants  have  charters  in 
hand  or  are  waiting  approval.  Not 
only  are  entrepreneurial  types  filing 
for  charters,  but  major  industrial 
companies  and  utilities  also  are  ex- 


There's  no  denying  he  has  made 
a  good  start.  Principally  serving 
small  businesses  and  wealthy  indi- 
viduals, Bank  of  Orange  County's 
1982  deposits  grew  to  $53  million, 
a  52%  increase  over  its  first  full 
year  of  operation.  His  accounts  car- 
ry large  checking  balances  but  also 
borrow  heavily. 

And  not  all  of  those  accounts  are 
local.  Last  year  30%  of  Orange's 
deposits  came  from  the  newly 
opened  Los  Angeles  office. 
Holmes,  after  forming  a  holding 
company,  has  also  acquired  a  Long 
Beach  thrift  and  loan  and  plunged 
into  Silicon  Valley  with  a  half- 
owned  San  Jose  subsidiary,  Bank  of 
Northern  California.  He  reckons 
that  setting  up  beachheads  in  both 
ends  of  the  state  will  make  Orange 
Bancorp  attractive  to  the  eventual 
buyer. 

What  could  happen  to  upset 
Holmes'  neat  schedule?  Plenty. 
California  bank  consultant  Gerry 
Findley  points  out  that  banks 
growing  more  than  25%  annually, 
after  the  third  year  often  make 
mistakes  that  only  surface  several 
years  later.  Of  17  such  rapid- 
growth  banks  in  a  recent  Findley 
study,  "All  17  developed  serious 
problems,"  he  says. 

Such  things  happen  to  other  peo- 
ple, shrugs  the  ever-confident 
Holmes,  who  now  is  approaching 
the  critical  three-year  mark.  "Inde- 
pendent banks  fail  today  solely  be- 
cause of  bad  management,"  he 
says.  "So  few  independent  bank 
presidents  are  any  good  that  if  they 
were  in  any  other  industry,  they 
would  probably  be  unemployed." 
Success?  Or  pride  goeth  .  .  .  ? — J.M. 


pected  to  sweep  into  California  to  ex- 
periment at  building  what  some  think 
will  be  the  S&L  of  the  future. 

Under  new  California  law,  S&Ls 
are  no  longer  restricted  principally  to 
mortgage-making.  With  permission 
from  the  state's  S&L  department,  an 
S&L  can  take  equity  positions  in  most 
anything,  from  real  estate  develop- 
ment to  common  stock  or  franchise 
food  outlets.  "California  is  now  to  the 
S&L  industry  nationwide  what  the 
state  has  been  to  high  tech,"  says  con- 
sultant Henry  Cheeseman.  "Entrepre- 
neurs are  getting  into  S&Ls  here  be- 
cause, for  the  first  time,  S&Ls  are 
operating  in  a  free  market  economy. 
This  is  a  new  S&L  industry." 

Compared  with  banks,  California 
S&Ls  offer  several  advantages.  They 
require  less  capital  to  start,  $2  million 
versus  $4  million  to  $5  million  for  an 
urban  bank.  S&Ls  can  leverage  them- 
selves 175%  more  than  banks,  taking 
in  $33  of  deposits  for  every  dollar  of 
capital.  And  S&Ls  have  broad  invest- 
ment powers. 

Consider  this  not-so-theoretical  ex- 
ample. A  major  oil  company  charters 
a  California  S&L  capitalized  at  $2 
million.  It  leverages  conservatively, 
taking  in  $40  million  of  deposits.  The 
S&L  covers  interest  costs  and  over- 
head by  lending  out  $30  million  ini 
13%  mortgages,  leaving  $10  millioni 
to  invest  in  real  estate,  oilfield  equip- 
ment leasing  or,  perhaps,  exploration. 
For  the  oil  company,  paying  9%  today 
on  deposits  is  cheaper  money  than  it 
can  obtain  elsewhere,  and  an  S&L 
pays  little  in  taxes.  Raise  the  initial 
capital  to  $25  million  and  we're  talk- 
ing about  $125  million  for  nonmort- 
gage  equity  investing.  Consultant 
Carpenter  says  within  the  next  year 
he  will  bring  forth  a  major  oil  com- 
pany and  a  major  utility  to  test  the 
waters. 

"You  tell  me  what  a  corporation 
could  do  with  millions  of  interest-free 
dollars,"  says  Carpenter  enthusiasti- 
cally. "Our  big  real  estate  developers 
say  with  their  eyes  closed  they  could 
make  10%  on  development,  if  they 
had  no  interest  charges.  Now  in  Cali- 
fornia we  have  the  equivalent  of  ai 
Japanese  or  West  German  bank,  true 
merchant  banking  for  the  first  time." 

And  what  happens  if  an  entrepre- 
neur pulls  off  Carpenter's  S&L  strate- 
gy? "Build  them  up  and  sell  them,  not 
for  2  or  3  times  book  value,  like  a 
bank,  but  for  10  or  15  times  earnings," 
he  smiles.  When  California  consul- 
tants begin  talking  like  that,  youi 
know  two  things  for  sure:  The  fabled 
U.S.  economic  recovery  is  here,  andi 
the  overheating  of  a  trend  is  not  far 
off.B 


Banking  on  a  sellout 


V4 


FORBES,  MAY  9,  1983 


GRAND  TOURING. 
FOR  LESS  THAN  TEN  GRAND. 


INCLUDES: 

FRONT-WHEEL 
DRIVE 


38  EST.  HWY.,  [23 
EPA  EST.  MPG** 

5/50  PROTECTION 
PLANt 

FIVE-PASSENGER 
SEATING 

TRANSVERSE- 
MOUNTED  2.2 
LITER  ENGINE 

ALUMINUM  ROAD 
WHEELS 

FIRM-FEEL  POWER 
STEERING 

WITH  QUICKER  RATIO) 

POWER  BRAKES 

FRONT  DISC,  REAR  DRUM) 


DODGE  600  ES  $9472 


SPORT  SUSPENSION 

(LARGER  SWAY  BARS,  FRONT  & 
REAR,  HIGHER-CONTROL 
SHOCKS,  FRONT  &  REAR) 

5-SPEED  MANUAL 
TRANSMISSION 

STEEL-BELTED 
RADIALS 

ELECTRONIC 
VOICE  ALERT 

(MONITORS  10  FUNCTIONS) 

DUAL  OUTSIDE 
POWER  MIRRORS 

AM  RADIO 

RECLINING  BUCKET 
SEATS 

DIGITAL  CLOCK 

HALOGEN 
HEADLAMPS 

CONSOLE  WITH 
SHIFT  LEVER 


PADDED  DOOR 
TRIM  PANELS 

CARPETED  TRUNK 

SPORT  STEERING 
WHEEL 

POWER  TRUNK 
RELEASE 

ELECTRIC 
FUEL-FILLER 
DOOR  RELEASE 

BUMPER  RUB 
STRIPS 

FREESTANDING 
CENTER  ARMREST 

INTERIOR  HOOD 
RELEASE 

PASS/FLASH  SYSTEM 

FULL  COURTESY 
LAMPS 


BLACKOUT  EXTERIOR 
TRIM 

REAR  COMPARTMENT 
ASHTRAYS 


AMERICA'S 

DRIVING 

MACHINES 

•Sticker  prices  exclude  taxes  and  destination 
charges. 

"Use  EPA  est  mpg.  for  comparison.  Your 
mileage  may  vary  depending  on  speed,  weather 
and  trip  length.  Actual  hwy.  mpg.  probably  lower. 
CA  ests.  lower. 

+5  years/50,000  miles,  whichever  comes  first. 
Limited  warranty  on  outer  body  rust-through 
and  engine  and  powertrain  Deductible  may  be 
required.  SEE  DEALER  FOR  DETAILS. 

BUCKLE  UP  FOR  SAFETY 

BUY  OR  LEASE 

AT  YOUR  DODGE  DEALER 
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RADIALS 
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Objective:  Develop  a  Euiopean-tested 
radial  with  piemium 


Jbesf-engineered  sedans. 
Solution:  The  Comp  TJPl  70" 


Ou/sfanding  qualify  was  -/he  main  objective 
in  the  design  of  the  Comp  T/A*  70V  radial. 
7he  Comp  T/fl  70V  fulfills  this  criterion 
■  with  excellent  tread  mileage  and  quiet 
ride  capabilities;  plus  precision  handling 
inherent  in  the  entke  line  of  Comp  T/A  radials. 

State-of-the-art  research  and  technology 
'  utilized  by  BFGoodrich  enabled  the 
Comp  T/A  70V radial  tire  to  achieve  the 
pr&s^gious  European  V-speed  rating, 
due  to  its  dependable  performance.  A 
fire  which  holds  a  V-speed  rating  helps  • 
provide  a  margin  of  reserve— even  as  a 
car  is  approaching  its  full  performance 
,  ■  capabilities, 
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"We'll  need  M OS/VLSI  chips  for  our  microcomputers. 
They'll  have  to  be  custom  designed  to  help  maintain  our 
proprietary  position  in  the  market.  Plus  we'll  need 
ROM's  up  to  128K  bits,  and  for  some  systems,  up  to  256K. 
I  was  thinking  of  American  Microsystems.  Aren't  they  part 
of  another  electronics  company  now?" 


'Gould."  wtp 


4  m 


Gould  is  concentrating  its  interrelated  technologies  and  products  in  six  rapidly  expanding 
electronics  markets:  high-performance  32-bit  minicomputers,  factory  automation,  test  and 
measurement,  medical  instrumentation,  defense  systems,  and  electronic  components  and 
materials.  Over  the  next  decade,  these  worldwide 
markelwfoould  outpace  the  rest  of  the  electronics  _ 

industry:  For  more  information  about  our  growth  ■   ■  ■  m-\ 

strategy,  write:  Gould  Inc..  Department  A,  ^"^^       |j  I 

10  Gould  Center,  Rolling  Meadows,  IL  60008. 


GOULD 


Electronics 


Streetwalker 


Getty's  cash  gusher 

The  Getty  Oil  Co.  is  a  tremendous 
cash  machine.  Even  though  its  earn- 
ings were  down  by  17%,  to  $8.61  a 
share  last  year,  its  $2  billion-plus  cash 
flow  decreased  by  only  about  $20  mil- 
lion and  amounted  to  $25  a  share. 
Rumors  have  sent  Getty  stock  climb- 
ing 20%,  to  a  recent  67.  It  started  with 
a  report  by  Kurt  Wulff  of  Donaldson, 
Lufkin  &  Jenrette.  Wulff  figured  that 
if  Getty  separated  its  crude  oil  oper- 
ations from  its  refining  and  market- 
ing, or  created  a  royalty  trust,  share- 
holders would  realize  huge  gains  in 
the  value  of  their  stock.  Why  should 
that  send  the  stock  up?  Because  it 
would  enable  Getty  to  pass  on  a  lot  of 
its  profits  to  stockholders  without 
having  to  pay  corporate  taxes  on 
them.  Wulff  argued  that  a  generous 
payout  makes  sense  as  an  alternative 
to  spending  all  of  the  money  on  explo- 
ration at  a  time  when  oil  is  hard  to 
find  and  the  price  dropping.  Don't  bet 
on  its  happening,  though.  It  would 
involve  a  semiliquidation  of  the  com- 
pany, and  how  many  managements 
willingly  liquidate  themselves  out  of 
work?  And  this  management  is  firmly 
in  the  saddle,  since  it  is  backed  by  the 
Sarah  Getty  Trust  and  the  Getty  Mu- 
seum, which  together  own  more  than 
half  the  roughly  80  million  shares. 
However,  a  major  stockholder  es- 
pouses a  more  modest  alternative 
plan  that  does  seem  acceptable  to 
management.  He's  Fayez  Sarofim, 
Houston's  big  money  manager,  whose 
clients  own  2  million-plus  shares  of 
Getty.  Last  year  Getty  bought  in 
about  2.8  million  shares  of  its  com- 
mon stock,  reducing  capitalization  by 
about  3.5%  and  increasing  the  equity 
of  remaining  shareholders  proportion- 
ately. Sarofim  has  been  looking  for 
continuation  of  this  program,  which 
deprives  management  of  only  a  minor 
amount  of  cash  flow  but  is  good  for 
remaining  stockholders.  "Buying  in 
the  stock  is  painless  and  doesn't  upset 
the  corporate  structure,"  Sarofim 
says.  Conclusion:  Getty  is  probably  a 
solid  buy,  but  don't  look  for  anything 
dramatic. — Thomas  laffe 


Jobless  but  not  looking 

When  it  was  announced  last  month 
that  Prime  Computer's  first-quarter 
net  would  be  off  20%,  the  stock  did 
what  high-P/E  stocks  usually  do 
when  their  followers  get  a  nasty  sur- 
prise: It  collapsed.  In  just  three  days 
the  stock  dropped  20%,  to  33 'A,  shed- 


ding in  the  process  more  than  a  quar- 
ter billion  dollars  in  market  value. 
Meanwhile  up  in  Wayland,  Mass., 
Robert  Claussen  was  smiling  all  the 
way  to  the  bank.  In  mid-February  Bob 
had  quit  his  $140,000  job  as  Prime's 
vice  president  for  domestic  sales,  but 
he  will  not  be  applying  for  unemploy- 
ment insurance.  A  few  weeks  earlier 
he  sold  all  the  Prime  shares  he  owned. 
Average  price:  around  40.  So  Bob 
walked  off  with  a  little  bit  short  of  $5 
million  on  stock  that  he  picked  up 
either  in  the  market  or  on  option  for 
from  39  cents  to  $6  a  share.  His  net 
profit  is  about  $3.5  million.  "I'm  not 
looking  for  a  job  right  now,"  he  told 
us  cheerily.  "I  already  own  a  house  on 
the  Cape,  and  I've  just  bought  a  20- 
foot  Runabout.  Oh,  yes.  I  also  just 
bought  a  black  Labrador  puppy." 
Some  of  the  people  who  picked  up  the 
shares  he  sold  must  wonder  whether 
they  haven't  bought  a  dog,  too. — T.J. 


A  good  word  for  Warner 

The  once  hot  Warner  Communica- 
tions stock  hasn't  many  friends  today. 
It's  a  sort  of  pariah.  In  a  roaring  bull 
market  it  has  managed  to  lose  60%  of 
its  price.  Warner  is  a  victim  of  two 


Christopher  Reeve  as  Superman 
Coming  to  the  rescue  of  Warner? 


things:  a  slump  in  video  games  and 
previous  overtouting  of  the  stock.  But 
Warner  isn't  entirely  friendless.  Ar- 
thur Rockwell,  a  well-regarded  ana- 
lyst at  Los  Angeles'  Crowell,  Weedon 
&  Co.,  thinks  Warner  is  a  good  buy  at 
around  the  recent  25.  "This  stock  has 
been  so  battered  down,"  he  says,  "that 
by  now  there's  a  lot  less  risk  left." 
That's  fine,  but  what  would  make  the 
stock  go  up?  The  movies,  Rockwell 
opines.  He's  estimating  a  10%  gain  in 
total  movie  receipts  this  year  (to 
about  $3.8  billion),  and  thinks  Warner 
will  improve  its  share  in  this  growing 
market.  In  1980  Warner  grabbed  an 
18%  share  but  slumped  to  10%  last 
year;  Rockwell  is  looking  for  a  re- 
bound to  15%  this  year.  The  1983 
schedule  includes  Superman  III,  a  new 
James  Bond  thriller,  a  production 
from  ET  director  Steven  Spielberg  and 
The  Right  Stuff ,  about  the  seven  original 
astronauts.  If  he's  right,  Warner's  film 
revenues  would  jump  from  $340  mil- 
lion to  about  $475  million — with  a 
highly  leveraged  impact  on  the  bot- 
tom line.  Thus  Warner  would  do  bet- 
ter even  though  the  record  business 
still  leaves  a  lot  to  be  desired  and 
Atari  won't  be  in  the  black  again  until 
the  second  half.  Rockwell  is  predict- 
ing earnings  of  $3  this  year,  "more 
than  enough  for  a  lot  of  people  just 
waiting  to  jump  back  in." — T.J. 


Silent  partner 

Why  would  someone  who  rarely  talks 
to  the  financial  press  buy  an  interest 
in  a  financial  magazine?  We  don't 
know,  since  Carl  Lindner,  the  reclu- 
sive CEO  of  American  Financial 
Corp.  and  sometime  corporate  raider, 
is  running  true  to  form  and  will  not 
return  our  phone  calls. 

But  Douglas  Mclntyre,  the  28-year- 
old  new  president  of  Financial  World 
Partners — which  is  in  the  process  of 
buying  Financial  World  for  $7.25  mil- 
lion in  cash  and  notes — confirms  that 
Lindner  is  among  the  limited  part- 
ners. Mark  Meagher,  a  50-year-old  in- 
vestment banker  who  was  president 
and  chief  operating  officer  of  the 
Washington  Post  Co.  until  1981,  will 
be  publisher.  Mclntyre  came  from 
Time  Inc.,  where  he  most  recently 
was  manager  of  special  projects.  "We 
are  talking  right  now  about  some  da- 
tabase publishing  and  maybe  some 
newsletter  work,  but  our  first  priority 
is  to  put  out  the  premium  investment 
magazine  in  the  industry,"  says  Mcln- 
tyre. Wonder  if  Carl  Lindner  will  talk 
to  them? — Priscilla  S.  Meyer 
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The  Rouse  Co.,  once  the  premier  suburban 
mall  developer,  is  turning  to  urban  proj- 
ects. Sign  of  the  times? 

Make  room,  Disney 
World,  Federated 
and  Gimbels 


By  Howard  Radnitsky 


Iast  August  100,000  Milwau- 
_  keeans  jammed  the  opening  of 
I  their  new,  $70  million  Grand 
Avenue  downtown  mall  complex  de- 
veloped by  the  Rouse  Co.  of  Colum- 
bia, Md.  They  found  160  shops  and 
gaily  decorated  pushcarts  in  the  four- 
block-long  enclosed  mall  containing 
two  arcades  and  five  historic  build- 
ings. A  newly  refurbished  Gimbels 
anchored  one  end  and  an  equally  re- 
furbished Boston  Store  department 
store  the  other. 

Near  the  complex'  center  was  a 
spectacular  Victorian  retail  arcade, 
which  was  originally  built  in  1916, 
restored  and  topped  by  a  vaulted  sky- 
light and  rotunda. 
In    the    new    arcade,  fountains 


sprayed  water  high  into  the  air.  Both 
arcades  were  festooned  with  plantings 
and  elegant-looking  brass  handrails. 
Large  photo  murals,  including  color- 
ful scenes  of  a  Bavarian  beer  garden, 
hung  from  the  walls.  Brass  bands  were 
playing.  There  were  clowns  and  tum- 
blers and  balloons. 

In  a  city  hard  hit  by  the  worst  reces- 
sion in  40  years,  such  showmanship 
had  more  than  a  little  effect. 

Better  yet,  eight  months  later, 
enough  spectacle  remains  for  Grand 
Avenue  to  draw  60,000  shoppers  on  a 
weekend,  some  from  suburbs  with 
malls  of  their  own. 

Rouse  has  also  developed  spectacu- 
lar, successful  marketplaces  in  down- 
town Boston,  Baltimore,  Philadelphia 
and  Santa  Monica,  and  plans  to  open 
another  one  this  July,  called  South 


Street  Seaport,  along  the  docks  of 
New  York  City.  Last  year  Rouse's 
Faneuil  Hall  marketplace  in  Boston 
drew  more  visitors  than  Disney 
World.  The  mall  visitors  didn't  pay  to 
get  in,  but  they  did  spend  lots  of  mon- 
ey shopping  and  eating,  some  $90  mil- 
lion last  year.  Disney  sells  fantasy. 
Rouse  sells  themes.  And  the  themes 
sell  goods. 

Rouse  has  12  other  urban  projects 
being  planned  or  under  construction. 

The  Columbia,  Md. -based  develop- 
er also  manages  or  owns  some  50  sub- 
urban shopping  centers  where  5,500 
merchants  last  year  generated  $3.5 
billion  worth  of  retail  sales  at  nearly 
$185  a  square  foot.  The  department 
store  anchors,  which  rely  on  their 
own  showmanship,  often  are  lucky  if 
they  reach  $150  a  square  foot.  These 
established  regional  centers  generate 
cash  for  the  new  ventures:  Last  year 
the  company  earned  $24  million  be- 
fore depreciation,  an  increase  of  45% 
over  1981.  Earnings  growth  has  aver- 
aged 18%  for  five  years.  The  worth  of 
Rouse's  36  owned  centers,  carried  at 
$59  million,  has  been  appraised  at 
$475  million.  That  works  out  to 
$31.59  a  share,  up  19%  from  1981. 

Under  52-year-old  lawyer  Mathias 
J.  DeVito,  current  CEO  and  architect 
of  Rouse's  turnaround,  the  company 
is  a  far  cry  from  1974,  when  it  was  in 
serious  trouble.  Short-term  debt  stood 
at  $80  million,  and  equity  was  at  a 
mere  $6  million. 

The  shopping  center  development 
company  had  been  rapidly  built  up  by 
its  flamboyant  founder,  Jim  Rouse,  in 
the  Fifties  and  Sixties.  But  he  had 


Milwaukee's  Grand  Avenue  downtown  mall  complex 

The  balloons  and  eloigns  have  departed,  but  the  merchandising  magic  stays  on. 
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NEC 

ENCOURAGES 
YOU  TO  LOOK 
AT  THE 
COMPETITION 
FIRST. 


NEC's  Astra  "—When  you've  seen 
enough  of  the  others. 

When  you  see  Astra,  you'll  see 
all  the  things  you've  wanted  in  a  busi- 
ness computer,  but  thought  you'd 
never  find. 

That  means  upward  compatibility. 
Start  with  a  small  desktop  Astra  and 
work  your  way  up  to  a  powerful 
16-station  system  as  your  business 
grows. 

That  also  means  a  system  totally 
designed  and  manufactured  by 
the  company  that's  selling  it.  So  you 
get  a  reliable  system  you  can  de- 
pend on. 


You  also  get  the  commitment 
to  technological  leadership  of  one 
of  the  world's  largest  computer  com- 
panies. But  at  NEC,  large  doesn't 
mean  impersonal.  We  take  pride  in 
our  close  customer  relationships. 
And  in  our  ability  to  use  our  inte- 
grated knowledge  of  business  and 
technology  to  help  our  customers 
improve  their  bottom  lines. 

Why  bother  with  the  others? 
Come  straight  to  the  best. 

To  set  up  your  Astra  demo, 
return  the  coupon  to  NEC  Information 
Systems  Inc.,  5  Militia  Drive, 
Lexington,  MA  02173. 


Astra  is  a  trademark  of  NEC  Corporation 


□  i  want  to  see  a 
demo  of  the  NEC  Astra. 

□  I  want  more  information 
on  the  NEC  Astra 

NEC  Information  Systems,  Inc. 

5  Militia  Drive,  Lexington,  MA  02173 


NEC 

NEC  Information  Systems,  Inc. 


Name 


Title 


Company 


Address 


City,  State,  Zip 


Telephone 


FB050983 


The  Benchmark  in  World  Class  Computers 


The  Berkshire  Place.  Manhattan's  green  and  civilized 
oasis,  where  the  world  comes  to  be  refreshed. 


Other  Dunfey  Classic  Hotels 
Parker  House,  Boston, 
Ambassador  East,  Chicago, 
Royal  Orleans,  New  Orleans, 
Whitehall,  Houston,  and 
Park  Lane,  London 


Dunfey 
Classic  Hotels 

Creating  new  standards  in  the  art  of  hospitality 

For  reservations  call  your  travel  agent  or  800-228-2121 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
Write  for  free  information  kit  on  Clayton's  advantages  for  your 
Mid-America  office  to:  James  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105. 

CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Group,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 
Graybar  Electric,  ITT  Diversified  Credit  and  7-UP. 


extended  himself  beyond  his  highly 
profitable  shopping  malls  and  mort 
gage  financing  into  ill-fated  ventures 
like  modular  housing,  a  REIT  and  a| 
group  of  inns  and  apartments.  Rouse) 
also  got  involved  in  the  "new  town'j 
craze,  building  Columbia,  Md. 

Then  came  the  shakeout  in  1973J 
74,  and  worried  lenders  demanded] 
that  Rouse  retrench. 

DeVito,  whom  Rouse  appointed  to 
clean  up  the  mess,  was  forced  to  re 
think  what  Rouse  should  be  doing. 

Clearly,  shopping  centers  and  mort-< 
gage  lending  were  in  that  category 
Everything  else  was  to  be  unloaded  at 
a  cost  of  $30  million,  except  Colum- 
bia, Md.,  which  Rouse  and  partner 
Connecticut  General  were  too  far  into 
to  get  out  of.  (DeVito  expects  a  "de 
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The  Rouse  Co.  CEO  Mathias  J.  DeVito 
There's  no  biz  like  show  biz. 

cent  return"  by  the  year  2000,  but 
only  after  30  years  of  work.) 

DeVito,  wbo  gave  up  &  Baltimore 
law  partnership  to  come  to  Rouse  in 
1968,  slashed  the  corporate  staff  in 
half  and  sold  its  half-interest  in  seven 
shopping  centers,  which  raised  $28 
million  in  badly  needed  cash. 

While  DeVito  has  steered  a  finan- 
cially conservative  course,  he  has 
been  bold  and  original  in  urban  retail- 
ing. The  fact  that  regional  suburban 
mails  were  beginning  to  become  a  ma- 
ture market  gave  Rouse  an  added 
sense  of  urgency.  Says  DeVito:  "We* 
weren't  interested  in  going  into 
middle  and  smaller  markets  in  the 
Sunbelt  and  in  places  where  there 
aren't  many  people  or  where  the  area 
was  being  combed  over  by  lots  of  de- 
velopers. We  belonged  in  expensive, 
high-amenity  projects  in  an  urban  lo- 
cation." Success  with  Boston's  Fan- 
euil  Hall  marketplace,  claims  DeVito, 
"gave  us  the  courage." 
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We've  got 
A.C.  Nielsen's  number 


DHL.#1  Worldwide  Courier  Express  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


While  other  companies  were 
still  hand-countins  bass  of  mail, 
A.C.  Nielsen  Jr.  was  finding  new 
ways  to  gather  vital  marketing 
information  for  America's  business 
via  computer. 

And  today  Nielsen  can  depend 
on  DHL  to  help  stay  ahead  of 
competition. 

"For  overnight  deliveries  of  time- 
critical  data  anywhere  in  the  U.S., 
I  can  count  on  DHL— their  figures 
speak  for  themselves,"  says  Nielsen 


More  on-time  deliveries  to 
more  places  around  the  world 
than  any  other  express  courier. 

Service  to  97%  of  the 
"Fortune  500." 

30,000  locations. 

Like  Nielsen,  DHL  has  spent  mil- 
lions on  state-of-the-art  equipment 


% 


and  technology  to  stay  ahead. 

DHL  uses  727s,  Learjets, 
helicopters  and  its  large  fleet  of 
trucks  to  speed  urgent  documents 
and  packages  on  their  way 
—all  across  America. 

Service  this  fast  and  reliable 
makes  businessmen  like  Nielsen 
feel,  "DHL  is  the  next  best  thing  to 
taking  it  there  yourself." 

In  today's  business  world,  any- 
thing less  than  the  best  isn't  good 
enough. 

That's  why  Nielsen  says, 
"DHL  rates  with  me." 
For  information,  call  your  local  office 
of  DHL  Worldwide  Courier  Express. 


NEXT  BEST  THING  TO  TAKING  IT  THERE  YOURSELF. 


1 1983  DHL  Airways  Inc. 


Finally, 

investment  software 
from  Dow  Jones. 

Dow  Jones  &  Company,  publisher  of  The  Wall  Street 
Journal  and  Barron's,  is  proud  to  introduce 
DOW  JONES  SOFTWARE."" 

These  products  turn  your  personal  computer  into  a 
powerful  investment  and  business  tool.  With  them,  you 
can  analyze  and  manage  timely  information  available 
by  telephone  connection  from  the  leading  provider  of 
online  business  and  financial  news  and  information, 
Dow  Jones  News/ Retrieval? 

DOW  JONES  SOFTWARE  is  reliable,  easy-to-use, 
fully  supported — from  a  company  you  can  trust. 
Available  at  selected  computer  stores.  For  more 
information  call  1-800-345-8500  x  48. 

(Alaska,  Hawaii  and  foreign  call  1-215-789-7008  ext.  48) 

DOW  J^ES^SOFT  WARE" 

...Bank on  it. 


Finally, 

technical  analysis  software 
from  Dow  Jones. 

The  DOW  JONES  MARKET  ANALYZER"  is  a 
powerful  analysis  program  that  can  greatly  increase  the 
accuracy  and  effectiveness  of  the  serious  investor. 
It  can  construct  wedge 
breakouts,  moving  aver- 
ages, support  and  resis- 
tance lines-a  total  of 
seventeen  complex 
analyses.  Now  you  can 
chart  100  securities 
in  the  time  it  would 
normally  have  taken 

yOU  tO  Chart  One.  Moving  average  charts  aid  you  in 

timing  decisions. 


Dow  Jones  Software 


1-800-345-8500  Ext.  48 

Compatible  with  Apple  systems  and  the  IBM  PC. 


...Bank on  it. 


104 


That  courage  is  paying  off.  Says 
Bruce  Garrison,  analyst  at  Houston's 
Lovett  Mitchell  Webb,  "Rouse's  four 
urban  centers  are  generating  sales  of 
over  $300  a  square  foot." 

For  Rouse  they  are  already  becom 
ing  a  bonanza.  Rouse's  cash  invest 
ment  for  each  urban  center  has  aver 
aged  a  little  more  than  $2  million, 
according  to  Garrison.  The  cash  flows 
to  Rouse  on  its  first  four  urban  centers 
are  currently  averaging  over  $2.5  mil 
lion  a  year. 

Going  into  a  deal  with  a  minimum 
of  cash  is  the  secret. 

Take  Milwaukee's  Grand  Avenue 
mall.  The  city,  the  federal  govern- 
ment, a  large  insurance  company,  46 
local  businesses  and  the  two  depart- 
ment stores  invested  $70  million. 
Rouse's  investment:  $500,000. 
Rouse's  equity  interest:  half  of  the 
excess  cash  flow  generated,  plus  a 
share  in  residual  values.  Rouse  usual- 
ly winds  up  owning  half  or  more  of 
the  equity  in  the  part  of  the  mall  it 


Crows  DeVito,  "Today  we're* 
renting  at  $15  to  $18  a 
square  foot."  With  close  to  7 
million  square  feet  to  re- 
rent  in  the  next  few  years, 
DeVito  points  out,  "Those 
are  very  big  numbers." 

leases  because  as  manager,  guiding 
light  and  all-around  impresario, 
Rouse  in  a  sense  is  the  mall's  equity. 

Rouse  especially  likes  to  renovate 
in  a  deteriorated  historic  area  because 
the  projects  that  result  are  one  of  a 
kind.  As  Bruce  Garrison  points  out, 
"A  DeBartolo  can't  come  in  across  the 
street  and  swiftly  throw  up  a  clone  as 
he  can  in  the  suburbs."  So  DeVito  has 
12  major  urban  projects  in  the  works, 
but  only  one  suburban  mall. 

Not  that  DeVito  is  walking  away 
from  the  suburbs.  Says  he:  "There's 
plenty  of  opportunity  left  in  expand- 
ing or  remodeling  existing  malls." 

In  addition  DeVito  has  a  nice  new 
source  of  income.  He  gets  pension 
funds  and  other  investors  to  lay  out 
the  hefty  amounts  of  cash  needed  to 
acquire  and  upgrade  existing  subur- 
ban malls.  Moreover,  the  pension 
funds  reimburse  Rouse  for  mall  oper- 
ating costs,  and  Rouse  often  obtains 
around  half  of  the  growth  in  cash  flow 
they  generate.  In  just  four  years, 
Rouse  has  either  bought  or  assumed 
the  management  of  21  malls  for  inves- 
tors. Says  Garrison,  "The  pension 
funds  need  Rouse's  talents."  So 
they're  willing  to  earn  less  up  front — 
often  only  9%  or  10% — and  benefit 
from  improved  cash  flows  later. 
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He's  also  upgrading  his  own  malls. 
And  what  upgrades.  The  majority  of 
Rouse's  malls  are  getting  to  be  15 
years  old  or  more.  Many  leases  writ- 
ten then  with  $3-a-square-foot  rentals 
:  are  starting  to  come  up.  Crows  De- 
Vito,  "Today  we're  renting  at  $15  to 
$18  a  square  foot."  With  close  to  7 
million  square  feet  to  re-rent  in  the 
next  few  years,  DeVito  points  out, 
"Those  are  very  big  numbers." 
!    Some   very   large   Rouse  stock- 
holders,   namely    Canada's  Trizec 
'  Corp.,  a  major  real  estate  company 
controlled  by  the  Reichmann  and 
Bronfman  interests,  and  several  major 
i  pension  funds  are  looking  at  the  same 
1  numbers,  and  they  agree  with  DeVito. 

The  institutions  are  passive  inves- 
>  tors,  but  that  may  change  for  Trizec 
after  its  agreement  not  to  buy  more 
than  25%  of  Rouse  stock  expires  at 
1  the  end  of  1986.  (In  1981  DeVito,  con- 
cerned about  takeover  because  his 
stock  was  undervalued,  made  a  deal 
with  Trizec,  which  had  previously 
i  bought  1  million  Rouse  shares  as  an 
I  investment,  to  sell  1.2  million  shares 
of  new  stock  at  $30  when  the  market 
i  price  was  $24.) 

DeVito  wanted  to  get  more  equity 
and  at  the  same  time  make  it  more 
:  difficult  for  an  unfriendly  takeover  to 
j  occur.  The  Canadians  wanted  more 
,  than  20%  of  Rouse  so  they  could  con- 
I  solidate  Rouse's  earnings.  And  they 
I  figured  that  the  market  value  of 
Rouse  properties  was  worth  more 
than  $30  a  share. 
They  figured  right. 
According   to   analyst  Garrison, 
.  "Rouse's  appraised  value,  now  $31.59 
I  a  share,  should  increase  about  $5  a 
share  a  year  over  the  next  five 
years,  so  the  Trizec  people  have  to 
be  happy  with  their  investment.  As 
the  date  of  the  standstill  agreement 
with  Rouse  nears  expiration,  the 
i  gap  between  the  current  price  [now 
$27]  and  the  appraised  value  should 
disappear." 

Will  there  be  a  merger?  Trizec  al- 
ready has  three  of  its  people  on 
Rouse's  board.  It  also  owns  Ernest  W. 
Hahn  Co.,  a  West  Coast-based  shop- 
ping center  developer,  a  natural  fit. 
The  prospect  is  made  more  likely  be- 
cause three  major  institutional  share- 
holders controlling  16%  of  the  shares 
also  sit  on  Rouse's  board. 

The  retired  Jim  Rouse  still  owns 
about  5%  of  Rouse  stock,  but  current 
executives  own  relatively  few  shares. 
Says  DeVito:  "The  Trizec  people  are 
wonderful  shareholders  who  have 
been  very  helpful.  It's  much  too  early 
to  speculate.  We  spend  our  time  de- 
veloping exciting  new  projects  like 
South  Street  Seaport."  ■ 


Finally, 

fundamental  analysis  software 
from  Dow  Jones. 

The  DOW  JONES  MARKET  MICROSCOPE™  is  a 
powerful  analysis  program  for  professional  money 
managers,  business  planners  and  investors.  By 
telephone  connection  with  Dow  Jones  News/ Retrieval® 
you  can  access  data  from  Media  General  Financial 
Services  and  Corporate  Earnings  Estimator.'" 
By  specifying  financial 
indicators,  you  can  use 
this  data  to  produce 
screening  reports  and 
price  alerts.  In  this 
way,  you  can  pinpoint 
stocks  that  best  meet  your 
criteria,  and  improve  the 
timing  of  your  buys  and  sells 

DOWpJES"SQFTWARE 

...Bank on  it. 


1-800-345-8500  Ext.  48 

Compatible  with  Apple  systems 


Finally, 

portfolio  management  software 
from  Dow  Jones. 

The  DOW  JONES  MARKET  MANAGER™  is  a 
powerful  investment  management  program  for  the 
professional  or  private  investor  who  needs  to  control 
one  or  more  portfolios.  At  the  touch  of  a  key,  it 
automatically  values 


your  existmg  position 
in  the  market.  A  "Tax 
Lot"  accounting  system 
records  all  of  your 
securities  transactions 
and  aids  you  in  match- 
ing your  sales  with 
existing  positions  to 
minimize  your  tax 
liability. 
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Holdings  by  Portfolio  Reports  display 
each  tax  lot  valued  to  the  stock  market 
for  all  portfolios. 


Dow  Jones  Software 


1-800-345-8500  Ext.  48 

Compatible  with  Apple  systems  and  the  IBM  PC 


...Bank  on  it. 
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Worried  about  the  price  of  a  plane  ticket  to 
Montana?  Well,  your  next  worry  might  be 
the  cost  of  a  phone  call  to  Chad. 


Competition 
comes  to  Comsat 


By  Pamela  Sherrid 


REMEMBER  THE  HOTTEST  Stock  of 
1964?  Communications  Satel- 
lite Corp.  went  public  at  $20, 
and  buyers  who  ordered  100  shares 
received  only  3.  A  unique  creation  of 
Congress,    the    Washington,  D.C.- 


based  company  enjoys  a  commercial 
monopoly  on  satellite  communica- 
tions with  foreign  countries.  Within 
two  years  Comsat  shares  had  risen  to 
$71  on  a  price/earnings  multiple  that 
defied  gravity. 

Unfortunately,  the  riches  that  early 
investors   anticipated   never  really 


Joseph  Charyk,  chief  executii  e  of  Comsat  Corp. 
How  long  will  his  nu-nopoly  game  last? 


came.  Though  Comsat  remains  a  con- 
ceptual favorite,  its  stock  recently 
sold  for  just  $68,  down  from  an  all- 
time  high  of  $92  last  fall.  The  recent 
slide  began  shortly  before  the  com-; 
pany  announced  plans  to  sell  $78  mil- 
lion worth  of  stock,  its  second-ever 
equity  offering. 

Comsat  netted  $43  million  last  year1 
on  sales  of  $410  million,  but  it  needs 
more  money  for  a  bold  expansion  plan 
that  has  lots  of  shareholders  worried. 
Joseph  Charyk,  an  aeronautical  engi- 
neer who  has  run  the  company  since 
its  birth,  is  committed  to  two  costly 
endeavors:  Satellite  Business  Sys- 
tems, a  partnership  with  Aetna  and 
IBM  that  provides  communications 
services  to  large  corporations,  and  a 
scheme  to  use  satellites  to  beam  tele- 
vision programming  into  homes. 

Sure,  these  diversifications  are 
risky  and  already  losing  money.  But 
by  focusing  on  them,  analysts  miss 
more  troubling  problems  in  Comsat's 
basic  business.  Historically,  Comsat's 
main  worry  was  to  keep  its  rate  of 
return  down — below  20%  in  recent 
years — to  avoid  arousing  the  Federal 
Communications  Commission.  But 
new  technology  makes  Charyk's  in- 
ternational satellite  business  look  a 
lot  less  like  a  natural  monopoly. 

The  AT&T  settlement,  meanwhile, 
resolved  many  domestic  telecommu- 
nications issues,  and  Reagan  Admin- 
istration deregulators  are  looking  for 
new  reforms.  Comsat  is  a  tempting 
target.  "The  international  scene  looks 
like  the  domestic  one  ten  years  ago, 
when  MCI  was  getting  started,"  says 
one  industry  expert. 

To  understand  what's  at  stake,  you 
need  to  know  more  about  Comsat's 
history.  The  company  was  granted  its 
monopoly  as  part  of  a  Kennedy  Admin- 
istration plan  to  set  up  a  global  commu- 
nications network  called  Intelsat.  It  is 
now  a  consortium  of  109  countries, 
praised  as  one  of  the  few  successful 
multinational  organizations.  Owner- 
ship in  Intelsat  is  proportional  to  use, 
and  Comsat  owns  24%.  That  means 
the  company  actually  depends  on  two 
monopolies:  its  own  U.S.  access  to 
Intelsat  and  Intelsat's  position  as  the 
only  international  satellite  network 
outside  of  the  Soviet  bloc. 

First  things  first.  Comsat's  custom- 
ers, carriers  like  AT&T,  ITT  and 
RCA,  have  never  been  happy  about 
its  privileged  position.  No  wonder. 
Look  at  the  $390  a  month  that  Intel- 
sat charges  Comsat  for  a  satellite  cir- 
cuit, vs.  the  $1,125  a  month  that 
Comsat  charges  them.  There  are  earth 
station  and  other  costs  in  that  gap,  but 
"That's  still  a  heck  of  a  markup," 
says  Frank  DeRosa,  executive  vice 
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IF  YOU  RENT  A  LOT  OF  TRUCKS  FROM  JARTRAN, 
THE  LEAST  WE  CAN  DO  IS  PAY  YOU  BACK. 


J 


Jartran  Plus 

FREQUENT  RENTER  PROGRAM 


PAY 

ORDER 


DOLLARS 


0  IBS 


pay  you  back  in  cash.  When  you  join  our  new 
Iran  Plus  Frequent  Renter  Program. 
YouH  get  up-front  discounts  off  dut  already  competi- 
e  rates.  Every  truck  and  trailer  you  rent  earns  you 
nus  points  for  each  day  you  rent  it. 
And  those  bonus  points  add  up  to  quarterly  cash 
Dates  for  your  company. 

All  in  all,  you  could  save  more  than  30%.  And  you 
n  save  whether  you  rent  one  truck  occasionally.  Or  a 
of  trucks  often. 

Well  keep  track  of  your  points,  whether  you  rent  in  just 
e  location  or  through  your  offices  all  across  the  country, 
id  we'll  send  you  a  computerized 
)nthly  statement  showing  points 
simulated  and  rebates  earned. 
The  program  runs  through  March 
,  1984,  so  you  have  a  full  year 
accumulate  rebates.  So  sign  up 
lay  for  Jartran  Plus. 
It's  our  way  of  pn >ving  J^^JL^^^ 
it  doing  business  with  mJHm  if  S^M  M 
tran  is  good  business    ^^T^   .  TIT 

you.  Truck  Rental 

A  Frank  B.  Hall  Company 


JARTRAN  PLUS  FREQUENT  RENTER  PROGRAM 

Yes.  Sign  our  company  up  so  we  can  start  saving  with  discounts  and  earning  cash 
rebates.  Rush  us  Jartran  Plus  membership  cards  and  complete  details. 

Company  Name  

Address  

City  State  Zip  


Contact: 


Phone  No._ 


□  Check  here  if  your  company  spends  more  than  $1,000  a  year  on  truck  rentals. 
Jartran  may  be  able  to  save  you  even  more  money  and  pay  you  bigger  rebates. 

Please  provide  us  with  as  much  of  the  following  information  as  possible  so  we 
can  offer  you  the  Jartran  Plus  program  that  best  suits  you. 

HOW  MANY  DAYS  IN  AN  AVERAGE  YEAR  DO  YOU  RENT  TRUCKS? 

□  Less  than  10         □  10  to  19         □  20  to  100         □  More  than  100 

HOW  MANY  TRUCKS  DO  YOU  USUALLY  RENT  AT  ONE  TIME' 

□  1-2         D3-4         □  5  or  more 

WHAT  SIZE  VEHICLE  DO  YOU  USUALLY  RENT? 

□  12  ft.  van         □  15  ft.  van         □  18  ft.  truck         0  22  6.  truck 

□  6x  12ft.  trailer 

Return  to:  Jartran  Plus,  P.O.  Box  560041,  Miami,  FL  33156 
'01983,  Jartran,  Inc.  F-5-83  J 


This  announcement  is  w  ither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 
The  offer  is  made  only  by  the  Prospectus  and  the  related  Prospectus  Supplement. 


$250,000,000 
Phillips  Petroleum  Company 


UV4%  Debentures  Due  2013 


Interest  payable  May  1  and  November  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  and  the  related  Prospectus  Supplement  may  be  obtained 
in  any  State  from  only  such  of  the  undersigned  as  may  legally  offer  these 
Securities  in  compliance  with  the  securities  laics  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO.  LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 


MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch.  I'ietce,  Fenner  &  Smith  Incorporated 


ATLANTIC  CAPITAL 

Corporation 


BEAR,  STEARNS  &  CO. 


SALOMON  BROTHERS  INC 


A.  G.  BECKER  PA  RIB  AS 

Incorporated 


BLYTH  EASTMAN  PAINE  WEBBER        DILLON,  READ  &  CO.  INC.         DONALDSON,  LUFKIN  &  JENRETTE 

Incorporated  Securitiex  Corporation 


DREXEL  BURNHAM  LAMBERT 

Incorporated 


KIDDER,  PEABODY  &  CO. 

Incorporated 


E.  F.  HUTTON  &  COMPANY  INC 
LAZARD  FRERES  &C0.  PRUDENT  I A  L-BACHE  L.F.ROTHi 

Securities 

SHE  ARSON/ AMERICAN  EXPRESS  INC. 
WERTHEIM  &  CO.,  INC. 

April  15, 1983 


SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

DEAN  WITTER  REYNOLDS  INC. 


president  at  RCA  Communications. 

Last  August  the  FCC  changed  the 
rules  by  allowing  Comsat  to  become 
more  than  a  "carrier's  carrier"  and  to 
market  directly  to  end-users.  While 
Charyk  isn't  interested  in  selling  to 
the  man  in  the  street,  he  might  want 
to  serve  big  customers  like  the  Penta- 
gon. The  bad  news  for  Comsat,  how- 
ever, is  that  the  FCC  usually  follows  a 
tit  with  a  tat. 

Charyk  is  gearing  up  to  protect  his 
turf — especially  satellite  capacity,  his 
most  profitable  business.  For  one 
thing,  Comsat  argues  that  multiple 
access  to  Intelsat  satellites  runs  con- 
trary to  an  international  agreement. 
But  that  case  is  weak.  Already  the 
U.K.,  one  of  the  few  countries  to  share 
the  U.S.'  pro-competition  attitude 
toward  telecommunications,  has  au- 
thorized competing  Intelsat  service. 

What  about  competition  to  Intel- 
sat? Regional  satellites  are  already  up 
over  Southeast  Asia,  and  Arabsat  and 
Eutelsat  are  on  the  way.  "Intelsat 
hasn't  dared  to  reject  these  proposals 
for  fear  it  would  face  open  defiance," 
says  one  consultant.  But  a  private  Jap- 
anese study  of  a  network  linking  Ja- 
pan and  the  U.S.'  West  Coast  has  fi- 
nally stirred  strong  language.  "That 
would  be  the  first  step  toward  a  bal- 
kanizing  of  the  world's  communica- 
tions," says  Joseph  Pelton,  assistant 


to  Intelsat's  director  general. 

Diplomatic  pressures  may  limit 
such  government  initiatives.  But  they 
may  not  be  able  to  stop  eager  entre- 
preneurs, such  as  those  at  newly 
rounded  Orion  Satellite  Corp.  It  hopes 
to  raise  $230  million  for  private  satel- 
lites to  link  North  America  and  Eu- 
rope (see  p.  110).  Orion's  proposal 
brings  up  issues  similar  to  those  in- 
volving AT&T's  monopoly  by  offer- 
ing rate  cuts  of  up  to  50%  for  big 


If  the  diversification  works, 
Charyk  will  look  doubly 
smart:  He  got  Comsat's 
money  out  of  the  interna- 
tional satellite  business 
while  the  getting  was  good. 


customers.  "That  would  be  detrimen- 
tal to  the  system  as  a  whole  and  espe- 
cially to  developing  countries,"  says 
Santiago  Astrain,  the  Chilean  who  is 
Intelsat's  director  general. 

This  sounds  a  lot  like  the  folks  in 
Montana  who  worry  about  reduced 
air  schedules  and  rising  telephone 
bills.  Remember  that  the  U.S.  set  up 
Intelsat's  cross-subsidizing  system  to 
help  the  Chads  and  Upper  Voltas  of 
the  world.  On  the  other  hand,  the 
State  Department  is  already  looking 


at  that  policy  in  light  of  rival  regional 
networks.  "We  don't  want  to  support 
Intelsat  and  suddenly  find  that  the 
other  industrialized  countries  throw 
in  the  towel  on  it,"  says  one  official. 

How  will  all  these  conflicting  pres- 
sures be  resolved?  Some  experts  think 
the  writing  is  already  on  the  wall. 
"Given  the  proliferation  of  regional 
systems  and  technological  advance, 
the  Comsat-Intelsat  monopoly  is  just 
not  sustainable,"  says  Eli  Noam,  a 
telecommunications  economist  at 
Columbia  University. 

With  those  prospects,  Comsat's  di- 
versification looks  even  more  ambi- 
tious. Most  of  its  $200  million  contri- 
bution to  Satellite  Business  Systems, 
the  joint  venture  with  IBM  and  Aetna, 
came  from  retained  earnings  and  is 
already  out  the  door.  But  Comsat  is 
counting  on  cash  flow  from  its  basic 
business  later  in  this  decade  to  help 
pay  for  its  heavy  commitment  to  dis- 
tributed broadcasting.  Even  if  Comsat 
succeeds  in  finding  a  50%  partner,  the 
burden  could  come  to  $300  million. 

That  money  may  be  hard  to  come 
by,  if  communications  price  wars 
break  out  in  the  skies.  Then  again,  if 
Comsat's  diversification  works,  Jo- 
seph Charyk  will  look  doubly  smart: 
He  got  Comsat's  money  out  of  the 
international  satellite  business  while 
the  getting  was  good.  ■ 
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You  don't  have  to  maintain  a  $2,500  balance  to  enjoy  the 
high  earnings  of  the  EQUITABLE  Money  Market  Account.* 

In  addition,  we  give  you  all  these  advantages: 

■  Only  $1,000  starts  an  account.  Add  $50  or  more 
whenever  you  wish. 

■  Free  checking — as  many  checks  as  you  want,  for 
amounts  as  low  as  $250. 

■  No  penalty  for  withdrawing  your  funds  at  any  time — 
you'll  earn  money  market  yields  on  your  total 
investment,  regardless  of  its  size. 

■  The  good  feeling  of  knowing  that  the  EQUITABLE  Money 
Market  Account  is  managed  by  The  EQUITABLE  Life, 
with  over  120  years  of  investment  experience. 

For  more  information  and  a  Prospectus,  mail  this  coupon  or  call  toll-free. 
24  hours  a  day.  7  days  a  week  345  8540 

In  Pennsylvania,  call  1-800-662-5180. 

JITARI  F  YES- 1  want  more  comP|ete 

[~V^l_yl  I/~\DI_I_  information,  including 

MON  EY  MARKET  management  fees  and 

a  Ik.  it  iv  expenses.  Please  send  me  a 

ALLCJU  IN  I,  I  INC  Prospectus  so  that  I  may  read 

EQUICO  Securities.  Inc.  il  carefully  before  I  invest  or 

3  Westchester  Plaza,  Elmsford.  NY  1052?      send  money.  1095 
Name  


Adores 


Cuy_ 


_State. 


.Zip_ 


A  money  market  fund  distributed  by  EQUICO  Securities.  Inc.,  a  wholly  owned 
subsidiary  of  The  EQUITABLE  Life  Assurance  Society  of  the  United  Slates,  the 
Account's  Investment  Adviser 

*Of  course,  pnncip.il  in  a  bank  account  in  insured,  bul  the  interest  rale  does  nol  respond  (o  daily 
changes  in  the  money  market 
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NO 

PENALTIES. 
NO 

SURPRISES. 
NO 

KIDDING. 


A  former  government  lauyer  wants  to 
launch  his  own  communications  satellite. 
He  says  he  already  has  the  $230  million. 
Now  comes  the  hard  part. 


Up  against  Comsat 


By  Carol  E.Curtis 


GOVERNMENT  LAWYERS  who  for- 
1  sake  a  comfortable  career  to 
risk  everything  as  entrepre- 
neurs are  an  understandably  rare  spe- 
cies. Rarer  still  is  an  entrepreneur 
with  a  truly  audacious  idea.  Never- 
theless, here  comes  Thomas 
McKnight,  a  former  attorney  with 
the  Federal  Communications 
Commission,  who  wants  to  build 
and  operate  a  privately  owned  sat- 
ellite system  that  would,  if  you 
please,  compete  with  giant  Intel- 
sat, the  global  monopoly  operated 
by  the  U.S.  and  108  other  coun- 
tries. McKnight's  proposal  for  a 
U.S. -European  link  would  pit  him 
directly  against  Comsat,  America's 
representative  on  Intelsat  and  a 
powerful  Washington  bureaucracy 
in  its  own  right  (see p.  106). 

But  that  is  no  obstacle  to 
McKnight,  38.  "By  God,  we  can 
hang  a  satellite  over  the  equator!" 
he  exclaims.  Unlawyerlike  his 
venture  may  be,  but  McKnight's 
background  is  all  in  the  law.  Fresh 
out  of  Ohio  State  in  1972  with  his 
J.D.  degree,  McKnight  joined  a  gov- 
ernment task  force  on  the  dereg- 
ulation of  cable  TV.  That  got  his 
foot  in  the  door  at  the  FCC,  where 
he  worked  his  way  up  to  the  com- 
missioner's personal  staff. 

In  1976  McKnight  caught  the 
eye  of  someone  in  President  Gerald 
R.  Ford's  White  House.  Soon  he 
was  working  in  the  White  House 
Office  of  Telecommunications  Poli- 
cy— a  pretty  fast  start  for  a  young  man 
barely  four  years  out  of  law  school. 

When  the  political  winds  shift  and 
such  jobs  end,  the  standard  route  for 
lawyers  is  to  join  a  powerful  Washing- 
ton law  firm.  McKnight  turned  his 


nett  newspaper  chain,  where  his  job 
was  to  create  an  alternative  for  the 
company  in  case  USA  Today,  its  na- 
tional daily  newspaper,  failed  to  fly. 
"While  I  was  noodling  on  concepts," 
McKnight  says,  "it  occurred  to  me 
that  the  most  critical  need  in  tele- 
communications today  is  an  electron- 
ic bridge  across  the  North  Atlantic." 


back  on  that.  He  landed  at  the  Gan- 


Tbomas  McKnight  of  Orion 
"By  God,  we  can  hang  a  satellite!" 

McKnight  reasoned  that  the  com- 
mon-carrier facilities  linking  the  U.S. 
and  Europe  are  likely  to  reach  satura- 
tion at  the  end  of  the  decade,  when 
more  satellite  linkups  will  be  crucial. 
So  what  about  starting  a  private  sys- 
tem that  would  sell  its  capacity  in 
segments  to  anyone  able  to  pay  the 


price?  Big  corporate  users  would  then 
no  longer  have  a  need  for  Comsat, 
which  might,  as  it  runs  out  of  capac- 
ity, have  to  bump  them  for  other, 
higher-priority  users.  Instead,  they 
would,  in  effect,  own  their  own  piece 
of  a  satellite. 

At  first  glance,  the  chief  impedi- 
ment to  such  a  massive  undertaking 
would  appear  to  be  money.  The  three 
satellites  McKnight  wants  to  build 
and  launch  will,  he  figures,  cost  $230 
million.  But  former  political  opera- 
tive McKnight  apparently  learned  a 
thing  or  two  about  raising  cash. 

McKnight's  privately  owned  com- 
pany, Orion  Satellite  Corp.,  incorpo- 
rated last  October,  has  as  its  princi- 
pal investors  some  of  the  best-known 
names  in  the  industry,  including  Gus- 
tave  Hauser,  former  chairman  of 
Warner  Amex.  Orion  is  also  being  as- 
sisted by  Pittsburgh  National  Bank. 

McKnight  says  he  already  has  com- 
mitments for  the  full  $230  million. 
He  also  says  that  "expressions  of  in- 
terest" have  been  received  from  large 
potential  customers,  including  multi- 
national corporations. 

McKnight  also  believes  that  techni- 
cal expertise  will  not  be  a  stum- 
bling block.  He  has  already 
brought  on  board  Walter  Morgan,  a 
former  senior  scientist  with  Com- 
sat, to  manage  the  technical  side. 

No,  the  real  question  appears  to 
be  government  approval.  For  Orion 
to  fly,  the  FCC  must  rule  that  it 
would  not  interfere  with  Intelsat. 
McKnight  thus  has  the  burden  of 
proving  that  his  satellites  would  be 
"technically  compatible"  with  In- 
telsat's and  would  not  do  "signifi- 
cant economic  harm"  to  the  exist- 
ing common  carrier  system. 

That  may  be  a  tall  order.  Com- 
sat, with  which  Orion  would  com- 
pete directly,  understandably  takes 
a  dim  view  of  McKnight's  plans. 

Which  of  the  two  potential  com- 
petitors will  prevail  at  the  FCC? 
No  novice  at  this  game,  McKnight 
has  his  argument  nailed  down: 
"Does  the  president  of  Comsat 
compete  with  public  transporta- 
tion when  he  drives  himself  to 
work?"  McKnight  asks  rhetorical- 
ly. "All  we  are  offering  is  a  private 
conveyance." 

McKnight  says  that  even  if  the 
FCC  turns  down  his  plan,  the  agen- 
cy is  soon  likely  to  face  another  like 
it.  "The  deregulation  trend  is  moving 
toward  approval  of  a  system  such  as 
ours,"  he  says.  "Sooner  or  later,  deci- 
sion makers  will  realize  there  is  room 
for  private  ownership."  McKnight  has 
reserved  1986  launch  dates  for  his  sat- 
ellites on  the  NASA  shuttle.  ■ 
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"you're  invited  to  enjoy 
the  special  privileges  of  our 

club  marquis: 

President,  Marriott  Corporation 


card  receipt  will  be  slipped 
under  your  door.  No  check- 
out lines.  You're  gone! 


Club  Marquis  is 
our  way  of  "doing  it  right"  for  our 
best,  most  loyal  customers.  There 
is  no  cost  to  join,  but  membership 
must  be  earned.  Look  over  these 
benefits.  Then  call  or  send  for  the 
Club  Marquis  brochure. 


$200-PLUS  RESERVATION 
GUARANTEE 


We  know  you  want  ironclad 
reservations.  And  we're  so  serious 
about  holding  your  room,  even  for 
late  arrival,  we  have  this  astonish- 
ing guarantee:  if  you  make  your 
reservations  properly  through  the 
Club  Marquis,  and  your  room  is 
not  available,  we'll  (a)  apologize 
with  a  check  for  $200,  (b)  quickly 
get  you  a  room  for  that  night  free 
at  a  nearby  hotel,  (c)  give  _ 
you  your  first  night 
free  the  next  two 
times  you 
visit  Marriott! 


EXPRESS  CHECK-IN, 
EXPRESS  CHECK-OUT 


When  you  arrive,  your  room 
will  have  been  pre-assigned,  and 
you'll  be  pre-registered.  You  just 
present  your  credit  card  to  the 
desk  clerk  and  sign  in  to  obtain 
your  room  key. 

On  your  scheduled  departure 
day,  a  copy  of  your 
bill  with  your  credit 


800  NUMBER, 
EXPRESS  RESERVATIONS 


Club  Marquis  members 
have  their  own  special 
toll-free  number.  . 
It  brings  quick  assist-^J 
ance,  quick  infor- 
mation-and  instant, 
confirmed  reserva-  I 


tions  at  Marriott 
Hotels  and  Resorts 
vou'd  like  to  stav  at. 


v 


DELUXE 
ACCOMMODATIONS 


As  a  member  of  Club  Marquis 
you  will  always  be  upgraded  to  the 
most  desirable  room  available  in 
the  rate  category  you've  requested. 


GIFT  SHOP  DISCOUNT 


As  a  member  of  Club  Marquis 
you  are  entitled  to  a  10  percent  dis- 
count on  jewelry,  clothing,  and  gift 
items  at  all  Marriott-owned  gift 
shops.  Just  show  your  card  at  the 
time  of  purchase. 


CHECK-CASHING  PRIVILEGES 


Even  the  best  organized  trav- 
eler can  run  short  on  occasion.  If  it 
happens,  show  your  Club  Marquis 
card  and  one  other  form  of  identifi- 
cation. Presto-up  to  $200. 


FREE  USE  OF  MARRIOTT 
HEALTH  CLUBS 


Many  travelers  find  exercise  a 


good  way  to  unwind.  So  we  made 
the  use  of  our  pools,  health  club 
equipment  and  saunas  free  to  Club 
Marquis  guests  of  the  hotel. 

COMPLIMENTARY 
WALL  STREET  JOURNAL 

Every  weekday,  a  copy  of  the 
AVall  Street  Journal  *  will  be  deliv- 
ered to  your  room  free  of  charge. 
'(On  the  weekend,  it'll  be  the  local 
newspaper.) 

PERSONALIZED 
LUGGAGE  TAGS 

When  you  are  enrolled  you  will 
receive  a  set  of  handsome  brass 
luggage  tags  that  identify  you  as  a 
Club  Marquis  member  wherever 
you  travel. 


SEND  FOR  DETAILS 

Get  all  the  details  of  member- 
ship in  Marriott's  Club  Marquis 
now.  Send  the  coupon  below-or 
call  toll-free  800-228-9290. 

Pciub  Marquis,  HO.  Box  8238 
Rockville,  Maryland  20856 

Name  

Company  Name  

Ad  d  re  ss  

Citv  State  


_Zip. 


MARRIOTT'S  <Jfi 
CLUB  If 

MARQUIS  i&li 
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FB  583 


.J 


''Subject  to  availability 


Marriott  Hotels 


Want  to  buy  the  nations  third-largest  auto 
battery  maker?  It  makes  money.  It  just 
doesn't  fit  Gould's  image. 


Getting  rid  of 
a  good  thing 


By  Jonathan  Green  berg 

When  Forbes  first  contacted 
Gould  Inc.  to  do  a  story  on 
what  was  believed  to  be  a 
highly  promising  new  Gould  product, 
we  were  met  with  an  unusual  re- 
sponse. Go  away,  the  company  told 
us.  Was  the  product,  then,  highly  se- 
cret? Not  at  all.  Problem  was,  the 
product  was  a  new  type  of  car  battery. 
Pretty  humdrum,  that,  from  a  com- 
pany that  is  out  there  on  the  frontiers 
of  technology. 

Several  weeks  later  Gould  an- 
nounced its  battery  division  was  for 
sale.  Rather  novel,  selling  a  division 
that  might  be  on  the  verge  of  trans- 
forming an  old  industry.  But  the  act  is 
consistent  for  Gould  and  for  its  tough 
boss,  William  Ylvisaker.  It  demon- 
strates an  almost  fanatical  determina- 
tion to  be  high  tech  and  nothing  but 
high  tech.  Bill  Ylvisaker  would  prefer 
to  use  the  new  type  battery  as  a  sell- 
ing point  to  help  fetch  a  better  price 
for  the  entire  division.  Ylvisaker 
wants  to  shed  Gould's  old  battery  im- 
age, along  with  the  division  that 
makes  them. 

Ylvisaker  is  a  man  whose  drive  for 
success  infuses  the  entire  company. 
He  takes  great  pains  to  publicize  the 
future-oriented  nature  of  Gould  to 
employees  and  investors  alike.  Enter- 
ing its  Rolling  Meadows,  111.  head- 
quarters, employees  are  greeted  by  a 
large  standing  sign  displaying  the 
recent  day's  stock  price.  An  aggres- 
sive advertising  campaign  notes  that 
the  company's  catalog  of  products  fo- 
cuses on  defense  systems,  32-bit 
minicomputers,  factory  automation, 
test  and  measurement,  medical  in- 
strumentation and  electronic  compo- 
nents like  custom-designed  chips.  All 
true.  Ylvisaker  likes  to  call  this  as- 
semblage of  interests  "a  honeycomb 


Gould  CEO  William  Yh  isaker 
"We  prefer  electronics." 

with  a  purpose  in  mind."  He  rarely 
mentions  batteries,  Gould's  old-line 
business,  which  provided  24%  of 
Gould's  $1.6  billion  sales  last  year. 

In  his  15  years  at  the  helm,  Ylvi- 
saker has  sold  all  his  other  industrial 
businesses,  like  engine  parts  and  ball 
bearings,  and  used  the  money  to  ac- 
quire this  collection  of  emerging  com- 
panies with  leading  positions  in  one 
or  another  electronics  market.  He 
boasts  of  an  anticipated  20%  com- 
pound annual  growth  rate  through  the 
Eighties. 

A  former  Bank  of  New  York  ana- 
lyst, Ylvisaker  has  convinced  Wall 
Street  of  this,  too.  Although  1982 
earnings  were  up  a  modest  3.5%, 
Gould  sells  at  some  15  times  earn- 
ings, up  from  7  times  earnings  four 
vears  ago,  when  Gould  was  still  con- 


sidered an  industrial  company. 

Batteries  are  clearly  the  square  peg 
in  this  round  hole.  Return  on  assets  in 
most  of  his  electronics  lines  exceeds 
20%,  while  the  glamourless  battery 
business  earns  10%. 

"Gould  wants  to  get  rid  of  batter- 
ies," notes  Pershing  analyst  Phil 
Cavalier.  "But  they  have  a  problem 
here:  It's  a  buyer's  market  and  a  mun- 
dane business." 

For  a  mundane  business,  Gould 
doesn't  do  badly  in  batteries.  Operat- 
ing earnings  for  the  division  were 
$31.5  million  pretax  on  sales  of  $390 
million  last  year.  Yet  the  $2  billion 
auto  market,  which  provides  nearly 
all  of  Gould's  business,  grew  by  a 
meager  3%  last  year.  And  Gould  man- 
aged to  make  money  in  a  crowded, 
competitively  priced  field  where  a 
shakeout  is  going  on.  Inco  recently 
sold  Exide  Corp.,  its  auto  battery 
maker,  and  Northwest  Industries' 
General  Battery  division  is  reportedly 
on  the  selling  block.  But  Gould,  third 
in  the  industry  after  Globe  Union  and 
Delco  with  a  15%  market  share,  has  a 
new  trump  card  to  attract  a  potential 
buyer:  Cathanode. 

Cathanode  is  a  new  lighter-weight 
battery  that  provides  40%  more  start- 
ing power  than  conventional  batteries. 
This  is  important  in  cold  weather,  and 
for  small-engine  cars  that  need  more 
power  to  start.  Gould  hopes  Cathan- 
ode will  become  a  leader  in  the  premi- 
um market.  Like  other  maintenance- 
free  batteries,  it  retails  for  $90 — twice 
the  price  of  an  ordinary  battery — and 
carries  higher  margins.  Cathanode 
was  introduced  in  the  Twin  Cities  area 
last  fall  without  any  advertising.  Yet 
demand  has  been  running  at  twice  the 
rate  of  sales.  Nonetheless,  Gould 
would  rather  sell  out  with  the  promise 
of  Cathanode  boosting  the  sales  price 
than  allocate  the  necessary  millions  to 
retool  plants.  "We  prefer  the  higher 
rate  of  return  we  get  in  electronics," 
says  Ylvisaker. 

Harry  Caunter,  group  vice  president 
in  charge  of  batteries,  says  that  Cath- 
anode could  be  the  maintenance-free 
battery  of  the  Eighties.  "If  you  bought 
the  business,"  he  says,  "you  could 
invest  in  Cathanode  at  a  much  faster 
rate  than  Gould  is  doing,  based  on  the 
earnings  of  the  battery  division." 

Gould's  President  David  Simpson 
concurs:  "We  can't  give  Cathanode 
the  sort  of  major  play  it  deserves. 
With  maximum  investment,  that 
thing  could  really  be  a  moneymaker." 

Not  many  companies  would  will- 
ingly part  with  so  promising  a  prod- 
uct. But  not  many  executives  are  as 
determined  as  Ylvisaker  to  get  out  on 
the  cutting  edge  of  technology.  ■ 
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Risk.  Its  real  size  depends  on  your  perspective. 

Are  the  risks  that  your  business  faces  as  big  as  you  think?  The  specialists  at 
Corroon  &  Black  will  tell  you— and  show  you  how  to  prevent  risk.  For  the  risks 
that  are  manageable,  our  sophisticated  techniques  help  forecast  losses,  measure 
appropriate  retention  levels,  and  let  us  show  you  the  best  way  to  finance  your  risks. 

It's  an  innovative,  professional  approach  you'd  expect  from  one  of  the 
world's  top  business  insurance  brokers.  So,  contact  us.  We'll  help  cut  your  risks 
down  to  size. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N.Y.  10005  •  212-363-4100 


Taxing  Matters 


Government  efforts  to  home  the  poor  have 
become  attractive  tax  shelters  for  the  rich. 
No  wonder  these  programs  are  hard  to  kill. 


Something  for 
everyone 


By  Laura  Saunders 


W'hat  an  irony.  Even  as  the 
IRS  is  cracking  down  on  tax 
shelters,  Uncle  Sam  is  encour- 
i  aging  one  of  the  biggest  of  them  all.  It 
1  stems  from  programs  that  provide 
rental  housing  for  low-income  fam- 
\  ilies.  Funding  comes  straight  from  the 
I  government,  which  also  partly  guar- 
I  antees  the  income  and  pro- 
vides— so   promoters  claim — 
substantial  protection  against 
audit  problems. 

This  curious  situation  began 
in  the  early  1970s,  when  politi- 
cians wanted  to  provide  housing 
for  families  with  annual  in- 
comes between  $10,000  and 
$25,000.  Congress  funded  a  se- 
ries of  programs  designed  to 
stimulate  low-income  housing 
by  offering  incentives  for  devel- 
opers. Some  early  projects  were 
disasters,  and  foreclosures  left 
the  Department  of  Housing  & 
Urban  Development  owning 
several  instant  slums. 

But  later  projects,  including 
many  garden  apartments  built 
in  rural  areas  under  the  author- 
ity of  the  Farmers  Home  Ad- 
ministration, have  been  bonanzas  for 
tenants  and  investors  alike.  The  total 
of  FmHA  and  HUD  projects  built  so 
far  will  cost  Uncle  Sam  over  $125 
billion. 

These  developments  are  largely  fi- 
nanced through  40-to-50-year  govern- 
ment-guaranteed loans.  This  typically 
provides  from  80%  to  95%  of  the  cap- 
ital at  below-market  rates,  and  the 
developer  raises  the  rest.  The  apart- 
ments must  be  used  as  low-income 
housing  for  at  least  20  years,  but  dur- 


ing that  time  the  government  pro- 
vides a  guaranteed  rental  subsidy  that 
virtually  insures  that  a  capable  devel- 
oper can  meet  his  costs  and  pay  the 
mortgage.  Then,  when  the  low-in- 
come restriction  ends,  the  property  is 
just  another  piece  of  real  estate  with 
an  attractive  mortgage. 

That's  not  all.  Congress  allows 
these  projects  a  sizable  depreciation 


writeoff,  which  means  that  an  inves- 
tor can  get  as  much  as  $3  of  sheltered 
income  per  $1  at  risk  over  the  life  of 
the  deal.  For  someone  in  the  50%  tax 
bracket,  that  works  out  to  $1.50  in  tax 
savings  for  every  $1  invested.  The  ini- 
tial investment  can  be  made  through 
public  offerings  with  units  as  small  as 
$5,000.  This  makes  these  programs 
attractive  to  investors  who  can't  af- 
ford most  more  aggressively  marketed 
tax  shelters. 
Nothing's  perfect,  of  course.  There 


are  potential  problems  even  with  a 
government-assisted  tax  avoidance. 
One  rub  with  low-income  housing 
programs  is  that  investors  are  totally 
dependent  upon  the  general  partner 
for  making  sure  their  property  main- 
tains its  value.  There  are  lots  of  poten- 
tial snags:  The  location  could  turn 
into  a  South  Bronx-like  disaster  area, 
the  building  could  require  extensive 
repairs  or  the  tenants  could  wreck 
their  apartments. 

If  all  goes  well,  however,  the  part- 
nership ends  when  depreciation  runs 
out,  after  about  15  years.  Then  selling 
the  property  provides  enough  money 
to  pay  any  taxes  owed  by  the  limited 
partners  and,  after  that,  generous  fees 
to  the  general  partner.  There's  even 
hope  for  a  windfall:  The  property 
could  have  appreciated  enough  to  pro- 
vide capital  gains. 

Since  these  shelters  first  became 
available,  they  have  sold  briskly — 
even  though  there  has  been  little  pub- 
licity because  most  financing  is  done 
through  private  placements.  "This 
has  been  great  for  some  investors," 
says  Carter  Sanders,  a  HUD  official. 
"In  private  deals,  the  money  is  usual- 
ly paid  in  over  five  years,  and  the 
investment  can  finance  itself 
from  tax  savings  generated  after 
the  first  payment." 

Given  the  current  budget 
deficits,  it's  no  surprise  that  the 
Reagan  Administration  is  trying 
to  limit  these  programs.  Con- 
gress has  cut  much  of  the  fund- 
ing for  low-income  housing 
projects,  but  a  quirk  in  the  1981 
tax  act  virtually  guarantees  that 
even  without  new  funding  the 
tax  shelters  will  live  on.  Exist- 
ing properties  are  now  eligible 
for  many  tax  benefits  that  only 
new  construction  used  to  get. 

This  opens  the  door  for  resyn- 
dication — selling  the  projects  to 
a  new  set  of  investors.  Of 
course,  HUD  must  approve  the 
transfers.  But  approval  seems 
likely,  and  why  not?  Depreci- 
ation on  projects  is  mostly  used  up 
after  seven  years,  so  new  buyers  can 
start  the  writeoffs  flowing  again. 
What's  more,  many  FmHA  and  HUD 
projects  have  guaranteed  subsidy  pay- 
ments that  run  well  into  the  1990s. 
"The  law  has  made  most  subsidized 
housing  more  valuable  to  prospective 
buyers  than  to  present  owners,"  says 
David  Smith,  a  Boston-based  syndica- 
tion expert.  "Resyndications  could 
become  the  dominant  real  estate  tax 
shelter  of  the  Eighties."  ■ 
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Numbers  Game 


"Bank  directors  are  damn  fools  not.  to 
have  CPAs  see  that  their  financial  state- 
ments are  properly  presented"  says  one 
exasperated  Big  Eight  CPA. 


Out  of  the 
frying  pan? 


er  at  financial  statements,"  says  Tom 
Asson,  Coopers  &  Lybrand  partner  for 
bank  auditing  and  the  chairman  of  the 
AlCPA's  banking  committee. 
"They're  not  just  looking  for  the  best 
interest  rate." 

Naturally,  most  CPAs  hesitate  to 
criticize  regulators'  current  work. 
That  seems  self-serving.  But  one  Big 
Eight  partner,  who  did  not  want  to  be 


By  Robert  HcGougb 
and  Christopher  Power 


W 


ANT  A  REAL  SURPRISE?  Here 

goes:  Most  of  the  15,000 
banks  in  the  U.S.  never  have  a 
full  audit  from  a  certified  public  ac- 
countant. It  simply  isn't  required  by 
banking  regulators.  And  since  most 
banks  aren't  publicly  held  by  more 
than  500  shareholders,  the  SEC 
doesn't  require  audits. 

Soon,  however,  this  situation 
may  change — at  least  for  the 
4,600  nationally  chartered 
banks.  Comptroller  of  the  Cur- 
rency C.T.  Conover  is  leaning 
toward  requiring  outside  audits, 
and  the  increased  complexity  of 
banking  added  to  the  growing 
number  of  troubled  banks  is 
forcing  a  change.  "Maintaining 
our  current  level  of  bank  regula- 
tion is  simply  not  an  option," 
says  Conover. 

At  first  glance  this  sounds 
like  good  news.  When  intrastate 
banking  was  allowed  in  New 
York,  for  example,  banks  that 
acquired  smaller,  unaudited 
banks  often  found  that  they  had 
to  restate  loan  loss  reserves.  Ac- 
countants won't  provide  examples, 
but  they  say  the  same  thing  is  happen- 
ing now  in  other  states  where  intra- 
state banking  has  recently  been  al- 
lowed. Many  small  banks  still  do 
their  accounting  on  a  cash,  rather 
than  accrual,  basis,  which  gives  them 
the  ability  to  manage  earnings. 

Bank  audits  might  also  reassure  un- 
insured depositors  and  lenders.  "Cor- 
porate treasurers,  who  frequently 
have  a  fair  amount  of  uninsured  de- 
posits in  banks,  are  looking  a  lot  hard- 


identified,  says  bluntly,  "Bank  direc- 
tors are  damn  fools  not  to  have  CPAs 
see  that  their  financial  statements  are 
properly  presented." 

Just  how  much  better  accountants 
will  handle  this  tricky  task,  however, 
remains  to  be  seen.  Think  of  Penn 
Square  and  United  American  Banks. 
Both  had  had  recent  outside  audits. 
And  accountants  issued  clean  bills  of 
health  just  before  disaster  struck. 

Unfortunately,  when  bankers  are 
pushed  to  the  wall,  they  have  a 


large  bagful  of  tricks  to  make  things 
look  better.  These  can  fool  even  the 
cleverest  auditor.  Here's  a  peek  into 
the  bag: 

•  Bankers  can  renew  a  loan  that  is 
not  performing  well  and  add  the  un- 
paid interest  into  the  new  loan;  it 
looks  for  all  the  world  like  a  bigger, 
better  deal. 

•  Reserves  for  loan  losses,  normally 
at  about  1%  of  assets,  can  also  be 
adjusted  to  hide  earnings  growth  or 
offset  a  drop  in  income. 

•  If  a  banker  can't  hide  a  loan  in  his 
own  books,  he  can  try  to  spirit  it 
away.  Some  bankers  have  been 
known  to  sell  problem  loans  to  other 
banks  before  annual  examinations.  A 
couple  of  months  later,  they  buy  them 
back.  This  works  especially  well  with 
a  group  of  commonly  owned  banks,  a 
ploy  analysts  say  the  Butcher  brothers 
were  using  in  Tennessee.  Why  does 
the  receiving  banker  go  along  with 
such  a  deal?  Says  Laventhol  &.  Hor- 
wath's  Donald  Garrison,  "Because 
next  year  he  might  need  the  same  fa- 
vor when  his  auditors  come  in." 

If  all  this  isn't  enough,  there's  a 
brand  new  area  for  potential  abuse, 
ordained  by  the  SEC.  Until  this  year, 
banks  reported  a  net  operating 
income  and  a  separate  figure  for 
gains  and  losses  from  security 
transactions.  Now  they  will  re- 
port a  single  figure  that  includes 
the  net  from  both  operations 
and  transactions — ostensibly  in 
order  to  make  bank  earnings 
statements  comparable  with 
those  of  other  publicly  traded 
companies. 

That's  fair  enough.  But  the 
analysts  see  it  as  a  chance  for 
banks  to  massage  the  earnings 
from  operations  with  the  losses 
and  gains  they  get  from  securi- 
ties transactions.  Those  trans- 
actions will  sink  out  of  sight, 
while  the  consolidated  earnings 
figure  will  reflect  less  and  less 
the  quality  of  the  bank's  real 
business  as  a  bank. 
This  new  latitude  in  reporting  the 
securities  transactions  might  give  the 
banks  the  ability  to  sway  earnings  by 
as  much  as.5%  when  interest  rates  are 
volatile.  That  doesn't  sound  like  a  lot, 
but  a  bank's  equity  can  be  as  little  as 
2%  to  5%  of  total  assets,  so  that  can 
make  a  big  difference. 

Obviously,  some  CPAs  are  rejoicing 
at  the  prospect  of  a  major  new  source 
of  business.  But  with  all  the  land 
mines  ahead,  maybe  they  shouldn't 
be  so  happy.  ■ 
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Did  you  hear  about  Ma  and  Sam. 
they're  legally  separated. 


Now  that  Ma  Bell  isn't 
lonopolizing  the  conversation  about 
;lephones  anymore,  you  can  shop 
iround  for  the  best  business 
;lephone  system  at  the  best  price. 

But  leaving  Ma  Bell  doesn't 
ave  to  be  scary.  Because  the  nation's 
irgest  independent  business  phone 
ompany  is  ready  right  now  to  show 
pu  how  to  get  more  system  for 
jour  money. 

We're  Executone®When  you 
all  us,  you'll  be  helped  from  an 
understanding  of  your  needs.  Not 
|jst  from  a  shopping  list  of 
quipment  we  have  in  stock. 

Executone  is  the  only  strictly- 
business  business  phone  company  in 
II  50  states.  We've  been  helping 
ompanies  of  all  kinds  and  sizes  for 
iver  45  years. 

Call  us.  We  have  230  locations 
ationwide  where  you  can  get  an 


objective  appraisal  and  recommenda- 
tion about  your  whole  phone  system. 

With  systems  and  service  like 
ours,  owning  the  most  business  phone 
for  your  money  is  a  real  piece  of  cake. 

800-645-1111 

Executone  inc. 

The  Nationwide  Business  Phone  Company  SM 


I  Ok,  Executone.  Show  me  how  to 
I  save  money  and  own  a  better 
j  business  telephone  system. 

□  Please  send  descriptive 
brochure. 

□  Have  representative  phone  for 
appointment. 

I  Name  

I  Phone  #  

j  Firm  

j  No.  of  Phones  

j  Street  

I  City  State  Zip  

I  MAIL  TO:  Executone  inc. 

Two  Jericho  Plaza 
Jericho,  N.Y  1 1753 

Executone®  is  a  registered  trademark  of  Executone  inc. 


France  and  Sweden  are  turning  to  venture 
capital  and  new-issue  markets. 


A  touch  of 
capitalism 


By  Lawrence  Minard 

Scenes  from  the  revolution:  On 
Jan.  26,  a  little  over-the-counter 
technology  company,  3-K,  is- 
sues its  first  shares  to  the  public.  The 
issue  is  oversubscribed  100  times. 
Priced  at  $6.60,  the  shares  quickly  rise 
to  $43 — 48  times  projected  earnings. 
A  few  weeks  later  another  little  com- 
pany, a  commercial  caterer  named  So- 
dexho, goes  public  over-the-counter 
at  $216.  Demand  is  so  heavy  that  So- 
dexho can't  open  for  three  days,  and 
finally  does  so  at  $250. 

This  action  wasn't  on  Wall  Street. 
3-K  went  public  in  Stockholm,  So- 
dexho in  Paris.  Stockholm?  Paris? 
Aren't  they  bastions  of  Socialism? 
They  are.  But  in  both  countries  the 
Socialists  are  going  after  the  entrepre- 


neur— not  to  jail  him,  as  in  the  Soviet 
Union,  but  for  help  in  getting  their 
bureaucracy-ridden  economies  mov- 
ing again.  In  both  countries,  Socialist 
governments  are  actively  promoting 
U.S. -style,  over-the-counter  mar- 
kets— called  the  OTC  Borsenin  Swe- 
den, and  the  second  marche  in  France. 

"We  believe  the  encouragement  of 
smaller  companies  is  the  only  real 
way  to  solve  our  problem  of  structural 
unemployment,"  says  Claire  Dreyfus- 
Cloarec,  who  watches  over  capital 
markets  for  France's  Treasury. 

The  markets  are  only  a  few  months 
old  and  still  tiny.  The  three  compa- 
nies on  the  Stockholm  o-t-c  boast  a 
combined  market  capitalization  of 
just  $19  million  (see  table).  France's 
second  marche  is  composed  of  23  com- 
panies, but  only  2 — Sodexho  and  rec- 


reational boatmaker  Zodiac  S.A. — 
have  joined  since  the  second  marche 
was  formally  launched  in  January. 
(The  other  21  shifted  to  the  second 
marche  from  the  unofficial  market  of 
the  Paris  Bourse,  France's  equivalent 
of  New  York's  Big  Board.)  But,  says 
Richard  Lonsdale-Hands,  a  broker  for 
Paris'  big  brokerage  firm  Michel 
Nouailhetas:  "The  government  is 
pushing  the  second  marche.  I  think  it 
will  be  a  very  big  deal." 

How  does  President  Francois  Mit- 
terrand's government  reconcile  en- 
thusiasm for  venture  capital  with  So- 
cialist ideology?  No  big  problem  for 
these  intellectuals.  They  rationalize 
that  the  second  marche  helps  decen- 
tralize the  French  economy.  But  hun- 
dreds of  vibrant,  small  Gallic  compa- 
nies need  no  such  ideological  justifi- 
cation. Yves  Flomoy,  chairman  of  the 
French  stockbrokers'  association, 
thinks  there  are  as  many  as  600  small 
French  companies  that  may  join  the 
second  marche  in  the  years  ahead. 
These  family-owned  companies  have 
sales  of  around  $50  million;  are  grow- 
ing at  20%  annually;  have  sharehold- 
ers' equity  in  excess  of  $15  million; 
and  earn  better  than  15%  on  capital. 

But  there  are  clouds.  One  is  market 
depth  and  breadth.  Owners  need  sell 
only  10%  of  their  equity  to  get  a  sec- 
ond marche  listing — compared  with 
25%  for  a  company  listed  on  the 
Bourse.  So,  floats  on  the  second  marche 
will  remain  dangerously  thin.  Says 
Marie  Voute,  a  top  Paris-based  money 
manager  and  head  of  Capital  Manage- 
ment France:  "The  issues  are  tiny — 
just  45,000  or  so  shares  from  Zodiac. 


The  start  of  something  beautiful? 


There  is  but  a  tiny  handful  of  new  entries  in  the  French  and 
Swedish  over-the-counter  markets.  But  financiers  in  both  coun- 
tries expect  the  number  to  rise  in  the  year  ahead. 


Shares  in 

Shares 

public  hands 

Offer 

Recent 

Recent 

Sales 

Company 

Country 

Business 

outstanding 

(%) 

price 

price 

P/E 

[millions) 

Artin  Kores 

Sweden 

office 
supplies 

360,000 

40% 

$10.70 

$30.00 

12 

$21 

3-K  (Tre  Konsulter) 

Sweden 

applied 

signal 

analysis 

209,000 

17 

6.60 

.  22.85 

26' 

3 

Sporrong 

Sweden 

metal  sales 

promotional 

items 

300,000 

33 

2.86 

17.15 

lo- 

13 

Sodexho 

France 

commercial 
catering 

356,000 

23 

216.00 

286.00 

ir 

382 

Zodiac 

France 

recreational 
boats 

352,000 

13 

79.00 

110.00 

9' 

80 

'Based  on  1983  projected  earnings  Prices  based  on  II  =  7  French  francs  =  7  Swedish  kronor. 
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Who  offers  more  than  50 
kinds  of  IRA  investments, 
when  most  people  tellyou 

one  is  enoush? 


Who  else  but 
Merrill  Lynch. 

*       helo  vou  mak 


The  problem  is  in  thinking  of  an  IRA 
as  nothing  but  a  tax  break.  Someplace  to 
park  your  savings  until  you're  59  VI 

But  an  IRA  is  a  living,  ongoing 
investment  program,  and  your  Merrill 
Lynch  Account  Executive  can  show  you  50 
or  more  different  kinds  of  investments  to 
help  you  make  sure  your  IRA  plays  more  than  a  walk-on 
part  in  your  overall  financial  planning. 

With  a  Merrill  Lynch  IRA,  you  can  invest  aggres- 
sively for  maximum  growth  or  choose  the  safety  of  insured 
depository  CD's.  You  can  personally  manage  your  invest- 
ments, and  change  them  as  conditions  change,  or  let  your 
Account  Executive  help  you  select  a  professionally  man- 
aged mutual  fund. 

And  you  can  do  it  all  with  the  reassurance  that 
Merrill  Lynch  is  unsurpassed  in  its  experience  in  working 
with  retirement  accounts.  We  currently  handle  more  than 
500,000  of  these  accounts  with  over  $3  billion  in  assets. 

For  a  brochure  explaining  the  flexibility  of  Merrill 
Lynch  IRA's,  call  toll-free  1  800  MERRILL  (ext.  950)  Mon- 
day through  Friday  8:30  A.M.  to  12  midnight  Eastern  time. 

Or  talk  to  a  Merrill  Lynch  Account  Executive.  No 
one  else  can  give  you  more  help  with  more  kinds  of  invest- 
ments. No  one  else. 


Merrill  Lynch 

MemJl  Lynch,  Pierce,  Fenner  &  Smith  Inc 

A  breed  apart. 


©  Copyright  19H3  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  Published  in  I '  S.A  All  rights  reserved  Member,  SIPC. 


And  when  shares  do  appear,  they 
quickly  disappear  again  into  the 
hands  of  the  institutions.  So  the  pub- 
lic isn't  involved.  There's  no  liquidi- 
ty, nothing  to  trade." 

A  larger  and  more  ominous  cloud  is 
the  government's  ambivalence.  Mit- 
terrand's Socialists  reduced  capital 
gains  taxes  to  a  uniform  15%,  with  no 
minimum  holding  period.  But  they 
offset  that  sensible  move  by  boosting 
top  personal  income  tax  rates  from 
50%  to  65%  and  adding  a  10%  sur- 
charge on  taxes  paid.  Most  devastat- 
ing, they  introduced  a  wealth  tax: 
0.5%  on  personal  net  assets  worth 
more  than  $430,000,  rising  to  1 .5%  on 
assets  over  $1.4  million.  In  short,  the 
government  is  yet  to  demonstrate 
that  its  commitment  to  the  entrepre- 
neurial spirit  is  wholehearted. 

With  the  wealth  tax,  the  Socialists 
have  created  a  Catch  22:  On  the  one 
hand,  the  wealth  tax  could  force  many 
family-owned  companies  onto  the  sec- 
ond marcbe  in  order  to  raise  funds  to 
meet  their  wealth  tax  bills.  On  the 
other  hand,  the  wealth  tax  will  dis- 
courage well-heeled  investors  from 
buying.  Confides  a  well-known  Paris 
money  manager:  "Now  that  we  have  a 
wealth  tax,  the  game  has  become 
keeping  your  wealth  invisible."  It  is  a 
game  that  history  has  taught  the 
French  people  to  play  skillfully. 

The  tax  situation  in  Sweden  is  even 
worse.  Sweden's  corporate  profits  tax 
rate  is  58%.  The  top  income  tax  rate 
for  "rich"  Swedes,  those  earning  over 
$43,000  a  year,  is  85%.  That  means  a 
Swedish  company  must  earn  $16,  pre- 
tax, in  order  to  pay  out  $1  in  aftertax 
income  to  a  well-heeled  investor.  It 
gets  worse.  The  Swedes  also  have  a 
wealth  tax  to  pay:  1.5%  on  net  assets 
over  $57,000,  rising  to  3%  on  personal 
assets  over  $260,000. 

Consider  what  this  level  of  confis- 
catory taxation  means  for  companies' 
ability  to  attract  public  equity.  Sup- 
pose you're  a  wealthy  Swede  with 
1,000  shares  of  Volvo  in  your  estate. 
At  current  prices,  the  block  is  worth 
$68,000.  The  annual  wealth  tax  (pay- 
able in  aftertax  money)  on  the  holding 
is  $2,040.  So  Volvo  must  earn 
$33,000,  pretax,  to  deliver  you  enough 
aftertax  dividends  just  to  pay  the  gov- 
ernment for  the  privilege  of  owning 
the  shares!  If  you  are  a  Swede,  far  from 
being  able  to  support  you,  your  capital 
can  barely  support  itself. 

Big  companies  like  Volvo  can  sur- 
vive. Their  shares  are  owned  mostly 
by  institutions,  which  pay  no  taxes. 
But  small,  family-owned  companies 
find  it  virtually  impossible  either  to 
retain  earnings  or  to  attract  outside 
equity  capital.  Thus  they  cannot  grow 


and  create  new  jobs  as  small  business- 
es can  and  do  in  the  U.S. 

This  is  where  Sweden's  new  over- 
the-counter  market  comes  in.  Thanks 
to  legislation  passed  last  year  under 
Sweden's  first  postwar  non-Socialist 
government  (Olaf  Palme's  Socialists 
returned -to  power  last  September), 
family-owned  and  over-the-counter 
companies  received  healthy  tax 
breaks.  For  one  thing,  they  can  now 
deduct  up  to  70%  of  dividends  paid 
from  corporate  income  taxes.  But  the 
biggest  break  is  on  wealth  taxes.  For 
family-owned  and  o-t-c  companies, 
the  legislation  said  that  wealth  taxes 
would  be  levied  only  against  30%  of 


months  a  dozen  venture  capital  pools 
have  been  formed.  Peter  Gyllenham- 
mar,  a  bright  young  investment  bank- 
er at  Stockholm's  big  brokerage 
house,  Hagglof s,  and  a  few  friends  will 
soon  ante  up  around  $1.5  million  to 
back  young  computer-technology- 
minded  Swedes  importing  U.S.  com- 
puter knowhow.  "Without  the  OTC," 
says  Gyllenhammar,  "we  wouldn't 
have  stood  a  chance." 

The  danger  is  that  Palme's  Social- 
ists may  well  decide  that  the  tax 
breaks  for  small  companies  are  too 
generous.  "Sure,  the  government 
wants  to  mcrease  manufacturing  prof- 
its and  create  more  jobs,"  says  Bengt 


Michel  Nonailhetas  broker  Richard  Lonsdale-Hands 
France's  second  marc  he  "will  be  a  very  big  deal." 


the  book  value  of  the  company,  rather 
than  100%  of  the  market  value — a 
significant  incentive  to  invest  in 
small  companies  since  Swedish  com- 
pany book  values  are  almost  always 
less,  and  usually  far  less,  than  market 
values.  Take  Urban  Harting,  for  ex- 
ample, who  runs  Artin  Kores,  an  of- 
fice supplies  maker.  He  says  his  com- 
pany's book  value  for  wealth  tax  pur- 
poses is  just  $3  a  share,  vs.  a  current 
market  price  of  $30. 

Put  it  this  way:  A  $10,000  stake  in 
Volvo  would  be  wealth-taxed  at  $300 
annually  (for  wealthy  Swedes),  where- 
as a  $10,000  holding  in  Artin  Kores 
would  draw  a  wealth  tax  of  less  than 
$40.  Among  other  things,  this  highly 
sensible  tax  treatment  allows  found- 
ing families  to  maintain  control  over 
their  companies. 

More  importantly,  it  is  stimulatmg 
the  entrepreneurial  juices  of  the  coun- 
try's hitherto  rather  listless  business- 
men and  financiers.  In  the  last  six 


Gronquist,  the  governor  of  the  Swed- 
ish Stock  Exchange,  "but  they  have  a 
problem:  The  Socialists  want  healthy 
companies,  all  right,  but  they  don't 
want  their  owners  getting  rich." 

Baron  Johan  Nordenfalk,  a  busi- 
nessman and  public  servant  whose 
committee  report  paved  the  way  for 
the  small  company  tax  concessions,  is 
cautiously  optimistic.  "Not  counting 
farms  and  inactive  companies,  Swe- 
den has  over  200,000  businesses — one 
for  every  42  Swedes,"  says  Norden- 
falk. "There  is  suddenly  a  very  posi- 
tive psychological  mood  among  these 
small  businessmen.  And  I  believe  the 
government  recognizes  the  impor- 
tance of  this  mood." 

It's  a  confusing  problem  for  the  So- 
cialists. Either  they  permit  entrepre- 
neurs to  grow  and  become  rich  or  they 
watch  their  economies  stagnate.  In 
the  latter  case,  they  risk  losing  power. 
And  the  Socialists  talk  about  the 
"contradictions"  of  capitalism!  ■ 
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NATURAL  SELECTION. 


Canon  copiers, 
'hey  follow  in  a  natural  order. 
From  a  basic  compact  to 
compact  systems, 
i  clearly  answer  specific  needs. 

,  Now  you  can  choose  the  exact  copier  you  need 
n  nght  speed,  the  right  features,  the  right  price. 
mm  the  full  line  of  Canon  plain  paper  copiers 
L  All  incorporate  the  exclusive  Canon  Toner 
Ejection  System  which  allows  the  use  of  dry 
nocomponent  toner  on  plain  paper  The  copying 
id  of  the  future  They're  all  Canon  micronics  copiers 
Which  means  simple  operation  and  reliability 
Whatever  your  copying  needs,  there's  a  Canon 
>ier  that's  a  natural. 
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PLAIN  PAPER  COPIERS 

MKRONICS  MAKES  IT  SIMPLE. 


J  Canon  U  S  A  ,  Inc 
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The  Up  &  Comers 


Bill  Gore  tried  to  succeed  in  business  by 
starting  a  company  with  no  bosses  and  no 
titles  and  no  employees1 — only  "asso- 
ciates. "  Guess  what?  He  did  it. 

Classless 
capitalists 


Gore  Associates  founder  Bill  Gore  and  wife,  Vieve 
His  Gore -Tex  polymer  was  a  winner. 


By  Stanley  W.  Angrist 

WHEN  WlLBERT  L.  GORE  quit 
Du  Pont  after  1 7  years  of  ser- 
vice in  1958,  his  friends  all 
said  he  was  crazy.  Gore  was  up  for  a 
big  promotion,  and  as  a  45-year-old 
research  chemist  with  two  children  in 
college,  he  needed  it.  He  was  leaving 
the  security  of  Du  Pont,  moreover,  for 
the  exceedingly  risky  prospect  of 
starting  his  own  business.  But  his 
wife  told  him,  "Bill,  go  ahead  and 
quit.  If  you  don't  try  this  now,  you 
will  always  be  sorry." 

Sounds  straight  out  of  a  television 
drama,  and,  of  course,  you  already 
know  the  ending.  It's  a  happy  one.  But 
Bill  Gore's  success  story  has  a  twist. 
On  one  level,  it's  the  story  of  a  suc- 
cessful product,  the  famous  Gore-Tex 
plastic  insulation  that  W.L.  Gore  & 
Associates  developed  and  marketed. 
On  another,  it's  the  story  of  a  manage- 
rial innovation  that  goes  way  beyond 
Japanese  quality  circles. 

Gore  employs  3,000  people  without 
a  hierarchy.  For  legal  reasons,  the 
company  must  title  its  officers,  but 
chairman,  president,  vice  president 
and  secretary-treasurer  are  the  only 
titles  that  exist.  At  Gore,  everybody  is 
an  "associate."  The  surprising  thing 
about  such  organization,  or  lack  of  it, 
lies  not  in  its  novelty — it  has,  after  all, 
been  attempted  by  other  businesses, 
with  mixed  results — but  in  its  success 
at  Gore.  It  really  works.  "They  are  the 
brightest,  hardest-working  people  I 
have  ever  seen  anywhere,"  Gore,  now 
71,  says  of  his  associates.  In  fact,  he 
attributes  the  company's  spectacular 
success  to  his  "lattice"  organization 
and  to  luck. 

Management  professionals  can't 
quite  believe  it.  Paul  Goodman,  pro- 
fessor of  industrial  administration 
and  psychology  at  Carnegie-Mellon, 
thinks  lattice  organization  is  fragile 
and  ephemeral.  "In  practice,"  he  says, 
such  groups  "frequently  don't  turn 
out  to  work  very  differently  from  hier- 
archical ones."  Gore  associates  vigor- 
ously dispute  any  suggestion  that  the 
method  doesn't  really  work  at  Gore, 
however. 

Headquartered  in  the  old  Quaker 
stronghold  of  Newark,  Del.,  Gore 
commands  a  world  market  in  a  poly- 
mer called  polytetrafluoroethylene,  or 
PTFE,  which  Du  Pont  had  patented  in 
1937.  You  may  know  the  stuff  better 
as  Teflon.  Gore  turned  the  Teflon 
polymer  into  a  fiber,  in  many  respects 
the  ultimate  synthetic  fiber,  impervi- 
ous to  sunlight,  chemical  degrada- 
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Swiss  Bank  Corporation. 

Our  commitment  to  America 
is  one  of  our  key  advantages. 

At  Swiss  Bank  Corporation,  our  commitment  to  America  means  that  our  clients  receive 
the  utmost  in  personal,  prompt  attention  and  have  at  their  disposal  the  financial  resources  and 
c   •    b  un™tched  exPer^e  ^  have  made  us  a  leader  in  worldwide  banking.  So  consider 
Bank  Corporanon.  Our  keys  have  been  opening  financial  doors  around  the  world  s£ 


since  1872. 


Swiss  Bank 
Corporation 
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tion,  heat  and  cold.  Astronauts  wore 
space  suits  woven  of  Gore-Tex  fiber, 
but  the  big  market  was  found  out- 
doors, in  high-quality  tents,  sleeping 
bags,  gloves,  ski  clothes,  boots  and 
other  products  that  are  fabricated  by 
more  than  125  manufacturers  around 
the  world. 

Gore-Tex  structures  also  go  into  an- 
tipollution filters,  on  electrical  cables 
and,  as  synthetic  vascular  grafts,  right 
into  the  human  body.  In  the  future, 
Gore-Tex  structures  in  the  form  of 
film  may  separate  salt  water  from  dis- 
tillates in  desalinization. 

Still  the  controlling  shareholder  in 
his  family-held  concern,  Bill  Gore  can 
get  along  without  publicity  or  under- 
writers. But  he  does  say  that  Gore's 
sales  this  year  will  run  between  $140 
million  and  $170  million,  maintain- 
ing a  yearly  growth  rate  of  30%  to 
40%,  and  pretax  profits  will  exceed 
20%.  Unburdened  by  public  share- 
holders, Gore  remains  free  to  run  the 
business  as  he  sees  fit.  That's  one 
reason  his  lattice  organization  has 
been  able  to  stay  in  place.  Gore  is  a 
skier,  a  backpacker  and  something  of 
an  organization  philosopher  as  well. 
He  laces  his  talk  with  observations  on 
the  "nature  of  man"  and  the  "nature 
of  groups."  Groups  respond  to  a  recog- 
nized authority,  he  says,  or  to  individ- 
ual commitment.  "If  you  are  going  to 
have  a  lot  of  change  in  an  organiza- 
tion," he  says,  "you  better  get  a  com- 
mitment. In  the  process,  natural  lead- 
ers will  evolve." 

Gore's  new  associates  come  aboard 
on  recommendations  from  already 
employed  "sponsors."  That  helps 
guarantee  success  of  the  system.  The 
sponsor  helps  determine  a  recruit's 
salary.  Sponsors  compete  for  the  best 
recruits.  Gore  believes  that  the  sys- 
tem can  work  in  groups  of  no  larger 
than  200  or  so.  In  larger  groups,  he 
says,  individuals  lose  touch  with  each 
other.  To  limit  working  groups  to  200 
has  required  the  building  of  many 
small  plants.  Gore  now  runs  23  plants 
and  will  have  28  up  by  the  end  of  the 
year.  Gore  can  afford  to  build  a 
number  of  small  plants  because  pro- 
ductivity, Bill  Gore  says,  is  probably 
double  the  productivity  of  an  average 
manufacturing  work  force,  and  cre- 
ativity is  probably  triple.  Gore  asso- 
ciates turn  out  new  inventions  at  an 
astonishing  rate. 

Some  Gore  associates  say  the  sys- 
tem succeeds  largely  because  of  the 
relationship  between  Bill  Gore  and 
his  son,  Robert,  45,  president  of  Gore. 
(Bill  Gore's  wife,  Vieve,  70,  is  secre- 
tary-treasurer, and  Bill  Gore  is  chair- 
man.) Peter  Gilson,  an  associate  who 
would  be  called  director  of  the  fabrics 


division  if  Gore  had  such  a  title,  says 
Bill  and  Bob  Gore  are  the  smartest 
people  he  has  ever  met  in  his  20  years 
in  fabrics.  Bill  Gore  says,  "When  Bob 
and  I  meet  in  the  hall  we  can  transact 
in  15  seconds  what  others  would  take 
15  hours  to  do.  On  the  other  hand,  I 
am  the  everlasting  optimist.  Every- 
thing will  turn  out  all  right.  Bob  is  the 
perennial  skeptic.  It  is  a  very  creative 
balance  between  us." 

The  Gores  have  become  rich  over 
the  years,  although  they  also  have  giv- 
en away  a  fair  amount  of  money  and 
have  shared  profits  with  their  asso- 
ciates, as  might  be  expected.  Now 
90%  of  the  stock  is  held  by  the  family 


By  William  Baldwin 

Publishing  a  new  English 
translation  of  the  Bible  has 
been  known  to  involve  risk. 
For  his  unauthorized  version  of  1525, 
publisher  William  Tyndale  was  stran- 
gled and  burned  at  the  stake.  Sam 
Moore,  whose  company  has  spent 
$4.5  million  creating  and  another  $1 
million  advertising  its  New  King  James 
Version,  expects  to  fare  better.  In  fact, 
he  will  probably  recoup  the  invest- 
ment within  a  year. 

Moore,  a  53-year-old  Lebanese  im- 
migrant, is  founder  and  chief  execu- 
tive of  Thomas  Nelson  Inc.,  billed  as 
the  world's  largest  Bible  publisher.  In 
its  fiscal  year  ended  Mar.  31,  the 
Nashville  firm  sold  about  $47  million 
worth  of  books,  three-fourths  of  them 
Bibles,  and  netted  probably  $3  mil- 
lion. Quite  an  accomplishment  in  a 
mature  industry.  Tyndale's  custom- 
ers had  no  English  Bibles,  while  most 
of  Moore's  potential  customers  al- 
ready own  at  least  one. 


and  its  associates.  As  much  as  15%  of 
each  associate's  salary  goes  into  an 
employee  stock-ownership  plan.  In  a 
strange  way,  through  intensely  profit- 
motivated  capitalism,  the  Gores  have 
realized  an  old  Marxist  ideal,  elimi- 
nating the  alienation  between  work 
and  worker  and  giving  the  worker  the 
fruit  of  his  labor.  But  Gore's  system  is 
hardly  one  that  is  easily  copied.  To  do 
so,  he  says,  would  require  the  self- 
conscious  hierarchical  authority  that 
Gore,  so  far,  at  least,  has  managed  to 
avoid.  And,  he  says,  you  can  only  start 
a  lattice  organization  from  scratch. 
You  can't  make  one  out  of  an  existing 
hierarchy.  ■ 


Nelson's  Bible  publishing  revenues 
are  treble  those  of  second-ranking 
Zondervan  Corp.  But  Moore's  ambi- 
tions go  beyond  Bibles  and  other  reli- 
gious books,  such  as  The  Secret  King- 
dom, a  bestseller  by  television  preach- 
er Pat  Robertson.  A  year  ago  Nelson 
paid  $1.8  million  for  Dodd,  Mead  &. 
Co.,  the  once-prestigious  New  York 
publisher  of  Churchill  and  Shaw.  Nel- 
son got  in  Dodd,  Mead  a  business 
with  no  net  worth  and  no  profits  on 
almost  $4  million  in  yearly  sales. 
Dodd,  Mead's  sales,  in  the  first  year 
under  .Nelson,  have  fallen  to  $3  mil- 
lion, and  profits  are  still  elusive.  Yet 
Moore  has  hopes  of  transforming  Nel- 
son into  a  $500  million  "avant-garde 
publisher"  within  a  decade.  There  are 
those  who  lack  faith  in  that  revela- 
tion, but  then  they  doubted  Moore 
when  he  took  Nelson  public  in  1962. 
The  share  price  since  then  has  experi- 
enced a  rather  startling  ascension, 
shall  we  say,  having  risen  thirtyfold. 

Moore,  who  wears  a  beatific  smile 
that  seems  never  to  leave  his  face, 


The  Up  &  Comers 

Sam  Moore  is  perhaps  the  premier  Bible 
seller  in  America.  Can  he  also  make  it  in 
secular  publishing? 

Serving  God 
and  Mammon 
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©  1982  Toyota  Motor  Sales,  U.S.A.,  Inc 

Grand  Touring.  What  does  it  mean? 

In  the  new  1983  Toyota 
Cressida,  Grand  Touring  means 
Grand  Performance.  With  an  amaz- 
ing new  2.8  liter  Twin  Cam  engine 
that  does  to  smoothness  and 
quietness  of  ride,  what  Michelan- 
gelo did  to  a  ceiling.  Add  that  to 
Cressida's  new  independent  rear 
suspension,  with  coil  springs  and 
stabilizer  bar,  and  its  new  elec- 
tronically controlled  4-speed 
automatic  overdrive  transmission 
and  you  start  to  see  how  grand  a 


driving  experience  can  be. 

Cressida's  Grand  Touring  also 
means  Grand  Luxury.  From  the 
look  of  luxury  outside  —  dashing, 
elegant,  refined  —  to  the  feel  of  lux- 
ury inside  —  power  windows  and 
door  locks.  Automatic  tempera- 
ture control  air  conditioning.  Varia- 
ble assist  power  steering.  Cruise 
control.  AM/FM/MPX  stereo  re- 
ceiver with  four  speakers.  And  a 
driver's  seat  that  adjusts  to  your 
body  in  four  distinct  ways. 

What  else  does  Grand 


OH  WHAT  A  FEELING! 


Touring  mean? 

In  the  new  Cressida,  it  rep 
resents  a  feeling  you  get,  while 
touring  town  or  country.  A  feeling 
based  on  uncompromised  per- 
formance. And  spirited  drive.  It's 
the  image  of  the  car  you've  chosen 
And  of  yourself. 

Dashing. 

BUCKLE  UP— ITS  A  GOOD  FEELING! 


CRESSIDA  MOVES  PROUDLY 
INTO  THE  GRAND  TOURING  CLASS. 


The  Up  &  Comers 


calls  himself  a  bom-again  Christian. 
He  is  also  a  born  seller.  "Winning,"  he 
asserts,  "is  a  habit." 

Moore  came  to  the  U.S.  as  a  college 
student  and  took  a  summer  job  ped- 
dling Bibles  and  reference  books.  "I 
wanted  to  do  God's  will,"  he  says. 
Evidently,  God  didn't  will  that  Moore 
stay  in  New  York  as  a  Chase  Bank 
trainee,  the  job  he  took  after  getting  a 
business  administration  degree  from 
the  University  of  South  Carolina.  At 
27,  Moore  headed  back  to  the  Bible 
Belt  and  started  a  door-to-door  book 
distributorship  in  Nashville.  Sales, 


helped  by  easy  credit  terms,  exceeded 
$200,000  in  three  years.  In  1962 
Moore  used  a  $264,000  stock  offering 
to  finance  a  traditional  King  James 
Version  with  such  extras  as  a  concor- 
dance. His  publishing  concern,  Royal 
Publishers,  lost  $17,000  on  sales  of 
$126,000  in  1964.  But  it  turned  the 
corner  and  three  years  later  earned 
$93,000  on  sales  of  $1.2  million. 

The  world  was  changing,  however. 
Door-to-door  selling  was  dying.  By 
1968  Royal's  bad-debt  losses  quadru- 
pled, to  34%  of  credit  sales.  Salvation 
came  in  the  form  of  the  foundering 
U.S.  operation  of  Thomas  Nelson  & 
Sons,  a  170-year-old  British  publisher 
that  sold  through  stores.  Once  a  lead- 


Chairman  Sam  Moore  of  Thomas  Nelson 
"I  wanted  to  do  God's  will." 


er,  with  exclusive  rights  to  the  1952 
Retised  Standard  Version  of  the  Scrip- 
tures, the  U.S.  subsidiary  by  1968  was 
only  breaking  even  on  $1.4  million  in 
sales.  Royal  bought  the  subsidiary, 
putting  down  $400,000  of  the  $2.6 
million  price  and  covering  the  rest 
with  the  subsidiary's  $1.6  million  in 
cash  and  with  a  note  to  the  London 
parent. 

It  was  a  big  bite,  overnight  doubling 
the  sales  of  Moore's  company  (which 
adopted  its  acquisition's  name).  But 
the  combination  allowed  Moore  to  let 
door-to-door  sales  shrink  to  less  than 
5%  of  all  sales  today,  while  he  applied 
slicker  salesmanship  to  Nelson's 
staid  bookstore  line. 

Packaging  counts.  "We're  the  only 
ones  with  The  Topical  Chain  Bible," 
boasts  Moore,  "the  only  ones  with  The 
Open  Bible."  The  chain  Bible  color- 
codes  passages:  yellow  for  Holiness, 
gray  for  Sin,  red  for  Grace.  The  Open 
Bible  offers  "Christian-life  study  out- 
lines, cyclopedic  index,  weights  and 
measures,  full-color  maps  and  Inter- 
esting and  Unusual  Facts."  All  told, 
Nelson  has  550  different  styles  of  Bi- 
bles. That  doesn't  count  custom- 
made,  private-label  Bibles  for  televi- 
sion evangelists.  Nelson  sold  200,000 
Bicentennial  Bibles  to  Jerry  Falwell's 
organization. 

Nelson's  latest  product  coup  re- 
quired reediting  the  venerable  King 
James  Bible,  first  printed  in  1611.  The 
Nelson  version,  published  in  August, 
has  sold  more  than  1  million  copies.  It 
updates  thous  to  yous  and  firkin  to  10 
gallons,  but  retains  most  of  the  famil- 
iar wording  of  the  original.  The  aver- 
age specimen  costs  Nelson  a  bit  less 
than  $4  to  have  printed,  sells  to  book- 
stores or  to  K  mart  for  $8  and  retails 
for  $14. 

Of  course,  competition  exists.  Five 
years  ago  Zondervan  completed  its 
$2.5  million  New  International  Ver- 
sion, almost  indistinguishable  from 
the  Nelson.  But  Arthur  Farstad,  a  Nel- 
son editor  who  defends  his  Bible  at 
trade  shows  and  on  television  broad- 
casts, cites  chapter  and  verse  to  sug- 
gest that  Zondervan  strays,  in  the  in- 
terest of  readability,  just  a  trifle  from 
literal  translation. 

To  some  fundamentalists,  that 
hints  at  heresy.  Competition  also 
comes  from  the  1982  Reader's  Digest 
Condensed  Bible,  which  omits  the  rep- 
etition and  genealogies  in  the  origi- 
nal. Farstad  notes  pointedly  that 
Reader's  Digest  also  left  out  that  pas- 
sage in  Revelation  threatening  any- 
body who  would  subtract  words  from 
Holy  Writ.  These  are  more  than  theo- 
logians' quibbles.  As  Moore  was 
aware  when  he  chose  New  King  James 
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f  TO 
OPEN. 


Ed  Riebow, 
Director  of  Field  Operations 


The  last  thing  you  need  is  for  word 
to  get  out  that  you're  looking  for 
a  new  plant  site.  The  first  thing  you 
need  is  to  find  the  property  that's 
right  for  you. 

OUR  LIPS  ARE  SEALED. 

Burlington  Northern  has  been  in 
the  plant  location  business  a  long 
time  and  our  trained,  experienced 
staff  understands  completely  the 
importance  of  keeping  your  plans 
and  activities  totally  confidential. 
Our  eyes  are  open,  but  our  lips  are 
sealed. 


SITE  SEEING. 

And,  as  the  nation's  longest 
railroad,  Burlington  Northern  can 
offer  you  an  outstanding  variety  of 
locations  to  choose  from.  Rural  or 
urban,  we  have  sites  in  or  near 
most  major  markets,  from  Canada 
to  the  Gulf,  and  from  the  Pacific 
Northwest  to  Alabama  and  Florida. 


WE'LL  MIND  YOUR 
BUSINESS. 

If  you  want  to  find  out  more,  call 
Joe  Galassi,  Vice  President,  or 


Ed  Riebow,  in  St.  Paul,  at  (612) 
298-7059.  Put  the  nation's  longest 
railroad  to  work  for  you.  And  rest 
assured,  we'll  keep  your  business, 
your  business. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C583 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


as  the  title  for  his  edition,  half  of  all 
Bibles  bought  today  are  the  King 
James  Version. 

Moore's  challenge  now  is  to  under- 
stand secular  publishing  and  its  six- 
figure  bidding  for  big  authors  as  well  as 
he  understands  folks  who  buy  $14 
Bibles.  He  has  tried  to  diversify  before. 
He  once  had  Bible  revenues  down  to 


By  Paul  B.  Brown 

If  we  break  even,  it  will  be  a  ter- 
rific year."  That's  how  Edward  D. 
Winkler  Jr.,  controller  of  Vermont 
Research  Corp.,  sees  fiscal  1983. 

Hasn't  Vermont  Research  averaged 
a  33%  return  on  equity,  with  modest 
debt,  over  the  past  five  years?  Hasn't 
it  made  the  Forbes  Up  &  Comers  list, 
which  ranks  high-performing  small 
public  companies,  for  the  past  two 
years?  It  sure  has.  The  stock  recently 
got  a  positive  review  from  small-com- 
pany stock  picker  John  Westergaard, 
and  it  has  more  than  doubled  in  price 
within  the  past  year. 

Yet  sales  dropped  in  the  first  half  of 
fiscal  1983.  The  company  lost  money, 
and  Vermont  officials  don't  see  any 
immediate  improvement.  The  com- 
pany can't  escape  the  costs  that  are 
involved  in  continued  growth,  and  so 
it  has  come  to  a  critical  stage.  It  has  to 
change  and  diversify  without  going 
under  in  the  process. 

It  was  all  much  simpler  23  years 
ago,  when  the  company  consisted  of 
three  engineers,  one  of  whom  was  a 
salesman.  They  had  all  worked  for 
Bryant  Grinder  Co.  of  Springfield,  Vt., 
which  was  moving  to  a  Detroit  sub- 
urb. Says  President  Hugh  Taft,  who 
was  then  37,  "Two  of  us  were  born  in 
Vermont  [the  other  in  Maine],  raised 


half  the  total,  but  the  percentage  crept 
back  up  after  he  sold  a  printing  subsid- 
iary in  1974  and  a  disappointing  chil- 
dren's book  division  in  1978. 

As  for  trade  publishing,  success 
here  is  easier  to  seek  than  to  find. 
Elsevier,  the  Dutch  publisher  of  tech- 
nical and  reference  books,  failed  in  its 
attempt  to  run  E.P.  Dutton.  RCA 


The  Up  &  Comers 


in  Vermont  and  have  spent  our  entire 
lives  here.  We  didn't  want  to  go  to 
Detroit.  Besides,"  he  adds,  "it  served 
as  a  convenient  excuse.  We  were 
ready  to  go  out  on  our  own." 

So  Taft  and  his  colleagues  sought 
out  their  neighbors,  friends  and 
friends  of  friends  in  Vermont  and 
went  public  with  their  idea  for  a  com- 
pany called  Vermont  Research.  They 
sold  10,000  shares  at  $10  apiece  and 
used  that  $100,000  stake  to  compete 
with  their  former  employer.  Bryant 
made  drum  memories  for  computers. 
Vermont  Research  began  making  its 
version  down  the  street  from  the  old 
employer's  place  in  Precision  Valley, 
named  for  the  precision  metalwork 
that  flourished  there. 

In  the  beginning  Vermont  Research 
was  nothing  more  than  a  job  shop. 
"Our  second  order  from  Digital 
Equipment  Corp.  reads  in  full,  'Order: 
a  drum  memory  just  like  the  one  on 
purchase  order  thus  and  so,'  "  Taft 
says.  After  that,  Vermont  Research 
began  improving  its  products  and 
standardized  the  memory  specifica- 
tions, and  "the  business,"  Taft  says, 
"took  off." 

The  business — $13.5  million  in 
sales  last  year — now  lies  in  making 
rotating  drum  peripheral  memories 
for  computers.  In  the  performance 
hierarchy  those  devices  rank  midway 


could  not  make  a  fit  with  Random 
House.  So  Moore's  fling  with  Dodd, 
Mead  seems  as  ambitious  as  his  take- 
over of  Nelson  13  years  ago.  But 
Moore,  predicting  a  50%  rise  in  Dodd, 
Mead  sales  this  year,  believes  that 
God  helps  those  who  help  them- 
selves. "I  work  hard,"  he  says.  "I  don't 
walk  on  water."  ■ 


between  faster  semiconductor  memo- 
ries and  slower  and  cheaper  electro- 
mechanical memory  products  such  as 
magnetic  tapes. 

Even  in  that  slot,  Vermont  special- 
izes. It  concentrates  on  producing  re- 
liable, trouble-free  memories  to  con- 
trol things  like  manufacturing  pro- 
cesses and  telephone  switches — 
24-hour-a-day  jobs  in  which  down- 
time is  costly. 

By  1981  the  company  dominated  its 
tiny,  $50  million  market.  Sales 
peaked  that  year  at  $16.3  million  and 
margins  at  16.5% — nearly  three  times 
the  computer  industry's  average. 

But  even  then  the  market  had  be- 
gun to  change.  Industrial  users  started 
switching  from  the  large  mainframe 
computers  that  used  Vermont's 
memories  to  small  auxiliary  comput- 
ers. Because  the  auxiliary  computers 
do  less  work,  their  memories  needn't 
be  so  fast  or  reliable.  Cheaper  disk 
memories,  at  $3,000  each,  began  re- 
placing Vermont's  $12,000  to  $15,000 
drum  memories.  But  Vermont  kept 
pushing  to  expand  its  drum  business. 

Eventually  its  customers  forced  its 
move  into  disks,  but  by  that  time 
Control  Data,  Xerox  (through  its  Cen- 
tury Data  Systems  division)  and  four 
others  had  firmly  established  them- 
selves in  the  disk  market.  ■ 

And  that's  why  Vermont  has  come 
to  its  critical  stage. 

But  critical  doesn't  mean  it's  all 
doom  and  gloom  in  Precision  Valley. 
The  pie,  for  one  thing,  is  bigger.  The 
market  for  drum  memories  is  $50  mil- 
lion or  so  a  year,  while  some  $600 
million  in  disk  memories  are  expect- 
ed to  be  sold  in  1984.  Vermont  knows 
some  of  the  likely  customers  who, 
after  all,  have  been  Vermont  buyers  in 
the  past.  And,  once  again,  in  the  disk 
market  as  well  as  in  its  old  drum 
market,  Vermont  will  specialize. 

"Our  disk  will  be  able  to  withstand 
more  shock  and  wider  temperature 
ranges,"  Taft  says.  "And  it  will  not  be 
as  easily  affected  by  dust  and  other 
contaminants." 

The  Vermont  disk,  when  it  hits  the 
market  this  summer,  probably  will 
cost  more  than  its  competitors',  some 


The  analysts  are  cheering.  The  stock  now 
trades  at  30  times  earnings,  a  52-week 
high.  So  why  is  Vermont  Research  President 
Hugh  Taft  so  concerned? 

Trouble  in 
Precision  Valley 
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THE  METROMATIC  LIFE  INSURANCE  PROGRAM 

IT  WON'T  COST  YOUR  COMPANY  TO 
SHOW  YOU  CARE  AROUT  YOUR  EMPLOYEES. 


Metromatic  is  one  insurance 
arogram  that  your  employees  will 
'eally  appreciate.  And  you  can 
)ffer  it  at  no  premium  cost  to  your 
:ompany. 

Even  if  you  already  have  a  group 
Man,  you  can  offer  your  employees 
:he  option  of  acquiring  Metropolitan 
Dermanent  whole  life  insurance  for 
.hemselves,  their  spouses,  and  chil- 
dren—at  a  lower  premium  than  they 
vould  pay  if  they  were  buying  it  on 
heir  own. 

They  can  keep  their  insurance 
it  the  same  discounted  premium 
"or  as  long  as  they  live,  even  if  they 
eave  your  company.  In  addition, 


Metropolitan's  permanent  insurance 
continues  to  build  cash  value. 

There  is  no  limit  to  the  number  of 
eligible  employees  who  can  be  en- 
rolled, and  Metromatic  is  available 
to  companies  large  and  small. 

With  Metromatic,  Metropolitan 
handles  the  details  for  you.  As  one 
of  the  largest  insurers,  we  have  offices 
across  the  country.  So  our  experienced 
staff  can  come  to  your  company  to 
discuss  coverage  options  with  your 
employees  and  enroll  them.  We 
just  ask  that  you  arrange  to  have  the 
premiums  automatically  deducted 
from  your  payroll. 

Your  employees  pay  less.  Essen- 


tially your  only  expense  is  setting  up 
the  payroll  deductions.  We  do  the 
rest  of  the  work.  That's  Metromatic. 

If  you'd  like  this  program  for  your 
company,  or  if  you  have  any  questions, 
please  call  your  local  Metropolitan 
representative  or  write  to  Metromatic 
Unit,  Metropolitan  Life  Insurance 
Company,  One  Madison  Avenue, 
New  York,  N.Y.  10010. 

Metropolitan  believes  helping  em- 
ployees can  be  good  for  companies. 


5  <  Metropolitan 

faap   Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  RY  YOU. 


P  198.5  Metropolilan  Life  Insurance  Company,  NY,  NY 


Life/Health/Auto/Home/Retirement 


The  Up  &  Comers 

10%  to  15%  more  than,  say,  a  Control 
Data  disk.  "Again,  the  question  is,  has 
Vermont  Research  gone  after  a  mar- 
ket niche  that  is  so  narrow  that  we  are 
limiting  ourselves?"  Taft  asks.  "We 
honestly  don't  know.  In  six  months  or 
so  we  will  have  an  answer,  but  right 
now  we  don't." 

Taft  is  unhappy  with  such  uncer- 
tainty. Although  the  best  guesses  put 
the  disk  market  at  unit  sales  of 
200,000  in  1984,  which  yields  that 
$600  million  potential  sales  figure, 
things  are  far  from  certain.  Most  of 
the  2,600  companies  that  install  of- 
fice computer  systems  are  Vermont's 
potential  customers.  But  the  majority 
of  those  firms  have  fewer  than  20  em- 
ployees and  have  been  in  business  for 
fewer  than  five  years.  For  a  premier 
emerging  growth  company  to  depend 
on  that  shaky  a  market  is,  under- 
standably, unsettling. 

But  Taft  insists  that  the  decision  to 
pursue  the  disk  market  won't  risk  the 
survival  of  the  company.  It  is  true  that 
research  and  development  spending 
has  increased  fivefold  since  fiscal 
1979,  to  $1.5  million  a  year.  But  cash 
income  finances  part  of  that,  and  the 
rest  of  the  money  has  come  from  an 
October  1980  stock  offering.  The 
stock  then  was  trading  at  nearly  $31  a 
share.  It  now  sells  around  $17  a  share. 
While  the  money  languished,  Ver- 
mont invested  it  in  Treasury  bills, 
which  produced  about  half  its  income 
last  year. 

But  what  if,  when  the  money  is 
finally  gone,  Vermont  has  failed  to 
entrench  itself  in  disks?  "Well,"  Taft 
says,  "there  will  be  some  kind  of  mar- 
ket there."  And,  he  says,  Vermont 
will  simply  have  to  adapt  its  disk  to 
that  market.  Or  live  on  its  $10  million 
a  year  in  drum  sales.  He  pauses  for  a 
moment.  "But  just  suppose  for  a  mo- 
ment that  the  200,000  unit  figure  is 
right,  and  that  we  can  grab  just  2%  of 
it.  We  would  double  the  size  of  the 
company." 

That's  the  way  it  really  shapes  up: 
big  risk,  big  reward.  But  the  current 
optimistic  forecasts  by  the  market 
may  prove  to  be  fanciful.  Speculators 
in  the  stock  are  hoping  for  a  short- 
term  play  that  may  not  occur.  For 
fiscal  1984  and  beyond,  Vermont's  fu- 
ture remains  pure  guesswork.  Says 
Taft,  "It  would  be  nice  to  think  that 
Vermont  Research  could  become  a 
force  in  the  disk  market."  But  wishful 
thinking  isn't  staying  power  in  the 
increasingly  competitive  world  of 
computer  technology.  The  market 
will  have  the  last  word. 


Vermont  Research  President  Hugh  Taft 

"We  didn't  want  to  go  to  Detroit.  We  were  ready  to  go  out  on  our  own. 


"Invest  i 

It's  not  exactly  cheating,  a  good 
many  owners  of  closely  held  busi- 
nesses insist,  so  if  you  can  reduce 
taxes  by  goosing  your  depreciation  or 
charging  the  company  for  car  ex- 
penses, country  club  memberships 
and  dining  out  without  clearly  gener- 
ating income,  who  but  Uncle  Sam 
gets  hurt? 

The  owner,  that's  who,  says  Arthur 
H.  Rosenbloom.  The  damage  comes 
not  merely  in  a  civic  or  moral  sense 
but  in  hard  cash,  when  the  owner 
decides  to  sell  his  business. 

Here's  how.  "Let's  say  the  business 
has  sales  of  $10  million  and  the  owner 
is  reporting  $1  million  of  taxable  in- 
come," says  Rosenbloom,  executive 
vice  president  of  MMG  Capital  Corp., 
a  New  York  firm  that  does  merger  and 
acquisition  work.  "A  buyer  comes 
along  and  says  he  will  pay  10  times 
earnings  for  the  business  and  offers 


i taxes" 

$10  million.  The  owner  complains, 
saying,  'Look,  if  you  took  out  my  en- 
tertainment expenses  and  the  like  and 
slowed  down  the  depreciation,  the 
business  would  be  netting  much 
more.  It's  really  earning  $1.3  million, 
so  it's  worth  $13  million.'  " 

That's  like  saying  the  horse's  teeth 
wore  down  because  he's  a  great  biter, 
and  the  buyer  senses  weakness.  He 
haggles  over  price.  Often  the  deal 
stalls  and  dies. 

"I  always  tell  sellers  to  invest  in 
taxes,"  Rosenbloom  says.  "Report  the 
extra  income.  If  you  reported  the  extra 
$300,000,  it  would  be  worth  $3  mil- 
lion to  you  when  you  sell,  assuming 
the  10-times-earnings  multiple." 

For  the  businessman  with  no  inten- 
tion of  selling,  of  course,  maximizing 
taxable  income  makes  for  higher 
taxes.  But  also  fewer  sleepless 
nights.— P.B.B. 
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Connecticut 


O'Neill  Is  Top  Salesman 


Commitment  to  Jobs 


As  a  former  small  busi- 
ness operator  in 
Connecticut,  State  Gov- 
ernor Bill  O'Neill 
recognizes  that  jobs  are 
not  created  by  gover- 
nors, but  by  private  enterprise. 

That  is  why,  Governor  O'Neill 
says,  he  makes  it  his  business  to 
act  as  a  catalyst  for  job  creators  in 
Connecticut.  He  feels  it  is  one  of 
the  best  ways,  as  Connecticut's 
chief  executive  officer,  that  he  can 
be  effective  in  his  role  as  the 
guardian  of  the  public  trust  and 
welfare.  "Without  a  healthy  econ- 
omy and  jobs  to  support  our 
families — to  give  us  all  a  sense  of 
self-esteem  and  accomplishment 
— our  state  cannot  grow  and 
prosper." 

It  is  for  this  reason  that  the 
Governor,  as  head  of  Connecticut's 
"Development  Team,"  has  worked 
for  the  past  two  years  to  help 
build  and  maintain  a  strong  eco- 
nomic climate  in  the  state. 
And,  strong  it  is. 
Connecticut  today  has  a  widely 
diversified  economy  that  draws  its 
strength  from  a  rapidly  expand- 
ing "home  grown"  industrial 
base,  a  flourishing  service  sector, 
a  growing  affinity  with  the  inter- 
national marketplace,  and  from 
the  hundreds  of  new  companies 
that  continue  to  move  to 
Connecticut. 

Connecticut  is  consistently 
outperforming  the  national 
economy  on  all  fronts,  with  an 
unemployment  rate  that  has  been 
well  below  the  national  average 
for  more  than  five  years.  In  1982, 
Connecticut's  jobless  rate  was 
lower  than  that  of  41  other  states, 
including  all  of  the  industrialized 
states  in  the  country. 

The  economy  continues  to 
produce  the  second  highest  per 
capita  income  in  the  United 


States,  and  is  riding  a  crest  of 
commercial  construction  and  re- 
vitalization  in  its  cities  that 
promises  a  bright  future. 

"Yankee  determination  and 
ingenuity  have  helped  make 
Connecticut  and  the  rest  of  New 
England  more  resistant  to  reces- 
sion than  at  any  other  time  in  our 
region's  modern  history,"  says 
Governor  O'Neill,  who  is  also 
chairman  of  the  New  England 
Governors'  Conference. 

The  state  has  thrown  off  the 
yoke  of  dependence  on  some  of  its 
older  basic  industries,  but  has 
reaped  the  benefits  as  many  of 
these  old-line  companies  have  won 
the  battle  with  economic  evolution 
and  have  carved  out  specialized 
niches  within  new-found  areas. 
Connecticut  has  also  drawn  back 
the  curtain  to  reveal  a  sophisti- 
cated community  of  high  tech- 
nology companies  and  corporate 
offices,  which  has  been  quietly 
percolating  and  producing  new 
jobs.  With  firms  such  as  Combus- 
tion Engineering  and  Champion 


International  in  Stamford,  and 
Heublein  in  Farmington,  the  ex- 
pansion goes  on. 

The  diversity  of  Connecticut's 
business  activity,  from  insurance 
to  machine  tools  to  fiber  optics, 
and  the  subtle  transformations 
taking  place,  have  been  stamped 
indelibly  into  the  economic  fabric. 
Added  to  its  traditional  indus- 
tries, the  state  today  can  boast  a 
larger  percentage  of  manufactur- 
ing workers  in  advanced  techno- 
logical fields  than  any  other  state 
except  California. 

These  diverse  economic  sectors 
are  held  together  by  what  Gover- 
nor O'Neill  refers  to  as  Connecti- 
cut's "unparalleled  quality  of  life." 
This  is  an  atmosphere  that  has 
been  made  possible  by  a  rich  and 
historical  industrial  tradition,  by 
a  deep-rooted  cultural  and  work 
heritage,  by  a  population  of  men 
and  women  known  for  their  pace- 
setting  qualities,  and  by  Connecti- 
cut's natural  recreational  advan- 
tages and  widespread  scenic 
beauty. 


The  Number  One  Name 
In  Dictation  Presents 
;The  "Dictaphone  fOf 
Wford  Processors. 

What  Dictaphone  did  for  dictation,  Dictaphone  is  now  doing 
for  word  processing. 

Dictaphone  has  long  been  at  the 
forefront  of  office  productivity. 
Now  we're  about  to  outdo 
even  ourselves. 

The  Dictaphone  System  6000  is 
everything  you  could  ask  for  in  a  word 
processor.  And  some  things  you  probably 
never  considered  possible. 

Its  Main  Purpose  in  Life  is 
Word  Processing. 

The  Dictaphone  System  6000 

excels  in  the  business  of  text 

editing,  formatting  and 
documentation.  (It's  also  a  records  processor  powerful 
enough  to  make  you  think  it's  a  data  processor,  but 
that's  gravy.) 

Not  only  does  it  let  you  change  words  and  sentences,  its 
exclusive  Footnoter  feature  "floats"  footnotes  over  to  their 
correct  page.  DictaSpell  checks  and  corrects  spelling.  [ 
And  SideStep,  another  Dictaphone  exclusive,  lets 
your  more  experienced  people  skip  unnecessary 
steps.  The  work  never  went  so  fast. 

It's  Also  Part  of  the  Dictaphone  Integrated  Office  System. 

You  can  move  from  the  stand-alone  word  processor  to  a  hard 
disk  cluster  system,  or  even  tie  into  Dictaphone  Omninet,® 
a  local  area  network  that  lets  you  communicate  and  share 
information  with  other  office  equipment. 

The  Final  Touch  is  the  Dictaphone  Personal  Touch  Training. 

Dictaphone  Marketing  Support  Representatives  give  you 
hands-on  instruction,  expert  installation  and  appli- 
cation-oriented follow-up.  We  even  do  a  90-Day 
Productivity  Audit  to  see  that  you're  getting  all  you 
can  out  of  your  System  6000. 

It's  all  part  of  what  has  made  the  Dictaphone 
name  first  in  the  office  for  so  many  years. 


r  

To  see  the  "Dictaphone"  of  word  processors,  complete 
this  coupon.  Or  call  toll-free: 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
In  New  York  call  I  914  967  6067 
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Dictaphone.  DictaSpell.  and  Personal  Touch  are  trademarks  of  the  Dictaphone 

Corporation.  Rye.  N  Y.  Omninet  Is  a  registered  trademark  of  Corvus  Systems.  Inc.  This  product  contains 
software,  portions  of  which  were  developed  under  license  from  Symantec.  ©  1982.  Dictaphone  Corp 
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1 20  Old  Post  Road,  Rye,  New  York  1 0580 
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One  of  the 
biggest 

investment 
companies 

in  America 

isnotan 
investment 
company. 


Its  an  insurance  company. 

An  insurance  company  that  has 
become  much  more  than  an 
insurance  company.  One  whose 


performance  in  financial  manage- 
ment ranks  it  among  the  nations 
leading  financial  institutions. 
Why? 

Diverse  multi-market  invest- 
ment expertise.  (We  call  it  Total 
Money  Management.) 

The  Travelers  has  an  impressive 
irray  of  capital  market  specialists. 
Each  has  easy  access  to  those  in 
3ther  fields,  allowing  them  to  gain 
information  from  outside  the 
realm  of  their  individual  expertise. 
This  lateral  exchange  of  knowledge 
and  insights  gives  The  Travelers 


capital  market  expert  a  broader 
perspective  that  can  profoundly 
influence  our  investment  decisions 
—making  our  specialists  very 
special  indeed. 

It  has,  for  instance,  enabled 
them  to  build  assets  under  man- 
agement to  more  than  $27.2  billion. 
This  includes  over  $13  billion  in 
pension  and  profit  sharing  assets, 
which,  through  new  deposits  and 
effective  investment,  grew  25%  last 
year  (capping  a  five-year  annual 
growth  rate  of  22%).  Not  bad  for 
a  company  that  is  better  known 
for  expertise  in  insurance  than  in 
capital  management. 

The  financial  managers  at  The 
Travelers  are,  of  course,  available  to 
manage  your  assets.  Whether  as 
small  as  a  corporate  IRA  or 
as  large  as  a  pension/ profit  (^tjxjjj*) 
sharing  plan  for  a  major  • 
corporation.  ilLrd1 

For  more  information,  call 
Tom  Keating  at  (203)  277-7777. 

If  all  you're  getting  from  your 
insurance  company  is  insurance,  get 
in  touch  1 1 nth  The  Travelers. 

TheTraveler^ 

The  Travelers  Corporation  and  its  AHdiatcd  Companies,  Hartford,  CT  06115 


Connecticut 


It  is  what  has  helped  Connecti- 
cut to  become: 

•  A  heavily  industrialized  econ- 
omy (sixth  in  the  nation),  with 
continued  leadership  in  metal- 
working  and  electronics; 

•  A  recognized  financial  center 
and  home  to  many  of  the  worlds 
largest  insurance  firms; 

•  Home  of  nearly  three  dozen  of 
the  largest  industrial  corpora- 
tions in  the  world; 

•  A  center  of  invention,  with 
more  patents  per  capita  than 
virtually  any  other  state; 

•  An  exporting  powerhouse,  with 
strong  ties  to  the  international 
economy; 

•  A  reinvigorated  center  of  tour- 
ism, which  has  become  year- 
round  instead  of  merely  sum- 
mertime; this  has  developed 
into  a  $2-bilhon-a-year  activity. 
While  all  that  may  add  up  to  a 

highly  marketable  economic  cli- 
mate, Connecticut  doesn't  wait  to 
be  asked  about  it.  And  Governor 
Bill  O'Neill  has  not  become  the 


state's  top  salesman  by  sitting  be- 
hind his  desk  all  day. 


Connecticut  is  a  small  state  on  the  east 
coast.  It  is  within  easy  reach  of  major 
U.S.  and  Canadian  markets. 


The  Governor  regularly  meets 
with  corporate  chief  executives 
and  visits  business  owners 
throughout  the  state  to  let  them 
know  Connecticut  is  eager  to 
assist  them  as  job  creators.  He  has 
involved  business  leadership  in 
his  efforts  to  encourage  higher 
education  to  be  more  responsive  to 
employment  needs.  Some  of  the 


state's  key  industrial  and  financial 
leaders  assist  Governor  O'Neill's 
economic  development  efforts 
through  the  nonprofit  Connecti- 
cut Economic  Development 
Corporation,  the  first  organiza- 
tion of  its  kind  in  the  United 
States. 

Governor  O'Neill  travels  outside 
Connecticut  to  promote  the  state 
to  executives  and  organizations  in 
a  position  to  influence  plant  loca- 
tion decisions.  He  has  scoured 
Paris,  London,  and  Frankfurt  for 
overseas  sources  of  investment 
and  jobs. 

"It  was  the  Governor's  involve- 
ment that  tipped  the  scales  in 
favor  of  Connecticut,"  says  An- 
thony Robinson  of  Bolmet,  Inc. ,  a 
newly-formed  subsidiary  of  a 
French  firm  which  treats  paper 
for  the  electronics  industry  After 
meeting  with  Governor  O'Neill  in 
Paris,  the  company's  owners  de- 
cided to  build  their  new  plant  in 
the  town  of  Killingly  in  north- 
eastern Connecticut. 

To  build  upon  Connecticut's  ex- 
isting economic  strength,  and  to 
prepare  the  state  for  the  future, 
Governor  O'Neill  has  initiated  a 
high  technology  strategy  cover- 
ing venture  capital,  new  technical 
school  equipment,  research 
grants,  scholarships,  and  job  re- 
training programs.  He  has  also 
formed  a  Connecticut  High 
Technology  Council  involving 
business,  labor,  and  education 
to  help  chart  the  state's  future 
technology  and  development. 
Lieutenant  Governor  Joseph  J. 
Fauhso  is  chairman  of  the  new 
council. 

Supporting  the  Governor  is  an 
aggressive  Department  of  Eco- 
nomic Development,  which,  over 
the  past  eight  years,  has  built  a 
powerful  arsenal  of  development 
programs  and  incentives. 

"Our  aim  is  to  give  backup  to 
the  job  creator  on  an  ongoing 
basis,"  says  Economic  Develop- 
ment Commissioner  John  J. 
Carson.  "But  the  job  would  not  be 
possible  were  it  not  for  the  strong 
support  and  direction  we  get  from 


Connecticut  is  a  leader  in  the  production 
of  transportation  equipment,  which 
includes  helicopters  made  by  Sikorsky 
Aircraft  in  Stratford. 


the  top.  Governor  O'Neill  recog- 
nized early  in  his  administration 
that  a  healthy  economy  would 
continue  to  be  the  key  to  a  supe- 
rior quality  of  life  for  Connecticut 
residents.  He  has  made  it  clear 
that  that  is  our  mission." 

Carson  says  the  Connecticut 
General  Assembly  has  also  made 
a  commitment  to  jobs  through  in- 
novative development  programs 
mcluding  the  first  state-funded 
venture  capital  agency  in  the  na- 
tion, and  the  pioneering  urban 
enterprise  zones,  which  are  just 
starting.  The  legislature  has 
eliminated  sales  taxes  on  new  ma- 
chinery and  equipment,  has 
phased  out  all  taxes  on  wholesale 
and  retail  inventories,  has  in- 
stituted major  manufacturing  tax 
abatements,  and  has  established 
innovative  business  tax  credit  pro- 
grams pertaining  to  such  areas  as 
day  care  and  apprenticeship  job 
training. 

"Development  in  Connecticut  is 
a  team  effort,"  Carson  says, 
adding  that  the  small,  manage- 
able size  of  its  state  government 
facilitates  discussions  among 
commissioners  of  different  agen- 
cies as  well  as  with  local  govern- 
ment officials.  "All  agencies, 
whether  Environmental  Protec- 
tion, Transportation,  Labor,  or 
Agriculture,  work  very  closely 
with  us  to  insure  a  balanced,  and 
responsible,  expansion  of  our 
economy." 


B2  Champion  International  Corporation 


Champion  is  planting  seeds 
or  the  future. 

ubject:  Seeds  of  thought. 


k  hampion  is  a  forward-looking  forest 
'  products  company.  We  have  to 
—because  the  seeds  we  plant  in  the 
th  now  will  take  anywhere  from  25 
>0  years  to  mature. 

Think  of  that  for  a  moment.  The 
is  we  plant  today  and  the  products 
will  make  from  them — wood  building 
terials  for  construction,  paper  for 
nmunication,  packaging  for  shipping 
j  selling — won  t  "happen"  until  some- 
e  between  the  year  2008  and  2043. 
you  know  of  any  human  economic 
ivity  that  is  as  long-range  as  that? 

So  the  very  nature  of  our  business 


makes  us  take  the  long  view.  It  makes 
us  think  a  lot  about  the  future — the  fu- 
ture of  our  company  and,  because  the 
two  are  bound  so  inextricably  together, 
the  future  of  our  society  as  well. 

You  may  have  noticed  some  of 
our  magazine  advertisements  on  ideas 
about  what  the  future  may  hold.  Ideas 
like  extended  life  spans,  personal  pri- 
vacy in  the  age  of  information,  human 
engineering,  the  frontiers  of  the  ocean 
and  space,  and  educating  our  children 
to  be  able  to  make  a  living  in  a  rapidly 
changing  technological  world. 

As  a  company,  we  like  to  think  our 


eyes  are  fastened  on  the  future,  while 
our  feet  are  planted  firmly  in  the  / 
here  and  now.  Being  in  this  \\\ 
business  of  planting  seeds  \\J\\\jA 
for  the  future — both  seeds  (  :jX>  v(l  V 
of  trees  and  seeds  of        W/a  \  IV 
thought — can  do  that  to  you.^A^/ 

Champion.  The  «<P 
forest  products  company  of 
the  future.  6£m 


Champion 

Champion  International  Corporation 


Connecticut 


An  International  State 

Jobs  From  Around  the  World 


More  than  150,000  Connecti- 
cut workers  owe  their  jobs 
to  the  international  mar- 
ketplace. Not  only  does  Connecti- 
cut receive  a  significant  share 
of  the  overseas  manufacturing 
investment  coming  into  the 
United  States,  but  it  is  also  one 
of  the  most  export-dependent 
states  in  the  nation. 

An  estimated  $5  billion  worth 
of  manufactured  goods  leaves 
Connecticut  annually  for  other 
countries.  This  activity  directly 
and  indirectly  impacts  an  estimat- 
ed 120,000  workers  in  the  state. 

In  addition,  Connecticut  is  to- 
day the  home  of  approximately 
225  overseas  companies  which 
employ  some  30,000  residents 
of  the  state. 

Overseas  investment  has  be- 
come such  a  normal  part  of  the 
state's  economic  existence  that 
many  people  are  unaware  of  the 
international  ties  among  com- 
panies. Miles  Laboratories  in 
West  Haven  is  German-owned, 
as  is  Royal  Business  Machines 


Manufacturing  continues  to 
be  the  backbone  of  the  Con- 
necticut economy.  The 
"Urban  Jobs  Program"  provides 
inducements  for  a  manufacturer 
— an  existing  as  well  as  a  new 
firm — to  invest  in  the  state's  ur- 
ban areas.  The  program's  main 
purpose  is  to  provide  employ- 
ment to  the  people  who  live  in 
the  cities  and  to  help  bring  mi- 
norities into  the  state's  economic 
mainstream. 

More  than  300  manufacturers 
have  undertaken  projects  in  the 
state's  urban  areas.  Together, 
these  projects  involve  some  $475 


in  Windsor,  a  longtime  Connect- 
icut company  which  has  become 
Volkswagen's  chief  non-automo- 
tive business  activity  in  the  U.S. 

North  American  Philips  Cor- 
poration, the  U.S.  arm  of  the 
giant  Dutch  multi-national,  has 
become  one  of  Connecticut's 
largest  manufacturing  employ- 
ers, with  some  3,000  workers. 
Included  is  the  corporation's 
Consumer  Products  Division 
(Norelco),  which  moved  its  cor- 
porate headquarters  two  years 
ago  to  Stamford.  Norelco  Presi- 
dent Richard  Kress  had,  years 
earlier,  exhibited  vision  and 
imagination  by  locating  a  Nor- 
elco cof  feemaker  plant  in 
charming  and  quaint  Essex,  on 
the  Connecticut  River. 

While  some  of  the  overseas 
firms  are  consumer-oriented, 
the  vast  majority  are  manufac- 
turers of  electronic  controls, 
components,  instruments,  and 
industrial  machines.  Some  ex- 
amples: Maho  Machine  Tool  in 
Naugatuck  and  Index-Werke  in 


million  and  some  26,000  man- 
ufacturing jobs. 

The  incentives  for  a  manufac- 
turer investing  in  an  "Urban 
Jobs"  area: 

•  80%  property  tax  abatement 
for  5  years; 

•  25%  reduction  in  corporate 
business  tax  for  10  years; 

•  $500  grant  for  each  new  job 
created; 

•  interest  rate  reductions  in 
direct  state  loans. 

There  are  21  eligible  areas  for 
"Urban  Jobs"  incentives.  They 
include  major  cities  as  well  as 
other  high  unemployment  areas: 


Shelton,  both  from  Germany; 
SPM  Instruments  of  Sweden  in 
Marlborough. 

About  a  dozen  overseas  firms 
move  into  Connecticut  each 
year.  While  most  of  the  activity 
has  traditionally  come  from  Eu- 
rope, new  business  is  beginning 
to  arrive  from  Japan.  Honda 
America,  for  example,  will  soon 
open  its  new  Northeast  parts 
distribution  center  in  Windsor 
Locks.  Nitsuko  America  in 
Shelton  began  constructing  an 
addition  almost  as  soon  as  its 
first  building  was  ready  for 
occupancy. 

Both  the  Conference  Board 
and  the  Federal  Reserve  Bank 
of  Boston  have  cited  Connecti- 
cut as  a  leader  in  attracting 
overseas  investment;  this  is  es- 
pecially impressive  in  light  of 
the  state's  size. 

To  help  maintain  this  momen- 
tum, Connecticut  has  two  full- 
time  staff  people  in  Frankfurt, 
Germany.  They  not  only  pro- 
mote Connecticut  to  European 
businesses,  but  they  also  act  as 
liaison  with  Hartford  to  deter- 
mine possible  joint  ventures 
and  other  trade  leads  between 
Europe  and  Connecticut. 


Ansonia,  Bridgeport,  Derby, 
Hartford,  Killingly,  Meriden, 
Middletown,  New  Britain,  New 
Haven,  New  London,  Nor  walk, 
Norwich,  Plymouth,  Putnam, 
Stamford,  Stonington,  Tor- 
rington,  Waterbury,  West  Haven, 
Willimantic,  and  Winsted. 

In- addition,  Connecticut  was 
the  first  state  in  the  nation  to 
establish  "Urban  Enterprise 
Zones."  Special  areas  within  six 
different  cities  offer  an  array  of 
powerful  tax  and  other  financial 
incentives  for  manufacturing, 
commercial,  and  residential  de- 
velopment. The  six  zones  are  in: 
Bridgeport,  Hartford,  New 
Britain,  New  Haven,  New 
London,  and  Nor  walk. 


Urban  Area  Incentives 


FLEXIBLE  BUSINESS  FINANCING  FOR  AMERICA 

BarclaysAmerican/Business  Credit 
Headquartered  in  Connecticut.  Offices  nationwide. 


Business  Credit 


An  affiliate  of 


111  Founders  Plaza,  East  Hartford,  CT  06108 
Call  1-800-243-LOAN 


Chesebrough-Pond's  Success  Story  No.7 


Ragu  Sauces.The  leader  in  a 
$500  million  a  year  market. 


When  Ragu  Sauces  first  joined  the 
Chesebrough-Pond's  family  in  1969, 
it  was  a  high  quality  regional  brand  with 
sales  of  $22  million.  Today  Ragu  is  not  only 
the  national  category  leader,  it  is  also  the 
leader  in  new  product  areas  with  entries 
like  Homestyle  Spaghetti  Sauce.  And  this 
past  year,  Packaged  Foods  Division  sales 
advanced  again,  reaching  a  new  high  of 
over  $317  million.  That's  performance 
that  will  whet  any  appetite. 

In  packaged  foods,  casual  footwear, 
children's  apparel,  cosmetics,  fragrances, 
health,  beauty  products,  and  now,  tennis 
racquets,  Chesebrough-Pond's  is  dedi- 
cated to  quality  and  value.  This  has 
helped  our  leadership  brands  increase 


sales  and  earnings  for  27  years  straight. 
And  enabled  us  to  pay  dividends  without 
interruption  for  over  100  years. 

For  over  10  years,  Chesebrough-Pond's  has 
made  its  headquarters  in  Connecticut.  We  look 
forward  to  continued  growth  in  this  progressive 
business  environment. 


Chesebrough^onds  Inc. 


Vaseline 

Intensive 
Care 

AZIZA 

PRINCE 
MATCHABELL1 

0AGU' 

prime 

PONDS 

Vaseline 

Health-te 

Cutex 

These  brand  names  are  registered  trademarks 
ot  Ctiesebrough-Pond's  Inc  and  its  divisions 


Consistent  profitable  growth . . .  through  leadership  brands. 


Perkin-Elmer.  Our  business 
is  taking  high  technology 
even  higher. 


Even  into  outer  outer  space.  Ce- 
lestial bodies  14  billion  light  years 
away,  at  the  edge  of  the  universe, 
will  become  visible  with  the  Space 
Telescope  we're  building  for 
NASA.  It's  one  of  the  most  com- 
plex scientific  space  systems  ever 
made. 

32-bit  minicomputers  for 
business  and  industry 

Perkin-Elmer  pioneered  32-bit 
technology  and  offers  a  broad 
range  of  systems  and  software. 
These  powerful  tools  perform 
hundreds  of  exotic  and  workaday 
tasks.  In  aeronautical  simulators. 
Seismic  exploration.  Commer- 


cial transaction  processing. 
Computer-aided  design  and 
manufacture. 

Computer  Aided  Chemis- 
try, a  new  concept 

We're  the  world  leader  in  analyti- 
cal instrumentation.  Our  Computer 
Aided  Chemistry  concept  links  in- 
struments and  computers  through 
specialized  software  programs 
The  result  is  a  revolution  in 
analytical  lab  management  and 
productivity. 

Advancing  semiconductor 
technology 

The  heart  of  the  computer  and 


many  other  electronic  devices  is 
the  tiny  semiconductor  chip,  a 
complex  of  thousands  of  circuit 
lines,  each  1/30  as  thin  as  a 
human  hair.  We're  the  major 
source  of  critical  equipment  that 
enables  the  semiconductor 
industry  to  produce  chips  with 
economy,  reliability  and  uncanny 
precision. 

Perkin-Elmer  is  a  $1  billion  in 
sales  multinational  corporation 
with  a  core  technology  in  com- 
puter sciences.  Write  for  our  cor- 
porate brochure.  Perkin-Elmer, 
Main  Avenue,  M.S.  82,  Norwalk, 
CT  06856. 


PERKIN  ELMER 


Connecticut 


Technology  Reflects  Heritage 


High  Technology 
Breeding  Ground 


ven  that  entrenched 


symbol  of  industrial 
expansion — the  cere- 
monial ground-break- 
ing— must  succumb  to 
the  march  of  technology. 

Such  was  the  case  when  Con- 
dec  Corporation  broke  ground 
for  its  new  Waterbury  plant 
with  the  aid  of  a  robot  made  in 
Danbury  by  Unimation,  Inc., 
the  world's  largest  producer  of 
industrial  robots. 

The  robot  with  a  shovel  was 
unusual  enough  but,  when  that 
magnificent  combination  of 
electronics  and  hydraulics 
raised  its  mechanical  arms  in 
salute  to  the  audience,  that  typ- 
ified the  new  technological  age 
in  Connecticut. 

This  is  the  state  that  supplied 
cannonballs  and  other  staples  to 
the  Colonial  Army,  that  inspired 
Eli  Whitney's  revolutionary  sys- 
tem of  interchangeable  parts, 
and  that  fed  the  nation  its  sup- 
plies of  brass,  silver,  rubber,  and 
textile  products. 

But  Connecticut  today  has 
expanded  its  rich  industrial 
heritage  and  metalworking 
roots  into  the  21st-century 
fields  of  computers,  optics, 
lasers,  instruments,  and  bio- 
medical chemicals  and 
pharmaceuticals . 

Contrary  to  the  popular  im- 
age, Connecticut  is  not  just  a 
collection  of  white  colonial-style 
houses  overlooking  a  town 
green.  Connecticut  can,  indeed, 
lay  claim  to  such  picturesque 
scenes,  yet  it  also  ranks  as  one 
of  the  nation's  leading  indus- 
trialized states,  with  well  over 
one-third  of  its  work  force  in- 
volved in  manufacturing.  The 
state  now  has  a  larger  percent- 
age (26.6  percent)  of  its 
manufacturing  labor  force  in 


Mirror  of  NASA  Space  Telescope,  made  by 
Perkin-Elmer  of  Norwalk.  Connecticut 
remains  in  the  forefront  of  high 
technology  development. 


high  technology  fields  than  48 
other  states  in  the  country. 
These  are  precision-skilled  em- 
ployees with  an  international 
reputation  for  turning  out 
quality  products  ranging  from 
microscopic  chips  to  the  most 
powerful  and  sophisticated  jet 
engines  in  the  world. 

And  most  of  Connecticut's 
high  technology  profile  is 
"home  grown."  The  state  has 
long  been  known  for  its  en- 
trepreneurship  and  inventive- 
ness, and  has  consistently 
ranked  among  the  leaders  in 
the  number  of  scientists,  indus- 


trial laboratories,  and  patents 
granted. 

The  high  technology  nature 
of  Connecticut's  economic  cli- 
mate is  a  logical  extension  of  the 
quality  that  has  characterized 
its  industry  since  Colonial  days. 
In  a  state  almost  devoid  of  min- 
eral resources,  it  was  inevitable 
that  production  would  take  the 
form  of  high  added  value  from 
the  application  of  skilled  labor. 
Connecticut  peddlers  supplied 
the  settlements  with  "Yankee 
notions" — tinware,  pins,  nails, 
anything  made  of  brass. 
"Originally,  we  were  the  best 
brass  makers  and  the  premier 
clockmakers,"  says  Commis- 
sioner John  Carson.  "Later,  we 
put  the  turbine  engines  to  their 
ultimate  tests.  We  were  con- 
stantly innovating,  inventing 
new  processes.  Why  wouldn't 
we  be  in  the  forefront  of  today's 
technology?" 

The  commonplace  in  Connect- 
icut has  attracted  the  attention 
of  a  technology-hungry  Amer- 
ica looking  to  New  England  for 
its  formula  for  survival.  It  may 
be  laser  development  from  a 
Wesleyan-spawned  Zygo  Corpo- 
ration in  Middlefield;  the 
nucleus  of  a  fiber  optics  indus- 
try through  Times  Fiber  and 
Galite  in  Wallingford;  the  con- 
versions of  old  schools  by 
electronics  firms  such  as  Con- 
trol Module  of  Enfield;  and 
growing  economic  might  of 
such  companies  as  Coleco  In- 
dustries, the  Hartford-based 
electronic  toy  manufacturer, 
and  Southern  New  England 
Telephone  Company  of  New 
Haven,  which  has  taken  the 
nation  by  storm  with  its  new 
venture  called  Sonecor  Systems; 
it  may  be  Cambridge  Research 
and  Development  Group  in 


No  copiers  get 
better  words. 


Advanced^  {Productive! 


Reliable! 


Economical! 


Efficient! 


'eople  are  talking  about  Royal  copiers, 
pur  typical  business  and  professional  customers  are  saying 
ngs  like,  "reduced  downtime,"  "terrific  productivity,"  "real 
I  ciency." 

ndependent  copier  researchers  are  saying  things  like,  "most 
i able  ever  seen,"  "Honor  Roll  for  User  Satisfaction." 
And  large  and  demanding  Fortune  500  companies  are  saying 
|s"  to  Royal  as  an  answer  to  their  corporate  copying  needs. 


Whether  you  need  a  desktop  copier  or 
a  complete  copying  system,  Royal  is 
ready  to  demonstrate  a  copier  with  the 
right  speed,  features  and  price. 
More  importantly,  we're  prepared  to  show  you  testimonials, 
research  reports  and  our  major  account  list. 

We  think  one  word  from  a  copier  user  is  worth  a  thousand 
from  a  copier  company. 


For  information  or  a  demonstration: 
Call  toll-free  1-800-528-6050  Ext.  2246. 


In  Ariz.  1-800-352-0458  Ext.  2246 
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No  copiers  get  better  words. 
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Record 
Holder. 

Q«  What  is  the  longest  dividend  record  of 
any  industrial  on  the  NYSE? 

A.  127  consecutive  years. 

Q.  Who  holds  it? 

A.  Scovilllnc,  Waterbury,  Connecticut 

Q.  What  is  Scovill  today? 

A.  6  Operating  Groups  that  make 

brand  name  products  with  leadership 
positions  in  major  world  markets. 

Q«  What  brand  names? 

A.  Hamilton  Beach.  Yale.  NuTone. 
Schrader  Automotive.  Schrader 
Bellows.  Gripper.  Names  that  speak 
quality  in  any  language. 

Q.  Want  facts? 

A.  Send  for  our  1982  Annual  Report— it's 
fresh  off  the  press. 

P,S.  We  like  Connecticut.  We've  been 
here  since  1802. 


SCOVILL  INC. 
Scovill  Plaza,  Waterbury,  Connecticut  06708 
203-757-6061 


Connecticul 


Westport,  which  seeks  out  and 
acquires  new  technologies  and 
sets  up  companies  to  develop 
and  market  them. 

Gradual  transformations  are 
taking  place  in  some  of  Con- 
necticut's oldest  and  most 
industrialized  areas.  Shelton  in 
the  Lower  Naugatuck  Valley, 
once  known  for  its  sponge  rub- 
ber and  primary  metals,  is  now 
becoming  an  electronics  and 
research  center  providing 
economic  refuge  for  established 
firms  such  as  ITT  Telecom- 
munications and  for  up-and- 
coming  entrepreneurs  such  as 
TIE /Communications,  Inc. 
Waterbury — "Brass  City" — now 
has  only  one  major  brass  mill 
left,  but  is  attracting  fast-grow- 
ing electronics  operations  such 
as  General  Datacomm  Indus- 
tries. New  Britain — the  world's 
"Hardware  City" — is  still  a 
hand-tool  center,  but  is  begin- 
ning to  attract  high  technology 
firms,  such  as  Selectro  Corpora- 
tion, which  are  influenced  by 
the  availability  of  a  large  skilled 
labor  pool.  Meriden — "Silver 
City" — may  soon  lose  its  last  re- 
maining flatware  plant,  but  is 
undertaking  its  own  transfor- 
mation, with  Insilco  Corpora- 
tion branching  out  into  high 
technology  fields  and  with  the 
expansion  of  local  electronics 
firm  Canberra  Industries  into  a 
near-empty  downtown  shop- 
ping mall.  One  economic  irony 
is  that  the  mall  once  was  the  site 
of  the  flagship  International  Sil- 
ver factory  torn  down  under 
urban  renewal. 

Eastern  Connecticut  was  once 
a  textile  center  and  is  today 
heavily  dependent  upon  the  sub- 
marine-building Electric  Boat 
Division  of  General  Dynamics. 
Technology  continues  to  march 
ahead  in  the  eastern  counties: 
General  Dynamics'  computer 
center  in  Norwich;  Electric 
Boat's  planned  new  technology 
center  in  Groton;  Pfizer's  new 
$50  million  research  center  in 
Groton.  Longtime  employers 


America's  largest  reinsurer 
is  growing  in  Connecticut. 


General  Re  Corporation  is  the  parent 
ompany  of  General  Reinsurance  Corporation, 
America's  largest  reinsurer  and  third  largest  in 
he  world. 

General  Re  moved  its  headquarters  to 
Greenwich,  Connecticut  in  1974.  Since 
hat  time, 

Revenues  increased  283%  to  $1,497.7 
million  in  1982 

Assets  grew  351%  to  $4,741.3  million 


General 


Operating  income  increased  540%  to 
$206.6  million. 


A  diversified  financial  services  company 
General  Re's  business  includes  all  lines  of 


property,  casualty,  life,  accident  &  health 
reinsurance,  direct  excess  and  surplus  lines 

■    insurance,  plus  management 
flu  I    advisory  and  brokerage  services. 

General  Re  stock  is  traded  on  the 


NYSE  under  the  symbol  GRN. 


Greenwich,  Connecticut 


r 


Connecticut 


have  helped  lead  the  transition: 
Rogers  Corporation  is  diversify- 
ing and  expanding  its  plants 
throughout  the  region;  Brand 
Rex  is  making  new  investments 
in  Willimantic.  In  nearby 
Storrs,  the  University  of  Con- 
necticut is  preparing  to  develop 
a  Research  Park  to  attract  new 
high  technology  development 
and  provide  for  corporate-aca- 
demic research  opportunities. 

The  technological  profile  ex- 
tends throughout  the  state. 
New  Haven,  with  the  innovative 
Science  Park  development  avails 
itself  of  the  resources  of  the 
State  of  Connecticut,  the  City  of 
New  Haven,  Yale  University, 
and  Olin  Corporation.  Technol- 
ogy has  helped  turn  Danbury 
from  a  "Hat  Capital"  to  an 
"Electronics  Crescent,"  where 
industrial  robots  and  other 
innovations  by  National  Semi- 
conductor were  born.  To  reflect 
its  own  diversification,  United 
Technologies  Corporation,  for 
years  the  state's  largest  private 
employer,  changed  its  name  in 
the  1970's  from  United  Aircraft. 
Longtime  employer  Perkin- 
Elmer,  the  national  electronics 
leader  based  in  Norwalk,  and 
Stamford-based  Pitney  Bowes, 
the  postage  meter  inventor,  are 
now  involved  in  leading-edge 
electronic  technology.  Both 
have  plants  throughout  the 
southwestern  Connecticut  area. 

In  fact,  high  technology  in- 
dustries are  the  fastest-growing 
manufacturing  sector  of  the 
Connecticut  economy,  outpac- 
ing all  other  industries  by  a 
four-to-one  ratio. 

Pharmaceuticals,  medicinal 
chemicals,  and  other  health 
care  products  are  being  made 
at  an  increasing  rate  in  Con- 
necticut, aided  in  part  by  the 
existence  of  two  leading  medical 
schools,  Yale  University  in  New 
Haven  and  the  University  of 
Connecticut  in  Farmington. 
Boehringer-Ingelheim  Ltd. 
renovated  an  old  school  in 
Ridgefield  and  has  since  ex- 


panded into  a  major  complex  it 
had  constructed  in  Danbury/ 
Ridgefield.  Miles  Laboratories 
continues  to  expand  its  West 
Haven  plant.  Richardson- Vicks 
has  just  opened  a  new  research 


22*  ■ 


The  industrial  robot  was  born  in 
Danbury,  home  of  Unimation.  Inc.,  the 
world's  leader  in  robot  manufacturing. 


center  in  Shelton;  and  Westport- 
based  Stauffer  Chemical  located 
its  environmental  health  center 
in  Farmington,  partly  because 
of  the  interchange  available  be- 
tween Stauffer  and  the  nearby 
UCONN  medical  school. 

Obviously  the  setting  is  right 
for  the  new  arrivals  on  Connect- 
icut's industrial  scene.  Digital 
Equipment  Corporation  plans  a 
major  computer  equipment 
manufacturing  plant  in  Enfield, 
and  has  already  completed  a 
pilot  facility.  It  is  the  computer 
maker's  first  manufacturing 
presence  in  Connecticut.  Data 
General  Corporation,  also  a 
major  computer  maker,  has 
purchased  the  former  Annhurst 
College  in  the  northeastern  part 
of  the  state  (Woodstock)  for  a 
training  center.  Allied  Corpora- 
tion has  launched  its  new 
information  systems  unit  in 
Trumbull,  right  next  door  to 
its  Bunker  Ramo  electronics 
operation. 


Venture  Capital  for  Jobs 


Connecticut  not  only  helps 
companies  construct  new 
plants  and  equipment,  it  also 
helps  them  build  ideas. 

TIE /Communications,  Inc. 
was  a  small  electronics  firm  op- 
erating out  of  a  rented  facility  in 
Stamford  when  it  heard  that  the 
State  of  Connecticut  had  started 
a  new  program  to  help  com- 
panies develop  new  ideas  and 
bring  them  to  market. 

The  manufacturer  of  spe- 
cialized telephone  equipment 
received  in  1975  the  first  grant — 
$195,000 — from  the  Connecticut 
Product  Development  Corpora- 
tion (CPDC),  a  first-of-its-kind 
state  agency  which  provides 
venture  capital  to  businesses. 

The  investment  has  more  than 
paid  off.  TIE  has  since  built — 
and  expanded — a  manufactur- 
ing plant  in  Shelton  with  the  aid 
of  state-sponsored  industrial 


revenue  bonds.  It  has  entered 
into  several  joint  ventures  with 
overseas  companies  and  is  also 
constructing  a  new  factory  near 
Shelton  in  Seymour,  which  will 
bring  total  employment  to  more 
than  400  Connecticut  workers. 

The  royalties  CPDC  has  re- 
ceived from  TIE  and  other  firms 
will  eventually  make  CPDC  self- 
sustaining.  An  important  aspect 
is  that  if  a  project  doesn't  work 
out,  a  company  doesn't  have  to 
pay  back  its  CPDC  grant. 

"At  that  time  in  our  corporate 
development,"  says  Leonard 
Fassler  of  TIE /Communications, 
"we  could  not  have  proceeded 
with  a  research  and  development 
project  of  such  magnitude  with- 
out the  grant  from  the  Product 
Development  Corporation." 

CPDC  has  provided  nearly  $7 
million  in  grants  to  more  than 
50  Connecticut  companies. 


OME  OF  TODAY'S  MOST  IMPORTANT 
EPICAL  BREAKTHROUGHS  ARE  BEING  MADE 
YAN  INSURANCE  COMPANY. 


Medical  science  has  dazzled  us  for  years 
h  technological  breakthroughs.  But  today  we 
I  /e  a  medical  crisis  science  can't  solve. 
:  A  crisis  of  money.  In  fact,  if  we  don't  begin 
i control  the  rampantly  rising  costs  of  medical 
ire,  businesses  may  soon  not  be  able  to  afford 
dical  benefits  for  their  employees.  That's 
y,  at  Connecticut  General,  we've  taken  the 
d  and  developed  programs  to  contain  your 
hefit  plan  costs  as  well  as  encourage  corpo- 
i  e  initiatives  to  bring  down  health  care  costs 
/our  local  communities. 
We've  created  MediComOT.  An  extraordinary 


on-line  system  that  not  only  settles  claims  accu- 
rately and  efficiently,  but  also  reports  medically 
significant  data  so  that  you  can  see  exactly  how 
and  where  your  dollars  are  being  spent. 

Then  once  you  know  where  the  money  goes, 
our  REMEDI®  program  recommends  needed 
plan  design  changes  and  teaches  your  employ- 
ees how  to  use  their  benefits  much  more  effi- 
ciently. In  many  cases,  millions  of  dollars  more 
efficiently. 

In  addition,  we  strongly  support  business 
coalitions  on  health  care.  Around  the  country, 
these  coalitions  are  being  formed  by  the  busi- 


nesspeople  who  foot  the  bill  for  employee  bene 
fits.  And  working  side  by  side  with  us  gives 
them  the  influence  in  the  community  that  will 
go  a  long  way  toward  holding  down  costs. 

These  programs  aren't  theories  we  hope 
will  work.  They  are  real  breakthroughs  in  the 
way  the  medical  care  system  is  used. 

So  if  you  want  to  rethink  your  medical  plan 
call  your  broker,  a  Connecticut  General  repre- 
sentative or  1-800-554-3700.  In  Georgia,  call 
1-800-323-1717  Op.  62. 

We've  found  a  way  to  make  sure  your  medi- 
cal plan  can  lead  a  long  and  healthy  life. 


WE'LL  PUT  YOU  ON  THE  ROAD  TO  RECOVERY. 


mnecticut  General  Life  Insurance  Company 

:IGNA  company 


CIGNA 


Connectici 


"We  Won't  Forget  You" 


Once  You  Have  Located 
in  Connecticut 


The  Department  of  Eco- 
nomic Development 
has  a  wide  range  of 
investment  incentive 
programs  to  help  make 
it  easier  for  a  company 
to  move  to  or  expand  in  Con- 
necticut. And  the  message  to 
interested  businesses  is  clear: 
"Once  you're  here,  Connecticut 
doesn't  forget  about  you." 

Industrial  Parks — Connecti- 
cut was  one  of  the  first  states  in 
the  United  States  to  develop  a 
system  of  government-sub- 
sidized industrial  parks.  The 
state  now  has  a  $275-million 
network  of  some  45  industrial 
parks  owned  by  municipalities 
from  one  corner  of  Connecticut 
to  another.  The  parks  have 
competitively-priced  land,  and 
are  fully  served  with  utilities, 
roads,  and  other  amenities.  "All 
you  have  to  do  is  plug  in  and 
start  building,"  says  Deputy 
Economic  Development  Com- 
missioner Peter  F.  Burns.  "In 
one  Waterbury  industrial  park, 
a  renovated  building  serves  as 
an  industrial  condominium, 
primarily  as  incubator  space  for 
smaller  companies  not  yet  ready 
to  buy  or  build.  In  certain  eligi- 
ble areas,  the  department  can 
even  tailor-make  an  industrial 
park  for  the  exclusive  use  of 
your  company  alone." 

Capital  Financing — The 
Connecticut  Development  Au- 
thority is  the  state's  one-stop 
source  for  land,  buildings,  and 
equipment-financing,  and  for 
working  capital  at  lower-than- 
market  rates.  The  package  in- 
cludes industrial  development 
bonds,  mortgage  insurance, 
and  direct  working  capital 
loans  for  small  manufacturers 
and  small  contractors.  In  all, 
more  than  $1  billion  in  financ- 


New  facilities  of  Boehringer-Ingelheim  Ltd.  in  Danbury Ridge field.  Overseas 
investment  has  become  an  important  part  of  Connecticut's  economy. 


ing  has  been  approved  since  the 
creation  of  the  program  in  the 
early  1970's.  Connecticut's  pro- 
gram is  one  of  the  very  few  in 
the  nation  that  provides  access 
by  small  and  medium-sized 
manufacturers  to  the  benefits 
made  available  through  indus- 
trial development  bonds. 

Job  Training — Not  only  does 
the  state  provide  special  tax 
credits  for  metalworking  ap- 
prenticeships and  employer-run 
day-care  centers,  but  it  also 
packages  government  job- 
training  grants  to  insure  that 
incoming  or  expanding  indus- 
try is  equipped  with  trained 
personnel. 

A  Treasure  House  Of 
Services — A  problem  with 
government  bureaucracy? 
Wary  of  assembly-line  advice? 
Connecticut  can  give  you  indi- 
vidualized help. . .and  does. 

In  fact,  the  state  can  even  find 


you  suppliers  and  buyers.  It  can 
be  an  individual  scouting  mis- 
sion by  one  of  the  department's 
field  staff,  or  the  unique  full-  scale 
treatment  afforded  by  one  of  the 
state's  contract  search  centers. 

Finding  suppliers  in  Connect- 
icut is  a  snap.  Their  existence  in 
large  numbers  is  a  major  reason 
many  companies  move  to  Con- 
necticut. The  state  is  criss- 
crossed with  a  network  of  busi- 
ness and  professional  services, 
and  more  than  6,000  precision- 
skilled  job  shops  and  other 
manufacturing  subcontractors 
who  cut  their  teeth  on  the 
aerospace,  transportation 
equipment,  and  other  high 
technology  industries.  These 
firms  not  only  can  machine  any 
metal  part,  but  they  can  also 
produce  everything  from 
printed  circuit-boards  to  bolts  to 
plastic  injection  moldings. 

Continued  on  page  31 


The  Norelco  Rotatract: 
Think  of  it  as  the  first  true 
twin-blade  safety  razor. 


Twin  blades  do  a  good  job  on  tough  whiskers.  Trouble  is,  they  can  also  do  a  job  on 
tender  skin.  No  matter  how  safe  you  play  it,  sooner  or  later,  you'll  get  a  nick  or  cut. 

So  Norelco  took  the  twin-blade  idea  and  put  it  inside  its  three  floating  heads. 
The  result:  the  revolutionary  tmn-action  Norelco  Rotatract™  Razor.  Instead  of  two 
Twin-blade  closeness  the  twin-action  way.    blades,  the  Rotatract™  Razor  has  45.  These 

45  cutters  work  together  with  45  lifters  to 
grip  and  raise  hair  up,  then  razor  it  off. 
Closer  than  ever.  Without  a  nick  or  cut. 

So  if  you  want  a  shave  that's  very  close 
and  safe,  take  a  good  close 
look  at  the  twin-blade  Norelco  Rotatract"'  Razor.  Available 
in  both  cord  and  rechargeable  models.  You'll  get  the 
closeness  of  twin  blades.  Without  the  close  call 

The  twin-action 
Norelco  Rotatract  Razor. 

For  close  shaves.there's  no  action  like  twin-action. 


©1983  North  American  Philips  Corporation,  Consumer  Products  Divisions,  High  Ridge  Park,  Stamford,  CT  06904. 
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What's  up  at  U.S.Tobacco? 

Everything. 

Smokeless  tobacco  is  way  up— it's  the 

fastest  growing  part  of  the  tobacco 
industry.  And  we're  right  up  at  the  top, 
leading  the  way.  We  sell  over  one  million 
cans  of  Skoal  and  Copenhagen  every 
single  day.  No  wonder  our  return  on 
average  eguity  is  up  nearly  50%  over  the 
last  ten  years.  In  fact,  last  year,  it  reached 
a  whopping  27.4%.  For  further 
information  about  our  growth,  write 
U.S.  Tobacco  Company,  P.O.  Box  2802, 
Dept.  FB  301,  Greenwich,  CT  06836,  or 
call  the  Investor  Relations  Department, 
203-661-1100. 

U.S.  Tobacco 
The  Smokeless 


<   1983  U  S  Tobacco  Company. 


Connecticut 


Education: 


Connecticut  Educational/Training  Complex 


A  Natural  Resource 


Connecticut's  chief  asset  and 
virtually  its  only  natural 
resource  is  its  people.  Edu- 
cation and  training  for  young 
people  and  adults  have  become 
vital  to  the  economic  health  of 
the  state  and  to  the  ever-improv- 
ing"quality  of  life"  for  its  citizens. 

Providing  learning  oppor- 
tunities is  a  tradition  in 
Connecticut  that  began  in  1701 
with  the  founding  of  Yale  Col- 
lege. The  state's  first  publicly 
supported  institution — Central 
Connecticut  State  University — 
traces  its  history  to  1849,  and 
the  University  of  Connecticut  to 
1881. 


Connecticut's  higher 
education  systemconsists 
of  4  6  institutions  through  - 
out  the  state  covering  all 
academic  and  technical 
fields.  They  include: 

•  The  University  of 
Connecticut  and  its 
branch  campuses; 

•  Four  other  state  univer- 
sities— Central  .Western , 
Eastern,  and  Southern; 

•  Twelve  regional  community 
colleges; 

•  Twenty-four  private  colleges 
and  universities; 

•  The  United  States  Coast 
Guard  Academy; 


^"University  of  Connecticut 

*  Branch  Campuses 

♦  State  College 

•  Regional  Community  College 
A  Stale  Technical  College 

B  Vocational-Technical  School 


Connecticut  has  a  long  tradition  of  higher 
education,  both  public  and  private. 


•  Eighty-four  public  and  pri- 
vate occupational  schools. 
Together,  these  institutions 
enroll  more  than  155,000  people 
and  grant  more  than  27,000  de- 
grees each  year. 


Change... 
and 

Constancy 


Changes  of  season  . . .  weather 
that  varies  by  the  hour  . . .  hillsides 
that  put  on  rainbows  of  colors  — 
Connecticut's  beauty  is  characterized 
by  change. 

Union  Carbide,  choosing  a  new  cor- 
porate home,  found  that  Connecticut's 
strengths  also  include  some  things  that 
don't  change. 

We  found  a  welcome  from  our  neigh- 
bors in  the  Danbury  area.  We  found  a 
state  that  provides  a  base  for  industrial 
innovation  and  growth. 

We  found  a  location  that  's  an  hour 
from  two  major  metropolitan  areas, 
minutes  from  two  interstate  highways. 

Our  people  found  relatively  low 
taxes,  pleasant  shopping  areas,  and 
a  variety  of  recreational  and  cultural 


activities.  The  state's  history,  revealed 
at  sites  throughout  the  state,  stretches 
from  its  Colonial  past  to  its  high- 
technology  present.  Superb  regional 
theaters,  orchestras,  and  galleries 
abound. 

At  Union  Carbide's  new  headquar- 
ters, we're  finding  we  like  both  the 
things  that  change  and  those  that  don't. 


UNION  CARBIDE  CORPORATION 

Old  Ridgebury  Road 
Danbury,  CT  06817 


Connecticut 


Quality  of  Life 


Connecticut,  where 
Mark  Twain  created 
Tom  Sawyer  and  Huck 
Finn. .  .echoes  of  the 
whaling  ships  returning 
to  Mystic  Seaport. . . 
chcks  of  the  hockey  sticks  at  the 
Hartford  Civic  Center. .  .tailgate 
picnics  at  the  University  of  Con- 
necticut-Yale game. .  .a  Currier 
and  Ives  sleigh-ride. . . 

The  magic  of  Connecticut's 
'"quality  of  life"  is  an  intangible 
measure  of  where  business  likes 
to  do  business  and  plant  its  peo- 
ple. A  comfortable  lifestyle  may 
be  measured  by  the  quality  of 
schools  and  medical  care.  It  may 
be  good  restaurants  or  a  short 
commute.  What  inspires  the  vis- 
itor also  reflects  Connecticut's 
qualities  of  life  for  its  residents. 
Those  who  come  to  visit  find 
themselves  surrounded  by  more 
than  300  years  of  living  history, 
some  of  New  England's  most 
marvelous  scenery  recreational 
opportunities  from  summer 


Gillette  Castle  State  Park  in  Hadlyme  typifies  Connecticut  's  abundant  recreational 
facilities. 


Autumn  in  Connecticut.  The  states 
great  natural  beauty  contributes  to  its 
quality  of  life. 


Whaling  vessels  in  Mystic  Seapx 
a  part  of  Connecticut  s  historic 
heritage. 


Despite  its  industrial  preeminence, 
two-thirds  of  Connecticut  consists  of 
open  or  forested  land 
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What's  ± 
Bangor 
Punta? 

If  the  name's 
not  familiar, 
look  again. 


Bangor  Punta  is  Piper  Aircraft,  the  larg- 
est producer  of  twin-engine  piston-powered 
business  aircraft  and  a  leader  in  propjet  aviation 
technology. 

O Bangor  Punta  is  Smith  &  Wesson,  a 
major  manufacturer  of  firearms  and  sport- 
ing equipment  and  the  leading  supplier  of  law 
enforcement  products  to  state,  local,  and  federal 
agencies. 

Bangor  Punta  is  Starcraft,  a  leading  pro- 
^^^ducer  of  tent  campers  and  aluminum 
and  fiberglass  pleasure  boats  and  the  largest 
converter  of  vans  into  luxury  recreational  vehi- 
cles for  the  GMC  division  of  General  Motors. 

Mi  Bangor  Punta  is  Jeanneau,  a  leading 

European  pleasure  boat  manufacturer;  and 
Bangor  Punta  Marine,  the  builder  of  the 
popular  O'Day  and  Cal  sailboats. 

Bangor  Punta  is  Producers  Cotton  Oil 

Company,  the  largest  cotton  processor  in 
the  Western  U.S. 


For  a  copy  of  our  latest  annual  report,  call  the 
Corporate  Affairs  Department,  (203)  622-8100, 
or  write  to  Bangor  Punta  Corporation,  One 
Greenwich  Plaza,  Room  101,  Greenwich, 
Connecticut,  06830. 


BangorPunta 


A  Connecticut  Company 
Whose  Name  You  Should  Know. 


How  The  Hartford  he 

"Our  Claims  know-hov 
loss  from  turning  into  • 


Claude  G  laser,  Senior  Vice  President, 
Claims  Department,  explains  how  The 
Hartford's  fast,  expert  Claim  service 
can  minimize  the  size  of  a  loss  and  cut 
insurance  costs. 

Q.  How  can  The  Hartford's  Claims  capability 
help  reduce  a  company's  insurance  costs? 

A.  The  lower  a  company's  losses,  the  lower  its 


insurance  premiums.  That's  the  bottom  line.  A 
The  Hartford,  we  have  an  impressive  track  rec 
for  minimizing  losses.  One  example  involved 
explosion  at  a  California  oil  refinery  insured  b 
A  corrosive  oily  substance  spewed  into  the  air 
covered  some  2,000  automobiles.  If  it  wasn't  i 
moved  quickly,  all  2,000  cars  would  have  nee 
repainting  at  a  cost  of  $500  each-a  potential 
million-dollar  loss. 

Our  Claims  people  responded  quickly  and 
decisively.  They  had  the  substance  analyzed  a 


uce  insurance  costs. 


epta*170,000 
lillion-dollar  loss." 


brized  its  immediate  removal  with  a  special 
;iing  process.  The  cost?  Just  $85  per  car  for  a 
if  $170,000-less  than  one  fifth  the  loss  that 
id  have  resulted  from  routine  claims  handling, 
{minimized  the  impact  of  the  loss  on  the 
ir's  premiums. 

■  an  your  responsive  Claims  service  help  get 
lack  into  business  quickly  following  a  loss? 

lefinitely.  And  when  a  real  need  exists,  we  can 
!  advance  a  claimant  funds  before  the  final 
it  of  damages  has  been  determined.  That's  what 
id  after  several  greenhouses  insured  by  us  in  the 
Lest  were  damaged  by  a  severe  windstorm.  We 
jn  on-the-spot  analysis  of  the  damage  and  made 
i  stantial  partial  payment  that  enabled  the  nur- 

0  begin  repair  work  right  away.  It  not  only  put 

1  back  in  business  sooner,  but  helped  prevent 
2r  damage  to  their  stock. 

Vhy  is  The  Hartford  able  to  respond  to  a  claim 
E  quickly  and  effectively  than  other  insurers? 

inlike  many  insurance  companies,  we  handle 
it  99%  of  our  claims  with  our  own  staff.  We  have 
250  fully  automated  Claims  offices  and  some 

0  Claims  professionals-including  experts  in  a 

1  range  of  specialized  loss  areas-who  are  trained 
motivated  to  resolve  claims  quickly  and  fairly. 

peed  and  quality  of  our  claims  service  get  high 
is  from  agents,  insureds  and  claimants  alike.  And 

s  no  add-on  charge  for  outside  claims  service. 

low  can  effective  rehabilitation  cut 

iance  costs? 

can  speed  up  the  return  of  injured  employees 
)ductive  work.  In  a  recent  case,  a  heavy- 


equipment  operator  suffered  a  severe  back  injury 
which  prevented  him  from  returning  to  his  job.  We 
arranged  for  his  medical  treatment  and  also  coordi- 
nated and  helped  finance  his  retraining  as  a  meat- 
cutter.  We  even  advanced  him  funds  to  open  his 
own  retail  butcher  shop.  He  became  productive  and 
self-sufficient  once  again.  And  our  insured  was 
spared  the  negative  impact  that  some  $300,000  in 
anticipated  disability  payments  would  have  had 
on  its  premiums. 

We  also  accelerate  rehabilitation  through  our 
countrywide  staff  of  Health  Services  Representatives- 
registered  nurses  who  work  full-time  for  the  medical, 
social,  psychological  and  vocational  rehabilitation  of 
claimants. 

Q.  Can  I  use  The  Hartford's  Claims  expertise 
even  if  I  self  insure? 

A.  Sure.  Through  our  subsidiary,  Hartford  Specialty, 
we  can  provide  you  with  any  level  of  claims  service 
you  need,  independently  of  insurance  coverages. 
We're  currently  providing  "unbundled"  claims  ser- 
vice to  some  of  the  country's  largest  corporations. 

Q.  How  can  I  put  The  Hartford's  Claims  capability 
to  work  for  my  company's  benefit? 

A.  Just  contact  an  independent  agent 
who  represents  The  Hartford. 

Don't  make  a  decision  on  any  business  insurance 
without  a  quote  from  The  Hartford. 


BUSINESS 
HOME 
AUTO 
LIFE 


Let  us  protect  your  world,  the  hartford 

The  Hartford  Insurance  Group,  Hartford,  Connecticut  06115. 


Connecticut 


CBT, 

Connecticut's  Bank. 
Serving  Your  Financial 
Needs  Statewide 
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shorelines  to  winter  ski  resorts, 
and  an  incredibly  diversified 
statewide  cultural  atmosphere. 

. .  .Connecticut  is  capsizing  on 
a  rubber  raft  on  the  Farming-ton 
River. .  .speeding  down  a  snowy 
slope  at  Mohawk  Mountain. . . 
sipping  autumn  cider  by  a  cov- 
ered bridge. .  .photographing  a 
white-steepled  church... stroll- 
ing the  Ocean  Beach  board- 
walk. .  .feeding  the  lions  at 
Beardsley  Zoo. . . 

In  Connecticut,  quality  of  life 
is  a  state  of  mind.  It  is  that 
intangible  element  that  has 
made  Connecticut  residents 
proud  of  their  state. .  .to  live 
here. .  .to  work  here. .  .where  the 
cities  bustle  and  where  two- 
thirds  of  the  state's  land  area  is 
open  or  forested. 

It  led  H.  L.  Mencken  in  1931  to 
declare  that  Connecticut  was 
the  "most  civilized"  state  in  the 
union.  It  led  Union  Carbide  two 
years  ago  to  undertake  the 
largest  corporate  headquarters 
relocation  in  history,  moving 
3,500  employees  to  a  new  home 
in  Danbury  because,  for  one 
thing,  Connecticut  was  the 
place  "to  attract  the  middle 
manager  talent"  needed  in  the 
firm's  future.  The  proximity  to 
New  York  City  of  some  of  Con- 
necticut's most  attractive 
suburban  areas  beckoned  first 
the  executives  of  industry,  then 
industry  itself. 

It  was  one  reason  Ralph  Spin- 
nler  was  able  to  attract  top- 
flight technical  people  to  work 
at  Spinnler's  Teleco  Oilfield  Ser- 
vices firm  in  Meriden,  a  fast- 
growing  company  which  makes 
state-of-the-art  drilling  detec- 
tion devices.  It  was  a  major  part 
of  the  decisions  by  oldline  Con- 
necticut corporations  such  as 
Scovill  in  Waterbury,  Barnes 
Group  in  Bristol,  Stanley  Works 
in  New  Britain,  and  Pitney 
Bowes  in  Stamford  to  make  new 
commitments  to  their  home 
towns  and  to  construct  major 
new  corporate  headquarters 
facilities. 


Dozens  of  the  nation  s  larg- 
est corporations. .  .General 
Reinsurance  in  Stamford. . . 
U.S.  Tobacco  in  Greenwich... 
Bangor  Punta  in  Greenwich. . . 
Chesebrough-Pond's  in 
Greenwich. .  .have  moved  to 
Connecticut  over  the  past  de- 
cade due,  in  part,  to  the  living 
amenities  available  to  their  pro- 
fessionals. Manufacturers  have 
also  found  that  the  quality  of 
life  provides  them  with  techni- 
cians and  production  workers 
who  are  instilled  with  the  ethic 
of  innovation. 

Connecticut  is  knee-deep  in 
the  clam  beds. .  .a  springtime 
hike  in  the  Berkshires. .  .oyster 
boats  and  oxen  pulls. .  .hand- 
carved  chairs  and  Sunday 
drives . . .  hot  air  balloons . . . 
Choate  and  Miss  Porter's. . . 
Westporter  Paul  Newman  rac- 
ing at  Lime  Rock. .  .artists  and 
writers  and  TV  personalities. . . 

Impartial  studies  repeatedly 
have  cited  Connecticut  as  a 
"quality  of  life"  state.  Authors 
tout  its  trend-setting  charac- 
teristics. Even  the  State  of 
Minnesota's  own  lifestyle  sur- 
vey ranked  Connecticut  first.  Of 
more  than  60  high  technology 
and  overseas  manufacturers 
surveyed  about  their  mOve  to  or 
expansion  in  Connecticut,  the 
majority  tabbed  "quality  of  life" 
as  the  pivotal  factor. 

Says  Barnes  Group  Chairman 
Wallace  Barnes:  "I'd  list  the 
quality  of  life  as  a  prime  attrac- 
tion for  Connecticut.  The  fact 
that  this  is  a  state  people  enjoy 
living  in  makes  it  easier  to  at- 
tract and  retain  talented 
people." 

. .  .Connecticut  is  ice-harvest- 
ing on  Lake  Waramug. . . 
reflecting  on  an  old-fashioned 
train. .  .paddle-boating  past  the 
Goodspeed  Opera  House. . . 
skimming  by  sail  across  Long 
Island  Sound. .  .sampling  pea- 
pods,  blintzes,  and  kielbasa 
along  Main  Street — all  a  hop- 
skip-and-a-jump  from  "Fifth 
Avenue." 


In  my  hook,  quality 
makes  Smirnoff  worth  asking  for 

Its  value  makes  it  a  best-seller" 


'I  weave  webs 
intrigue  in  my- 
Doks,  but  when 
comes  to  vodka, 
n  easy  to  read. 

Whenever  I'm  in  a  restaurant 

-  bar,  I  simply  ask  for  Smirnoff® vodka.  Smirnoff.  Specifically. 

my?  Because  no  other  vodka  is  filtered  for  purity  and  clarity 
le  Smirnoff  way.  That's  what  gives  Smirnoff  its  ultimate  quality, 
nd  when  I  spy  Smirnoff  at  the  bar,  I  know  the  people  who  pour 
on't  settle  for  less.  That's  my  kind  of  place^And  drink. 

are,  Smirnoff  may  cost  a  little  more, 
at  in  my  book,  quality  always  does." 

There's  vodka,  and  then  there's  Smirnoff. 


•lace.  Ana  annx. 

fcmirnoff 

^^^^S  LEAVES  YOU  BREATHLESS®  ■  ■ 


Boehringer 
•ngeineim 
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Old  High  School?  No. 


HEADQUARTERS  OF  THE  MOST  MODERN 
OF  HEALTH  CARE  COMPANIES... 

New  products,  new  prospects,  new  ideas 
ensuring  your  future  good  health. 


BOEHRINGER  INGELHEIM  LTD.  is  among  the  fastest  growing 
health  companies  in  America.  We  are  dedicated  to 
your  well-being,  to  developing  and  making  medicines  for 
the  treatment  of  disease  today  and  its  prevention 
and  treatment  in  the  tomorrows  of  the  future. 

But  most  important,  Boehringer  Ingelheim  Ltd.  is  people- 
shaping  the  new  ideas,  prospects  and  products  for  the  future 
happily  and  comfortably  working,  living  in,  and 
enjoying,  Connecticut. 

AN  EQUAL  OPPORTUNITY  EMPLOYER 


Boehringer  Ingelheim  Ltd. 
Ridgefield,  CT  06877 


w 

're  proud  we've  been 
able  to  call  Connecticut  our  home  state  for 
almost  60  years.  It's  a  good  state  in  which 
to  live  and  work. 

#"^nd  we're  proud  of  our 
contribution  to  Connecticut's  economic, 
social,  and  cultural  well-being. 


UNITED 

TECHNOLOGIES 


C-E  energy  technology  at  work  around  the  world, 


L  Engineering,  construction  and 
project  management  services  for 
the  petroleum,  petrochemical, 
alternative  fuel  and  other  pro- 
cess industries. 

2.  Fossil-fueled  and  nuclear 
steam  supply  systems  and  ser- 
vices for  electric  utilities  and  in- 
dustrial steam  generating  plants. 

3.  Industrial  materials  and  re- 
fractory products  for  steel,  alumi- 
num and  other  metal  industries, 
and  automated  equipment  for 
metal  casting. 


4.  Equipment,  products  and 
services  for  onshore  and  offshore 
oil  and  gas  exploration,  produc- 
tion and  production  processing. 

5.  Equipment,  systems  and 
services  for  electric  utilities, 
pulp  and  paper  and  other  pro- 
cess industries,  and  resource 
recovery  systems. 

No  other  company  has 
C-E  s  broad  range  of  capabilities 
to  help  make  the  most  effective 
use  of  the  world's  energy  re- 
sources. For  more  information. 


including  a  listing  of  our  offices 
around  the  world,  write: 
Combustion  Engineering,  Inc. , 
Dept.  7004-265.  900  Long 
Ridge  Rd.,  P.O.  Box  9308, 
Stamford.  CT,  USA  06904. 


COMBUSTION 
ENGINEERING 


C 

Energy  Technology.  Worldwide. 


Connecticut 


Once  You  Have  Located 
in  Connecticut 
Continued  from  page  18 

Connecticut  is  so  geograph- 
ically compact  (90  miles  by  60 
miles),  and  has  such  an  ad- 
vanced interstate  highway  and 
rail  system,  that  any  one  of 
these  suppliers  is  never  more 
than  one  and  one-half  hours' 
journey  from  your  loading  dock. 

Consider  Linvar  Mar  win  Ltd. , 
a  British  manufacturer  of  stor- 
age systems,  which  launched  its 
United  States  operation  along 
the  international  airport  con- 
nector in  Windsor.  Linvar 
wanted  to  start  out  by  sub- 
contracting the  plastic  bins  and 
steel  racks  making  up  its  prod- 
uct. The  state's  development 
staff  had  to  look  no  farther  than 
Linvar's  own  backyard,  and  the 
firm  is  now  pumping  hundreds 
of  thousands  of  dollars'  worth  of 
work  into  area  manufacturers. 

While  finding  vendors  eases 
the  new  start-up  in  Connecticut, 
the  activity  is  also  appreciated 
by  the  local  subcontracting 
base.  "Matching  local  suppliers 
with  newcomers  who  are  un- 


Connecticut's  traditional  leadership  in 
metalworking  and  machine  tools  has 
generated  a  network  of  subcontractors 
who  can  make  virtually  any  product 
for  any  industry. 

tract  search  idea  with  a  unique 
program  involving  "Sales  Con- 
tact Centers,"  which  give  small 
and  medium-sized  manufac- 
turers face-to-face  access  to  the 
purchasing  managers  of  large 
out-of-state  corporations. 

The  department  hosts  an 
IBM,  a  Volkswagen,  or  a  Joy 
Manufacturing  at  a  central 
Connecticut  location,  inviting 
hundreds  of  local  subcontrac- 


Connecticut's  Bradley  International  Airport  in  Windsor  Locks,  a  major 
transportation  hub.  will  be  enhanced  by  a  more  than  $100-million  modernization 
project  now  under  way. 


aware  of  the  wealth  of  talent 
that  exists  provides  invaluable 
assistance  to  small  businesses 
who  have  limited  visibility  in 
the  marketplace,"  says  Edwin 
Rogers,  General  Manager  of 
Variety  Metalc rafts  Co.  of 
Rocky  Hill. 
Connecticut  invented  the  con- 


tors  who  have  the  capabilities  of 
supplying  these  major  com- 
panies. Since  the  mid-1970's,  an 
estimated  $500  million  in  initial 
new  contracts  (and  hundreds  of 
millions  of  dollar  s  more  in 
follow-up  work)  have  been  gen- 
erated for  Connecticut  Arms. 
Embroiled  in  government  bu- 


reaucracy? Connecticut  has  a 
"Business  Ombudsman"  whose 
job  it  is  to  get  you  a  response 
within  72  hours,  whether  for  a 
broken  traffic  light  in  front  of 
your  industrial  park  or  a  prob- 
lem with  customs  on  a  sale  you 
have  made  to  the  People's 
Republic  of  China. 

Energy  costs  outrageous? 
Connecticut  has  a  team  of 
"Energy  Engineers"  who  do  on- 
site  audits  of  industrial  plants, 
saving  companies  millions  of 
dollars  in  energy  costs,  often 
with  only  minor  adjustments. 

Got  an  inventory  imbalance? 
Production  line  lagging? 
Connecticut's  "Development 
Technologists"  can  analyze 
your  predicament  and  give  you 
consultant-type  solutions  sim- 
ply as  a  service  to  you. 

Struggling  with  the  limita- 
tions of  being  a  small  business? 
Connecticut  has  a  special  "Office 
of  Small  Business  Affairs,"  one 
of  only  a  handful  in  the  nation, 
which  can  advise  on  personnel, 
marketing,  even  bank  and  other 
private  and  public  financing 
sources. 

Want  to  carve  a  niche  for  your 
product  overseas?  Connecticut's 
"Export  Promotion  Office"  has 
files  full  of  overseas  firms  who 
are  interested  in  joint  venture 
and  licensing  agreements.  As  a 
state  that  is  among  the  most 
active  exporters  in  the  U.S. , 
Connecticut  knows  the  overseas 
markets  and  can  provide  an  im- 
portant entree  to  them. 

Need  a  new  building?  Plan- 
ning to  invest  in  some  land  so 
you  can  construct  a  new  fac- 
tory? Connecticut  has  a  dozen 
"Industrial  Agents"  who — at  no 
charge — search  for  sites  and 
buildings  to  suit  your  needs. 
The  department  has  a  com- 
puterized listing  of  virtually 
every  available  site  and  building 
in  the  state.  Agents  provide 
personalized  site  and  building 
tours  and  will  act  as  liaison 
with  other  program  areas  in 
the  state. 


Bank 

A  subsidiary  of  Hartford  National  Corporation 


We  are  a  significant  new  financial 
institution  serving  Connecticut  and 
beyond.  Forged  from  the  merging 
of  Hartford  ffi$ional  Bank  and 
Connecticut  National  Bank.  Pro- 
viding business  customers  with 
state  of  the  art  corporate  and  trust 


services,  creatively  customized  to 
their  requirements.  Fulfilling  their 
need  for  a  powerful,  yet  responsive 
banking  partner.  Building  produc- 
tive banking  relationships  on  a 
foundation  of  financial  strength 
and  broad  expertise. 
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Impetus  to  Office  Boom 
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Insurance 
Capital 

Connecticut  gave  the  world 
the  first  automobile  and  avia- 
tion insurance  policies;  it  also 
gave  the  universe  the  first  life 
insurance  policy  on  an  astronaut. 

The  insurance  industry  has 
historically  been  an  integral 
part  of  Connecticut's  economic 
environment.  The  industry  not 
only  provides  thousands  of  jobs 
for  state  residents,  but  it  is  also  a 
major  supporter  of  civic  projects 
ranging  from  home  improvement 
and  neighborhood  renewal  to 
health-care  promotion,  social  and 
community-based  organizations, 
and  downtown  revitalization. 

The  industry  has  also 
provided  much  of  the  impetus 
behind  the  office  construction 
boom  that  has  occurred  in  Con- 
necticut, from  the  office  towers 
which  are  changing  the  face  of 
Hartford's  skyline,  to  the  corpo- 


Sailboats  glide  by  the  ever-changing 
skyline  of  Hartford,  the  state's  Capital. 
Travelers  Insurance's  landmark  tower 
rises  in  the  background. 

rate  headquarters  buildings  in 
Stamford,  and  the  futuristic 
module  complexes  dotting  the 
countryside  in-between. 

Connecticut  is  home  to  19 
corporate  insurance  entities, 
involving  45  operating  com- 
panies ranging  from  the  "Big 
Four"  in  the  Hartford  area — 
Aetna  Life  &  Casualty,  Travelers 
Corporation,  Connecticut  Gen- 
eral (CIGNA),  and  The  Hartford 
Group — to  tiny  Litchfield 
Mutual  with  four  employees. 


Hartford,  long  known  as 
"The  Insurance  City,"  has  gone 
through  an  unprecedented  office 
construction  period.  An  office 
survey  of  17  major  markets 
showed  that  metropolitan 
Hartford's  office  construction 
was  growing  at  a  faster  rate 
than  that  of  Denver,  Dallas,  Los 
Angeles,  Miami,  New  York,  or 
Chicago. 

Aetna  has  expanded  in 
Hartford  and  is  participating  in 
the  construction  of  the  38-story 
City  Place  in  the  city.  The  tower 
will  be  the  tallest  building  in 
Connecticut.  Aetna  is  also  con- 
structing a  new  complex  in 
Middletown.  Hartford  Insurance 
and  Covenant  Life  are  expand- 
ing into  Simsbury.  Phoenix  is 
building  in  Enfield.  Travelers  is 
expanding  throughout  Hartford 
and  plans  to  occupy  two  new 
office  towers,  now  under  con- 
struction. CIGNA  has  greatly 
expanded  its  Bloomfield  opera- 
tions, and  General  Reinsurance 
will  be  moving  from  Greenwich 
into  a  new  office  building  in 
Stamford. 


This  supplement  was 
prepared  under  the 
direction  of  David  C.  Driver, 
Director  of  Marketing 
Services,  Connecticut 
Department  of  Economic 
Development. 
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For  further  information 
regarding  the  State  of 
Connecticut,  contact: 
John  J.  Carson, 
Commissioner, 
Connecticut  Department  of 
Economic  Development, 
210  Washington  Street, 
Hartford,  CT  06106. 
Telephone:  (203)  566-3787 


Leading  Corporations  Headquartered  in  Connecticut 


Location 

Location 

Aetna  Life  &  Casualty 

Hartford 

Insilco 

Meriden 

Amax 

Greenwich 

Lone  Star  Industries 

Greenwich 

American  Can 

Greenwich 

Moore  McCormack  Resources  Stamford 

Armstrong  Rubber 

New  Haven 

Northeast  Utilities 

Berlin 

Avco 

Greenwich 

Olin 

Stamford 

Bangor  Punta 

Greenwich 

Peabody  International 

Stamford 

Barnes  Group 

Bristol 

Perkin-Elmer 

Norwalk 

Champion  International 

Stamford 

Pitney  Bowes 

Stamford 

Chesebrough-Ponds 

Greenwich 

Pittston 

Greenwich 

Combustion  Engineering 

Stamford 

Richardson- Vicks 

Wilton 

Connecticut  Bank  &  Trust 

Hartford 

Scovill 

Waterbury 

Connecticut  General 

Bloomfield 

Singer 

Stamford 

Connecticut  National  Bank 

Hartford 

Southern  New  England 

New  Haven 

Continental  Group 

Stamford 

Telephone 

Dexter                           Windsor  Locks 

Stanadyne 

Windsor 

Emhart 

Farmington 

Stanley  Works 

New  Britain 

General  Electric 

Fairfield 

Stauffer  Chemical 

Westport 

General  Host 

Stamford 

Travelers 

Hartford 

General  Reinsurance 

Greenwich 

Union  Carbide 

Danbury 

General  Signal 

Stamford 

Uniroyal 

Middlebury 

General  Telephone 

Stamford 

United  Technologies 

Hartford 

&  Electronics 

U.S.  Industries 

Stamford 

Great  Northern  Nekoosa 

Stamford 

Warnaco 

Bridgeport 

Heublein 

Farmington 

Xerox 

Stamford 

Andrew  Sigler  Stillman  B.  Brown  H.  Barclay  Morley 

Chairman  and  CEO  Executive  Vice  President  Chairman  and  CEO 

Champion  International  United  Technologies  Stauffer  Chemical 


Commitment 


Alfred  W.  Van  Sinderen  Francis  M.  White  Norman  L.  Greenman  DeRoy  Thomas 

Chairman  and  CEO  Chairman  and  CEO  President  and  CEO  Chairman  and  President 

Southern  New  England  Colonial  Bancorp  Rogers  Corporation  The  Hartford  Group 

Telephone 

Connecticut 


"Here  in  Connecticut,  we  have  a  strong 
working  partnership  between  state 
government  and  private  enterprise.  We 
believe  that  success  in  this  area  demands 
total  commitment  by  both. 

"That's  why  those  of  us,  as  board  members 
of  the  Connecticut  Economic  Development 
Corporation  (C.  E.  D.  C),  are  spearheading 
the  drive  to  support  the  work  of  our  State 
Department  of  Economic  Development  with 
our  time,  our  energy  and  our  dollars. 

"All  of  us  feel  that  Connecticut  is  a  very 
special  place.  Our  aim  is  to  do  everything  we 
can  to  make  it  an  even  better  place  to  live 
and  work." 

-  William  B.  Ellis 
President,  C.  E.  D.  C. 


William  B.  Ellis 

Chairman  and  CEO 
Northeast  Utilities 


Technology 


If  you  think  it's  impossible  to  compete  in 
Japan,  take  a  look  at  British-owned  Micro 
Focus,  whose  Japanese  language  software 
is  the  hit  of  Tokyo  offices. 


Selling  ice 
to  the  Eskimos 


guages  do.  Even  when  that  number  is 
reduced  to  the  6,000  Kanji  characters 
that  are  used  in  at  least  85%  of  all 
business  applications,  the  average  Jap- 
anese office  worker  faces  an  almost 
insurmountable  task  in  using  the 
computer.  That  task  is  further  com- 
plicated by  the  requirement  that  the 
user  first  learn  a  foreign  language — 
English — to  program  the  computer  for 
specific  tasks. 
The  Micro  Focus  program  does  not 


By  Martin  Love 


Given  Japan  Inc.'s  outstanding 
1  success  in  marketing  to  the 
rest  of  the  world,  you  would 
expect  it  to  have  its  home  market 
figured  to  a  tee.  Certainly,  in  the  area 
of  high  technology,  you  would  never 
expect  a  Japanese  company  to  miss  a 
beat.  And  yet,  there  is  Micro  Focus, 
Inc.,  the  Palo  Alto,  Calif,  subsidiary  of 
a  small  British  computer  firm,  busily 
selling  software  that  allows  the  Japa- 
nese to  enter  data  into  a  microcom- 
puter without  the  necessity  of  an  En- 
glish-language interface.  No  Japanese 
company  has  such  a  product.  As  Paul 
O 'Grady,  the  president  of  Micro  Fo- 
cus, puts  it,  "We  are  selling  ice  to  the 
Eskimos." 

If  not  ice,  certainly  the  makings  of 
cool  millions.  The  company  already 
takes  in  15%  of  its  $7  million  in  sales 
from  Japan,  even  though  its  product,  a 
Cobol  compiler  for  microcomputers, 
was  introduced  only  last  fall.  And  its 
sales  could  easily  double  this  year. 
According  to  Stan  DeVaughn,  a 
spokesman  for  Apple  Computer, 
some  640,000  micros  were  sold  in  Ja- 
pan last  year,  but  sales  are  growing  so 
rapidly  that  unit  sales  could  reach  1.5 
million  micros  by  the  end  of  1984. 
Most  of  those  machines  are  good  bets 
for  Micro  Focus'  compiler  because 
most  Japanese  micros,  like  their 
American  counterparts,  are  ending  up 
in  the  office,  and  Cobol  is  the  premier 
computer  business  language  in  the 
world. 

In  order  to  appreciate  Micro  Focus' 
product,  you  have  to  understand  the 
burdens  under  which  Japanese  com- 
puter users  labor.  First,  there  is  the 
language  itself.  Made  up  of  more  than 
50,000  distinct  ideograms,  Japanese 
does  not  lend  itself  to  simple  key- 
board inputs,  as  alphabet-based  lan- 


LEVEL/1!  COBOL 


Micro  Focus  Cobol  in  Kanji  characters 
Easing  the  language  barrier. 

eliminate  the  Japanese  end  of  the 
problem,  but  it  does  make  knowledge 
of  English  unnecessary.  That  means 
the  programming  capability  is  auto- 
matically opened  to  a  greater  number 
of  people,  thereby  making  program- 
ming productive.  As  Paul  Adams,  Mi- 
cro Focus'  vice  president  of  sales,  ex- 
plains it:  "A  compiler  takes  state- 
ments or  commands  and  converts 
them  into  something  a  computer  can 
understand  and  execute.  Ours  sup- 
ports Kanji,  which  means  that  you 


Edited  by  Stephen  Kindel 

can  enter  commands  in  Kanji  and  get 
Kanji  out  on  the  screen.  That  just 
speeds  up  computer  use  enormously." 

Micro  Focus  is  not  the  only  ice 
salesman  in  Eskimoland.  IBM,  for  in- 
stance, introduced  its  Kanji  Informa- 
tion System  in  Japan  in  1979  to  allow 
programmers  to  enter  and  computers 
to  display  data  in  Kanji  characters. 
IBM  says  there  is  a  huge  demand  for  a 
Kanji  interface.  Its  system  includes  a 
keyboard  one-third  larger  than  an  En- 
glish-language keyboard,  but  it  is  not 
"portable."  That  means  it  is  not  appli- 
cable to  personal  computers,  the  fast- 
est-growing segment  of  the  computer 
market.  Not  having  to  compete  with 
IBM,  of  course,  leaves  O 'Grady  all 
smiles. 

There  is  a  double  irony  to  Micro 
Focus'  success.  The  first  is  that  of  a 
Western  company's  developing  a  tool 
that  increases  Japan's  already  enor- 
mous productivity.  But  there  is  an- 
other. Without  Western  firms'  help- 
ing them  along,  and  barring  a  break- 
through of  their  own,  the  next 
generation  of  Japanese  computers 
would  surely  be  speaking  English. 

Inscrutable,  those  Occidentals. 

Shake  well,  stir  gently 

Biotechnology,  for  all  of  the 
breakthrough-a-week  headlines  it 
generates,  is  still  not  very  far  along 
toward  becoming  a  major  industry. 
The  machinery  that  makes  it  possible 
to  transform  intricate  laboratory  ex- 
periments into  low-cost,  widely  avail- 
able products — the  "infrastructural 
component" — is  not  yet  in  place.  It  is 
as  if  biotechnology  were  still  waiting 
for  its  Henry  Bessemer  to  come  along. 
Or,  more  likely,  its  Andrew  Carnegie. 

Then  again,  they  may  already  be 
here,  in  the  persons  of  David  and  Sig- 
mund  Freedman.  They  are  president 
and  secretary-treasurer,  respectively, 
of  New  Brunswick  Scientific,  a  New 
Jersey  company  that  has  a  strong  hold 
on  industrial  fermentation  technolo- 
gy. While  its  sales  are  still  small — $20 
million  in  1982 — the  entire  biotech- 
nology industry  depends  heavily  on 
instruments  like  those  made  by  New 
Brunswick  Scientific.  That's  because 
everything  from  yeast  to  yogurt  start- 
er to  antibiotics  to  enzymes  requires 
fermentation  technology.  In  order  to 
produce  monoclonal  antibodies,  in- 
terferon and  a  host  of  other  genetical- 
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ly  modified  products,  you  need  the 
kind  of  equipment  that  New  Bruns- 
wick Scientific  manufactures.  Other 
than  proprietary  technologies  owned 
by  the  pharmaceutical  industry  and 
Corning  Glass  Works,  New  Bruns- 
wick Scientific  is  just  about  the  only 
game  in  town. 

NBS  got  into  the  business  almost  as 


an  afterthought.  The  brothers  Freed- 
man  originally  started  a  business  after 
World  War  II  that  capitalized  on  Da- 
vid's trade  as  a  toolmaker.  Their  com- 
pany, New  Brunswick  Tool  &  Die, 
manufactured  tools  for  making  knit- 
ting machine  parts.  But  the  brothers 
rapidly  developed  a  sideline  business 
in  repairing  and  making  parts  of  bio- 
logical research  machinery  that  grad- 
uate students  from  nearby  Rutgers 
University  would  bring  to  them.  The 
early  Fifties  were  heady  days  for  mi- 
crobiology' at  Rutgers.  Selman  Waks- 
man  had  won  a  Nobel  Prize  in  1952 


for  his  discovery  of  streptomycin 
there,  and  the  labs  were  going  all  out. 

By  1953,  with  the  Freedmans  now 
manufacturing  lab-scale  fermenters, 
the  company  began  to  shed  its  blue- 
collar  work — and  name — for  the  loft- 
ier New  Brunswick  Scientific. 
Though  the  company  was  short  on 
scientific  expertise,  its  good  relations 
with  the  university  scientific  com- 
munity proved  invaluable.  Students 
and  professors  continued  to  offer 
problems  and  suggestions.  "Com- 
pared with  what  we  have  today,  the 
early  fermentation  equipment  was 


Everything  into  the  soup 


In  order  to  get  useful  products  out  of  a  fermenter,  you 
have  to  start  with  the  right  ingredients — the  microbe  or 
bacterium  you  are  growing,  nutrients,  precise  tempera- 


ture and  pH  and  oxygen  or  its  total  absence  as  needed. 
Stir  well,  keep  the  mixture  completely  contaminant 
free,  and  the  result  is  a  valuable  harvest. 


Acid/base  reservoir  .   Pump 


Nutrient  addition 
or  catalyst 


To  air-flow  control 
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Breathe  free. 


So  far,  we've  created  27  types  of 
comfortable,  economical  masks  that 
help  people  breathe  free  of  con- 
taminated air.  They  filter  out  dusts, 
pollens,  germs  and  toxic  fumes. 

3M  developed  these  lightweight, 
disposable  masks  over  20  years  ago 
at  the  request  of  one  company  with 
a  bad-air  problem. 

By  listening  to  people  s  needs, 


we've  developed  many  innovative 
safety  and  security  products.  We've 
made  a  fire  extinguisher  foam  that 
floats  on  oil,  gas  and  solvent  fires 
and  smothers  them.  And  we've  made 
clothing  that  reflects  at  night. 

3M  has  pioneered  over  100  safety 
and  security  products.  And  it  all  began 
by  listening. 


3M  hears  you... 


For  your  free  3M  Safety  &  Security 
Brochure,  write:  Department  040205/3M, 
PO.  Box  4039,  St  Paul,  MN  55104. 

Name  


Address- 
City  


State  _ 


Zip. 


Or  call  toll-free:  1-800-323-1718, 

Operator  364.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


Technology 


crude,"  says  David  Freedman,  "but  it 
was  still  better  than  what  was  in  use." 
Because  of  the  increasingly  complex 
nature  of  fermenters,  some  of  this 
university  cooperation  continues. 

The  heart  of  the  fermenter  is  a  large 
vat,  usually  of  stainless  steel,  which  is 
filled  with  water,  nutrients  and  a  bac- 
terial culture  to  make  a  sort  of  micro- 
bial broth.  Left  alone,  the  organisms 
in  the  soup  would  rapidly  divide,  pro- 
ducing an  ample  supply  of  whatever  is 
being  grown.  But  controlling  growth 
isn't  that  simple.  Nutrients  vary  ac- 
cording to  what  is  growing. 

At  different  stages  the  mixture  de- 
mands different  ingredients  or  differ- 
ent proportions.  A  specific  tempera- 
ture and  pH  level  must  be  main- 
tained, both  within  fairly  narrow 
limits.  Then  again,  both  may  fluctu- 
ate during  the  growth  cycle.  With  an- 
aerobic organisms,  oxygen  must  be 
kept  out  of  the  fermenter.  Where  it  is 
needed,  the  oxygen  must  be  filtered 
and  sterilized  so  that  it  does  not  intro- 
duce contaminants  into  the  mixture. 

A  fermenter  has  to  maintain  an 
aseptic  environment  for  several  rea- 
sons. Contamination  could,  of  course, 
interfere  with  or  even  destroy  a  prod- 
uct. Or,  a  contaminant  could  make  an 
end  product  very  expensive  to  purify, 
which  would  be  just  as  catastrophic  to 
commercial  producers.  Sterile  condi- 
tions are  particularly  tough  to  main- 
tain at  points  in  the  fermentation  sys- 
tem where  materials  are  introduced 
or  drawn  off.  New  Brunswick  Scien- 
tific solves  that  problem  by  sterilizing 
inlet  and  outlet  valves  with  steam. 

To  all  these  requirements  is  added 
the  complication  of  motion.  It's  es- 
sential that  a  microbial  mixture  be 
thoroughly  stirred,  to  allow  the  mi- 
croorganisms access  to  the  nutrients 
supplied.  This  means  that  paddles  and 
stirrers  must  be  built  into  the  tanks, 
but  in  such  a  way  as  to  prevent  con- 
tamination at  the  point  where  the 
paddle  enters  the  fermenter.  In  the 
end,  fermenter  design  is  "not  just  a 
matter  of  keeping  the  bacteria  hap- 
py," says  David  Freedman.  Richard 
Thoma,  New  Brunswick  Scientific's 
director  of  process  development,  says: 
"They  still  don't  necessarily  do  what 
you  want  them  to  do.  The  real  key  is 
to  know  what's  going  on  inside  the 
fermenter." 

NBS'  bestseller  remains  its  bench- 
top  fermenters,  which  go  for  about 
$3,000.  But  it's  the  pilot  plant  custom 


fermenters  that  are  not  only  more 
profitable  for  the  firm  but  incorporate 
advanced  designs.  These  are  used 
both  for  research  and  to  help  compa- 
nies figure  out  if  they  can  produce  a 
fermentation  product  in  commercial 
quantities.  Customers  for  this  type  of 
equipment  include  major  firms  such 
as  Eli  Lilly  and  Green  Cross,  both  of 
which  have  moved  to  volume  produc- 
tion of  biotechnology  products. 

NBS  has  recently  introduced  a  mi- 
croprocessor-based instrumentation 
for  its  fermenters  that  Tucker  Antho- 
ny analyst  John  Taylor  says  is  more 
advanced  than  anything  on  the  mar- 
ket. It  can  measure  any  of  the  vari- 
ables— temperature,  pH  or  the  level  of 
dissolved  oxygen  in  the  mixture,  for 
instance — add  chemicals  or  air  or  heat 
up  the  mixture,  if  necessary.  Condi- 
tions within  the  tank  can  be  altered, 
either  by  using  timed  controls  or  con- 
trols triggered  by  something  that  hap- 
pens in  the  fermenter.  Previously, 
most  changes  had  to  be  made  manual- 
ly. NBS  has  also  patented  a  complete 
computer  system  to  coordinate  the 
processes. 

The  company  is  looking  forward  to 
selling  its  fermentation  equipment  to 
chemical  and  food  products  compa- 
nies. "Until  now,  pharmaceutical 
companies  virtually  have  had  a  mo- 
nopoly on  how  to  do  sophisticated 
fermentation,"  says  David  Freedman, 
"but  Du  Pont  and  Monsanto  are  set- 
ting up  sophisticated  systems  as  they 
get  further  into  genetic  engineering." 
Both  companies  are  likely  to  be  NBS 
customers. 

Genetics,  Thoma  points  out,  has  its 
own  hidden  surprises.  In  recombinant 
work,  for  example,  production  capa- 
bilities really  haven't  been  deter- 
mined yet.  "Maybe  the  products 
won't  grow  as  well  with  genetic 
changes  as  before,"  says  Thoma.  "The 
exploration  of  these  areas  is  just  start- 
ing." Luckily  for  the  Freedmans,  who 
own  27%  of  the  company,  New 
Brunswick  Scientific  has  a  30-year 
head  start  over  any  other  U.S.  manu- 
facturer. So  the  exploration  is  bound 
to  pay  off. — Janet  Bamford 


Mixed  media 

It  isn't  so  hard  to  understand 
change  in  the  computer  industry. 
First  comes  hardware.  Increase  its 
power,  and  you  set  up  the  demand  for 
new  software.  A  16-bit  or  32-bit  mi- 
croprocessor or  a  64K  RAM  begets  the 
Unixes  and  VisiOns  and  Lisas.  And 
these  in  turn  create  a  need  for  more 
powerful  peripherals.  Single  chip  in- 
terfaces, so  that  computers  can  talk  to 
each  other  more  efficiently.  Local 


area  networks,  so  that  computers  can 
access  each  other's  files  across  a  con- 
tinent. And  memory  storage  devices 
of  ever  greater  capacity,  so  that  all  the 
information  generated  by  all  the  new 
programs  can  be  efficiently  used  by 
the  people  who  have  paid  all  that 
money  for  new  hardware.  What  could 
be  simpler? 

But  life,  as  the  poet  Allen  Ginsberg 
points  out,  is  a  reality  sandwich.  And 
for  the  peripherals  industry,  much  of 
the  meat  is  still  missing.  Single  chip 
interfaces  are  a  few  years  away.  Local 
area  networks  are  a  tangle  of  unre- 
solved design  layouts  awaiting  a  com- 
mon standard. 

Only  in  memory  devices  has  there 
been  the  progress  to  match  the  new 
microprocessors  and  advanced  soft- 
ware just  hitting  the  marketplace.  But 
here,  at  least,  what  progress!  Accord- 
ing to  Melissa  Yonge,  an  analyst  at 
Venture  Development  Corp.,  a 
Wellesley,  Mass.  research  group,  sales 
of  magnetic  memory  media  are  grow- 
ing at  an  overall  30%  compound  an- 
nual rate  and  could  easily  rise  from 
last  year's  $1.4  billion  to  $5.2  billion 
in  sales  by  1987.  Those  numbers  are 
likely  to  be  on  the  conservative  side, 
because  they  represent  projections 
based  on  the  current  technology, 
which  is  dominated  by  the  5'/4-inch 
floppy  disk  and  the  5 '/4-inch  and  8- 
inch  hard  disk,  or  Winchester  drive. 

By  the  time  1987  rolls  around,  all 
three  products  are  likely  to  be  obso- 
lete and  long  since  replaced  by  a  triad 
of  more  advanced  devices:  micro- 
floppy disks — and  their  drives — just 
now  being  incorporated  into  products; 
vertical  recording  technology,  which 
packs  up  to  ten  times  as  much  infor- 
mation onto  a  magnetic  tape  or  floppy 
disk  as  can  now  be  stored;  and  optical 
storage  devices,  which  hold  so  much 
information  as  to  render  all  magnetic 
media  forever  useless. 

We  owe  such  an  abundance  of  stor- 
age power  to  some  fear  and  some 
greed  and  even  a  bit  of  common  sense. 

Fear's  child  is  the  microfloppy  disk 
and  drive.  Japan's  computer  industry 
fears  being  shut  out  of  the  American 
memory  market,  and  with  good  rea- 
son. Both  floppy  disks  and  Winches- 
ters are  dominated  by  a  handful  of 
U.S.  firms;  Xerox'  Shugart  Associates, 
Shugart  spinoff  Seagate  Technology, 
Tandon,  Control  Data  and  IBM  own 
the  lion's  share  of  the  disk  business, 
and  American  magnetic  media  com- 
panies such  as  3M  and  Memorex  get 
most  of  the  business  of  providing 
these  manufacturers  with  the  media 
and  coatings  that  are  the  heart  of  flop- 
py and  Winchester  disk  technology. 

Japanese  companies,  unwilling  to 
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Thanks  for  the  memories 


At  opposite  ends  of  the  mem- 
ory spectrum  are  the  Drexon  Laser 
Card  and  the  microfloppy  disk 
(shown  actual  size).  The  latter, 
which  uses  the  latest  electrome- 
chanical design,  stores  about  as 
much  data  as  conventional  mag- 
netic technology  can.  The  card 
uses  an  inexpensive  photodiode  to 
read  data  from  pits  burned  into  the 
card's  surface  by  a  laser. 


take  a  backseat,  have  been  developing 
their  own  drives,  passing  on  the  coat- 
ing work  to  their  own  magnetic  media 
firms,  among  them  Maxell  and  TDK. 
The  payoff:  Just  as  the  Japanese  have 
managed  to  produce  superior  sound 
recording  tape  through  the  use  of  ever 
tinier  magnetic  particles,  so,  too,  have 
they  managed  to  improve  their  com- 
puter storage  devices.  Since  each  iron 
or  chrome  oxide  particle  on  a  tape  or 
disk  represents  one  piece,  or  bit,  of 
computer  data,  the  greater  the 
number  of  particles  in  a  given  area, 
the  greater  the  memory  density  and 
the  larger  the  amount  of  information 
that  can  be  pulled  out  of  the  comput- 
er's memory  for  use  by  the  micropro- 
cessor at  any  one  time. 

This  increase  in  memory  density 
also  means  that  you  can  make  a  disk 
and  its  accompanying  drive  smaller 
and  sacrifice  nothing  in  the  amount  of 
memory  available.  The  Japanese  have 
done  just  that.  Their  new  microfloppy 
disk  drives  are  all  in  the  3-inch  area, 
yet  offer  the  possibility  of  challenging 
the  capacity  of  conventional  5'/4-inch 
American  floppies,  with  about  a  meg- 
abyte of  information  (a  byte  is  8  bits,  a 
megabyte  8  million  bits)  per  disk. 

The  problem  with  defensive  mar- 


keting is  that  you  bring  products  to 
the  consumer  before  they  are  ready. 
Japanese  companies  traditionally 
fight  it  out  on  their  home  turf  for 
market  and  product  superiority,  with 
the  winner  getting  coveted  export  as- 
sistance from  the  Ministry  of  Interna- 
tional Trade  &  Industry.  But  Japan's 
microfloppy  makers  were  so  afraid  of 
other  advances  in  the  U.S.  memory 
market  that  they  have  brought  their 
internal  squabbles  to  American 
shores,  so  that  instead  of  a  single 
product,  American  computer  owners 
and  manufacturers  have  to  choose  be- 
tween two  different  Japanese  micro- 
floppy drives. 

Probably  leading  the  pack  is  Sony's 
3.5-inch  drive.  It  is  already  being  mar- 
keted in  the  U.S.  by  Sony  and  has 
been  incorporated  by  Hewlett-Pack- 
ard into  one  of  its  products.  More  im- 
portant, Sony  designed  its  drive  ex- 


pressly for  the  business  computer 
market  and  has  been  beating  tlie 
bushes  to  line  up  American  business 
computer  support.  To  date,  about  20 
companies  have  joined  Sony's  push. 

Not  to  be  outdone,  however,  is  a 
group  of  Japanese  companies,  led  by 
Hitachi,  which  is  pushing  its  own  3- 
inch  disk.  Hitachi's  minions  are 
mostly  Japanese  companies  that  do 
not  now  actively  market  computer 
products  in  the  U.S.,  but  are  looking 
for  a  means  of  market  entry.  These 
include  Canon,  Fuji  Photo  Film  and 
Sanyo  Electric,  all  of  which  have  seen 
their  traditional  consumer  electronics 
and  camera  businesses  wilt  in  the  face 
of  market  saturation.  Interestingly, 
the  Hitachi  group  has  also  attracted 
support  from  both  3M  and  Memorex, 
which  want  access  to  Japan's  ad- 
vanced coating  technology. 

According  to  Jeff  Maziarek  of  Am- 
dek,  an  American  company  that  mar- 
kets the  3-inch  disk,  the  reason  for  the 
size  problem  is  found  in  the  peculiar 
nature  of  the  Japanese  home  market. 
"In  Japan,  hobbyists  share  software  by 
mailing  it  to  each  other,"  Maziarek 
says.  "The  standard  Japanese  enve- 
lope will  accommodate  a  3-inch  disk, 
but  not  a  3'/2-incher.  That  necessi- 
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When  you  want  to  take  . 
on  the  North  Sea,  - 
you  come  to  McDermott. 


When  you  need  a  pipeline  at  1,000-foot  depths  in 
-  the  world's  roughest  seas,  you  come  to  McDermo 

That" s  why  we  have  been  chosen  to  lay  310 
mites  of  pipe  across  the  steep  inclines  of  the 
Norwegian  trench,  challenging  its  rough  seas, 
great  depths  and  irregular  sea  floor.  Such  a  cross- 
ing has  never  been  done  before.  We're  going  to 
do  it  twice. 

Why  McDermott?  Because  we're  the  best 
qualified  to  do  the  job.  Only  McDermott  has  the 
people,  the  resources  and  the  experience  for 
dealing  with  the  colossal  challenges. 

Our  semisubmersible  pipe-laying  barge  is 


—  McDermott 

pped  with  an  advanced  automatic  welding 
9m,  perfected  by  McDermdaTOr  handling 
i3 "diameter  pipe  with  great  speed.  And  a  div- 
jystem  specially  developed  by  McDermott 
\/ork  in  extreme  depths  up  to  1,500  feet, 
ut  perhaps  the  best  reason  of  all  for  coming 
!  IcDermott  is  that  our  expertise  is  proven, 
le  already  installed  the  world's  two  deepest 
find  gas  pipelines  in  the  Gulf  of  Mexico  to  the 
Mnac  oil  and  gas  platform.  Our  expertise  has 
%  been  proven  in  the  Middle  East,  West  Africa, 
feh  America,  and  the  Far  East. 
|l  of  this  is  why  McDermott  is  the  number  one 


International—  

marine  construction  company  in  the  world,  ex- 
perienced in  dealing  with  the  unprecedented. 
Which,  after  all,  is  what  it  takes  today  to  keep  the 
world  supplied  with  energy. 

Offshore  and  onshore,  McDermott,  its  subsid- 
iaries and  its  50,000  employees  worldwide  are 
well  prepared  to  help  the  world  find  energy  solu- 
tions. For  further  information  write  Public  Affairs, 
McDermott  International,  Inc.,  1010  Common 
Street,  New  Orleans,  LA  70112. 

/■ujft  Where  the  world  comes 
for  energy  solutions. 


Technology 


tates  two  separate  designs." 

While  the  Japanese  push  and  shove 
for  market  share  in  the  microfloppy 
market  and  look  nervously  over  their 
shoulders  at  the  American  entrant — a 
3.9-inch  disk  from  IBM — another 
technology  is  elbowing  its  way 
through  the  crowd.  Vertical  record- 
ing— so-called  because  it  stands  the 
magnetic  particles  up  on  their  poles 
instead  of  stringing  them  along  end- 
to-end,  freight-car  style,  like  conven- 
tional magnetic  tape — is  also  a  Japa- 
nese-onginated  technology.  But  its 
leading  exponent  is  an  American 
company,  Minneapolis-based  Verti- 
mag  Systems  Corp. 

Despite  its  ability  to  squeeze  mam- 
moth amounts  of  information  into  a 
very  small  space,  vertical  recordmg 
was  not  taken  very  seriously  after  it 
was  postulated  in  1975  by  Shunichi 
Iwasaki,  a  magnetics  professor  at  To- 
hoku  University.  No  one  appeared  to 
need  the  capacity  it  offered,  and  it 
remained  untried.  And  the  economics 
were  not  promising,  mainly  because 
conventional  media's  iron  oxide  coat- 
ings were  cheaper  than  the  cobalt 
chrome  needed  for  vertical  recording. 
Moreover,  the  process  used  to  coat  the 


polyethylene  terephthalate  of  floppy 
disks  or  the  polished  aluminum  of 
hard  disks  has  proved  to  be  excruciat- 
ingly difficult  to  shift  from  the  labora- 
tory to  the  production  line. 

The  company  that  has  come  closest 
to  solving  all  of  these  problems  is 
Vertimag.  Ironically,  the  idea  of  form- 
ing the  company  came  from  Iwasaki 


himself  during  a  three-month  visit  to 
the  University  of  Minnesota's 
Magnetics  Research  Laboratory  in 
1977.  Iwasaki  convinced  Jack  ludy, 
the  lab's  director,  and  Clark  Johnson, 
a  former  magnetics  researcher  with 
3M,  of  the  density  advantage  of  verti- 
cal media.  In  1980  ludy  and  lohnson 
got  Vertimag  off  the  ground  with  a 
SI. 8  million  investment  from  Swe- 
den's telecommunications  giant,  L.M. 
Ericsson,  and  others. 

Since  then,  Vertimag  has  raced  to 
assemble  an  entire  system  for  floppy 
disks,  from  developing  a  special  head 
for  reading  vertical  media  to  altering 
the  electronics  in  conventional  disk 
drives  for  the  huge  chunks  of  data  a 
vertical  floppy  can  spin  off.  Recently 
it  began  selling  a  few  prototypes  of  a 
5-megabyte,  S'/^-inch  floppy,  with  full 
production  scheduled  for  next  year. 
"We  have  the  leadmg-edge  technolo- 
gy," says  lohnson,  now  Vertimag's 
president.  "We  can  do  it  in  the  labora- 
tory. We  understand  the  technology. 
Now  we  have  to  scale  it  up.  But  doing 
it  in  the  lab  isn't  the  same  as  produc- 
ing millions  and  millions  of  disks  a 
year."  Vertimag  is  currently  designing 
a  35-ton,  50-foot-long  machme  that 
will  use  a  sputtering  process  to  coat  2- 
kilometer-long  rolls  of  media  and  pro- 
duce some  3.5  million  SWinch  flop- 
pies a  year.  That  may  be  conservative. 
Laurence  Lueck,  publisher  of  Magnetic 
Media  Information  Sen  ices,  estimates 


that  conventional  floppy  disk  sales 
will  go  from  400  million  units  this 
year  to  700  million  units  in  1984. 

That  leaves  a  lot  of  room  for,  well, 
vertical  growth,  and  the  Japanese,  no- 
tably Hitachi,  Toshiba,  Sony,  Fujitsu 
and  Nippon  Electric,  all  have  exten- 
sive, well-funded  R&D  programs — 
several  headed  up  by  Judy's  former 


students.  And  then — again — there  is 
IBM,  which  has  done  considerable 
work  on  vertical  recording  for  hard 
disks  and  is  reportedly  ready  to 
launch  a  maior  effort  in  floppies. 

In  the  end,  all  the  work  on  magnetic 
media  might  come  to  nothing.  While 
vertical  magnetic  storage  provides  at 
least  a  tenfold  increase  in  information 
capacity,  optical  recording — informa- 
tion burned  into  a  medium  by  a  laser 
and  recovered  by  a  photodiode — offers 
a  100-fold  increase  in  storage.  Laser 
disks,  already  available  as  a  consumer 
alternative  to  videotape,  store  infor- 
mation in  gigabyte  quantities.  [A  giga- 
byte is  1,000  megabytes.  Compare 
that  with  the  five  megabytes  offered 
by  Vertimag's  5'4-inch  floppy  disk 
and  you  begin  to  understand  the  po- 
tential of  optical  recordings.'  Further, 
while  magnetic  media  require  ex- 
tremely complicated  electromagnetic 
and  electromechanical  devices  to  lay 
down  and  retrieve  information,  there- 
by placing  an  expensive  floor  on  the 
price  of  tape  and  disk  drives,  optical 
recording's  laser  and  photodiodes  can 
be  all  electronic  and  produced  for  a 
few  dollars. 

Just  how  cheap  optical  recording 
promises  to  be  is  illustrated  by  the 
first  product  becoming  available  in 
the  commercial  marketplace  the 
Drexon  Laser  Card.  A  product  of 
Drexler  Technology  Corp.  of  Moun- 
tain View,  Calif.,  the  Laser  Card  is  the 
size  of  a  conventional  credit  card.  Its 
surface  is  covered  with  a  coating  that 
lends  itself  to  producing  extremely 
uniform  holes  when  burned  by  a  laser. 
This  surface,  fully  covered,  holds  two 
megabytes  of  memory,  and  the  device 
that  will  read  it  costs  less  than  Si 00, 
compared  with  about  S20  for  conven- 
tional floppy  disks  that  would  hold 
the  same  amount  of  information,  and 
over  S700  for  the  drives.  The  Laser 
Card  is  a  natural  for  storing  bank  rec- 
ords and  as  a  bank  debit  card,  and  for 
rapid  loading  of  software  into  person- 
al computers.  Drexler  has  already  sold 
distribution  licenses  for  the  Laser 
Card  to  Japan's  Toshiba  and  Fujitsu, 
and  L.M.  Ericsson,  all  of  which  are 
expected  to  incorporate  laser  technol- 
ogy an  future  computer  offerings,  and 
it  has  built  a  facility  to  turn  out  the 
cards  m  gigaquantities. 

So  much  change  makes  the  trend 
clear:  The  cost  of  all  hardware,  includ- 
ing memory,  contmues  to  drop  so  rap- 
idly that  it  will  almost  certainly  be- 
come a  cheap  commodity  item,  given 
away  when  the  customer  buys  the 
much  more  expensive  software. 
That's  when  the  real  marketing  fun 
will  begin. — S.K.  and  Robert  Teitelman 


Free  fall  in  memory  prices 


Each  new  development  in  computer  memory  has  sharply  cut  the 
price  per  megabyte — 8  million  bits  of  computer  data — while  mem- 
oir densities  have  increased  dramaticallv. 


Lineal  density 

(per  inch) 


Aieal  density 

iper  square  inch! 


Cost 

er  megabyte' 


100  thousand 
flux  reversals 


15  thousand 
flux  reversals 


10  billion 
flux  reversals 


25  thousand 

impressions 
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mill]  on 
flux 
reversals 


625  million 
impressions 


Hoppy:  $5 


Rigid:  S10 


^  Longitudinal  recording  Lj  Vertical  recording     Y~\  Laser  toptical'  recording 
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XEROX 


The  new 
Xerox 1075. 


Five  years  ago,  Xerox  embarked  on  a 
Marathon  effort.  To  create  machines  that 
could  withstand  the  greatest  tests  of 
endurance  and  stamina. 

Now,  through  the  efforts  of  Xerox  sci- 
entists and  engineers  on  three  continents, 
the  first  one  is  here,  ready  to  outrun 
every  competitor  in  its  class. 

The  Xerox  1075  copier  is  so  adaptable, 


A  Marathon 
with  a  choia 
of  starts 
and  finishes. 

you  can  custom  design  it  to  fit  your  neec 
choosing  from  20  possible  configurator 

From  a  high-speed  document 
handler  that  can  copy  a  stack  of  50 
originals  at  a  rate  of 
70  per  minute,  to  a 
finisher  that  auto- 
matically sorts  and 
staples  reports. 

And  since  the  1075  is  modular,  you 
only  pay  for  what  you  want.  Not  what 


XEROX 


1075 


MjJUTHON 


XEROX®.  Marathon  and  1075  are  trademarks  of  XEROX  CORPORATION. 


XEROX 


don't  need.  For  that  matter,  when 
!ir  copier  needs  change,  so  can  your 
5.  That's  how  adaptable  it  is. 
3ut  what  makes  the  Xerox  1075  copier  a 
rathon  is  how  it's  been  designed  to  run. 
£very  major  component  in  the  new 
Fox  1075  has  had  to  pass  an  unprece- 
ated  array  of  stress  tests. 
Knd  this  copier's  revolutionary  elec- 
lic  technology  leaves  traditional  cop- 
l  back  at  the  starting  line. 
For  instance,  when  you  turn  the  1075 

it  does  a  series  of  electronic  warm- 
L  automatically  racing  through  over 


100  critical  checkpoints  to  make  sure  it's 
ready  to  run. 

When  it's  off  and  running,  it  continues 
to  monitor  itself,  constantly  making 
adjustments  so  every  copy  looks  as  good 
as  the  original. 

But  as  advanced  as  it  is,  this  machine 
is  incredibly  easy  to  use.  It  has  a  display 
screen  and  read-out  that  in  simple 
terms  can  walk  you  through  your  copy 
jobs.  From  showing  you  how  to  make 
reductions  in  the  exact  size  you  want, 
to  automatically  copying  on  both  sides 
of  a  page. 

Best  of  all,  we're  so  confident  of  the 
Xerox  1075  copier  that  its  rental  contract 
comes  with  a  one-year  guarantee.  So  if 
any  time  during  the  first  year  you  aren't 
completely  satisfied,  give  us  30  days' 
notice  and  we'll  cancel  your  contract. 
No  cancellation  fee. 
No  removal  charge. 

The  Xerox  1075  Marathon 
copier.  Built  to  shatter  the 
record  for  endurance. 


For  more  information,  call  800-648-5888,  operator  287,"  or  your  local  Xerox  office,  or 
mail  in  this  coupon:  Xerox  Corp..  Box  24.  Rochester,  New  York  14692 
□  Please  have  a  sales  representative  contact  me    □  Please  send  me  more  information 
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itly  available  in  selected  U.S.  cities. 


*ln  Nevada,  call  80O-828-62I0,  operator  287. 


On  the  Docket 


Legal  trends  that  affect  your  business  and  investments 


'This  stoiy  is  better  than  any  you  'll  find  in 
Business  Week  or  Fortune  "Can  we  say  that? 


A  return  to 
Brand  X 


claims  are  typically  made  assuming 
people  don  t  take  them  to  be  precise 
reflections  of  exhaustive  tests.  But  U- 
Haul  says  that  s  unfair. 

This  is  the  first  argument  of  its  kind 
between  national  advertisers  to  be  de- 
cided m  court.  Other  disputes,  such  as 
McDonald  s  recent  lawsuit  against 


By  Richard  Greene 


IN  early  lune  a  U.S.  District  Court 
in  Arizona  will  deliver  a  decision 
of  great  importance  to  the  Pepsi 
generation,  followers  of  Ronald  Mc- 
Donald and  comparative  advertisers 
everywhere. 

ludge  Earl  Carroll,  who  is 
hearing  the  case,  will  decide 
whether  U-Haul,  the  giant  mov- 
ing and  storage  company,  should 
get  up  to  S3  ^5  million  from  its 
competitor,  lartran,  and  its 
former  chairman,  lames  A. 
Ryder.  U-Haul  is  suing  over  a 
series  of  ads  comparing  the  two 
companies'  services  in  newspa- 
pers between  late  1979  and  Janu- 
ary 1981.  In  its  pitch,  lartran 
claimed  to  provide  cheaper  and 
better-moving  vehicles.  U-Haul 
says  neither  statement  was  true 
and  Tartran  hadn  t  done  adequate 
research  to  prove  its  claims. 

lartran  is  now  in  bankruptcy 
proceedings  so  U-Haul  will 
probably  never  see  anywhere 
near  S3 75  million.  But  that's 
not  really  important.  The  out- 
come could  have  a  major  effect 
comparative  advertising. 

U-Haul  contends  that  Tartran's  ad- 
vertising agencies  are  also  at  fault. 
"Through  SEC  law  public  relations 
turns  can  be  liable  ror  statements  they 
release,"  says  Paul  Kelley,  assistant  to 
the  president  of  U-Haul.  "We  are  say- 
ing that  an  advertising  agency  is  simi- 
larly responsible  to  check  the  figures 
released  by  its  client 

U-Haul  also  charges  lartran  was  re- 
sponsible for  the  truth  ::  c  rnparative 
claims  like  "safer"  or   better  Such 


on 


Burger  King,  have  been  settled.  So  if 
U-Haul  wins  here,  other  advertisers 
and  their  agencies  will  pay  attention. 
"We  realize  that  this  case  may  have  a 
chilling  effect  on  comparative  adver- 
tising," says  Kelley. 

U-Haul.  of  course,  isn't  out  to  chill 
anything.  It  iust  wants  to  beat  Tartran. 

A  dubious  route  to  fame 

Should  Control  Data  get  out  of  South 
Africa?  Should  Dow  Chemical  quit 
dealing  m  deadly  chemicals-  Should 


Commonwealth  Edison  shut  down  its 
nuclear  reactors-  Questions  like  thesa 
show  up  on  almost  every  proxy  state- 
ment these  days.  Clearly  it  is  easy  ton 
special  mterest  pleaders  to  get  theiuj 
dubious  propositions  on  the  corporatal 
ballot.  They  generally  lose,  of  course, 
but  who  cares.  Publicity  is  their  game. 

Here's  how  it  works:  An  individual 
who  owns  only  one  share  can  propose! 
resolutions  simply  by  complying  with 
SEC  guidelines  and  a  corporation 
cannot  deny  him  a  hearing  without! 
SEC  review.  That  's  why  lots  of  pres- 
sure groups  routinely  put  their  pet 
questions  to  shareholders. 

This  costs  corporations  time  and 
money,  and  the  SEC  concedes  there  is 
a  danger  that  shareholders  may  be  put 
off  readmg  proxy  statements  full  of 
doomed  resolutions.  So  several  re- 
rorms  are  under  consideration,  the 
most  popular  of  which  requires  that  I 
resolution's  backer  own  at  least 
SI. 000  worth  of  stock. 

Big  busmess,  you  might  think, 
would  be  all  for  this  land  of  sugges- 
tion. But  think  again.  Many  cor-1 
porate  officials  are  clearly  wor- 
ried about  negative  publicity. 
You  can  almost  see  the  head- 
lines: "Corporate  brass  demes 
nuns  a  hearing.  Rather  than 
face  that,  many  executives 
would  rather  submit  to  all  the 
cost  and  bother  of  printing  the 
doomed  resolutions. 

Enter  SEC  Commissioner 
Barbara  Thomas  a  former  Wall 
Street  lawyer,  with  a  proposal 
that  she  frankly  admits  is  some-l 
what  cynical.  Her  idea:  Simply 
require  that  the  name  of  the  per- 
son who  introduced  the  propos- 
al be  left  off  the  proxy  and  kept 
confidential.  "I  believe  that  as 
long  as  it's  so  easy  to  set  the 
proxy  machinery  in  motion, 
there  will  be  people  who  think 
that  this  is  a  good  way  to  see  their 
names  in  print,"  she  says.  "Some  indi-j 
viduals  use  the  process  to  focus  the 
attention  of  billion-dollar  businesses 
and  millions  of  public  investors  on 
them  personally.  These  people  are 
misusing  the  proxy." 

It's  an  attractive  proposition.  As 
Thomas  pomts  out,  "It  would  cost  the 
country  nothing.  In  fact  it  would  take 
nothing  away  from  people  who  really 
believe  m  their  ideas.  Nobody  cani 
complain  that  his  rights  have  been 
abniced  —  R  G. 
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TO  THE  WEALTHY 


WING  ONE'S  CAKE  AND  EATING  IT  TOO  IS  LARGELY  A  MATTER 

:  PROPERLY  MANAGING  THE  ENTREPRENEUR'S  COMPLETE  CYCLE 

WEALTH.  FROM  ITS  CREATION,TO  ITS  INVESTMENT,  TO  ITS 

)NSERVATION  FOR  ONE'S  ESTATE.  _ 

CITIBANK® 
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PRIVATE  BANKING  &  INVESTMENT 


ISuick  announces 
a  little  more  wagon. 


The  stylish  wagon  you  see  sitting  very 
smartly  in  front  of  its  two  big  brothers 
is  the  new  Skyhawk  Limitec!  Station 
Wagon. 

It's  the  first  front-vvheel-drive  Buick 
wagon.  And  though  its  a  small  Buick, 
it's  very  big  on  traditie^^feick 
qualities.  Its  seats,  for  ef|^fc|e,  are 
trimmed  with  the  sameq^ky  cloth  , 
that  adorns  the  Electra  Paff»/enue. 

Due  to  its  highly  intelligercflBfesign, 


the  Skyhawk  wagon  is  more  spacious 
than  you  might  expect.  With  the  rear 
seat  folded  down,  it  can  carry  64.5 
cubic  feet  of  whatever  you  wish  to 
carry. 

So  everything  fits  beautifully. 
Including  you.  And  your  cargo. 

Buckle  yourself  up  and  visit  your 
Buick  dealer  soon. 

And  put  yourself  into  a  little  more 
wagon. 


Official  Car  ol  the  XXI 1 1  id  Olympiad 
Los  Angeles  19S4 


Ubukbft  you  really  radier  Hate  a  3uick? 
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Behind  The  Figures 


Edited  by  Eamonn  Fingleton 

Taking  the  heat  off 

As  head  of  the  Amtrak  railroad  sys- 
tem, W.  Graham  Claytor  Jr.,  71,  is 
confronted  with  a  task  that  would 
have  been  formidable  even  back  in  the 
days  when  he  headed  the  front-rank- 


ting  refurbished  dome  cars  back  on 
the  system,  for  example,  improving 
food  service  with  new  menus  and  ice 
cream  and  shifting  the  California 
Zephyr  from  Wyoming  to  a  spectacu- 
larly scenic  route  through  the  Rock- 
ies. He's  even  planning  to  offer  auto- 
train  service  from  Washington  to 
Florida — at  a  prospective  $4  million- 
a-year  profit.  By  raising  top  speeds  to 
120  miles  an  hour,  he  aims  at  cutting 
19  minutes  from  the  Metroliner's  2- 
hour-and-49-minute  New  York-to- 
Washington  schedule.  At  that  speed, 
he  says,  nobody  in  his  right  mind  will 
travel  by  air.  "The  only  people  who 
will  take  the  plane  are  dyed-in-the- 


Amtrak's  W.  Graham  Claytor  Jr. 
Take  the  train,  not  the  plane. 


ing  Southern  Railway.  Year  in,  year 
out,  he  has  to  keep  cutting  the  sys- 
tem's relative  costs.  "I've  got  to  keep 
charging  the  government  less  every 
year,"  he  says  firmly.  "So  if  we  don't 
have  first-class  service,  we  won't  have 
any  service  at  all." 

Amtrak  is  the  promotional  name 
for  the  government's  National  Rail- 
road Passenger  Corp.,  that  combine  of 
consumer  need  and  political  expedi- 
ence that  inherited  the  ruins  of  the 
U.S.'  once  proud  passenger  railroad 
system.  By  its  very  nature,  it  regularly 
loses  scads  of  money,  so  much  so  that 
Congress  was  forced  to  decree  a  few 
years  back  that  Amtrak  had  to  earn 
50%  of  its  costs  by  1982.  It  managed 
to  do  that  last  year,  reducing  its  losses 
from  $720  million  to  $550  million, 
and  Claytor  expects  it  will  be  earning 
55%  in  just  a  few  years. 

It  will  do  that,  he  says,  both  by 
improving  service  (and  so  attracting 
more  business)  and  reducing  the  sys- 
tem's sky-high  costs.  Claytor  is  put- 


wool  air  enthusiasts."  Maybe  so. 

At  the  same  time,  Claytor  is  cutting 
costs,  sometimes  dramatically,  in 
whatever  way  he  can.  He  is  hoping  to 
substitute  buses  for  trains  on  the 
moneylosing  47-mile  Tampa-St.  Pe- 
tersburg run,  a  notoriously  difficult 
stretch  of  track  that  takes  1  hour  and 
40  minutes  by  train.  He  worked  out  a 
new  labor  contract  to  pay  operating 
people  by  the  hour  instead  of  by  mile- 
age blocks.  He  has  even  arranged  a 
deal  to  lease  right-of-way  to  MCI  for  a 
fiber  optics  communications  net- 
work, and  operating  rights  to  a  Japa- 
nese-dominated company  for  a  Los 
Angeles-San  Diego  bullet  train. 

A  lifelong  Democrat  and  a  former 
Secretary  of  the  Navy  in  the  Carter 
Administration,  Claytor  concedes 
that  Amtrak  is  woefully  underused 
everywhere,  except  maybe  in  the 
Northeast  Corridor.  But  he  argues 
that  the  system  is  needed  for  defense 
purposes  and  could  still  carry  World 
War  II  troop  volumes  if  it  had  to.  "The 
heat's  off  at  the  moment,"  he  says, 
"but  if  we  can't  keep  our  revenue-to- 
cost  ratio  improving,  the  whole  sys- 
tem is  in  jeopardy." — James  Cook 

Made  in  heaven 

If  computer  maker  James  Skidmore  Jr. 
is  to  be  believed,  he  is  offering  the 
best  of  both  worlds.  The  Seiko  Series 
8600,  a  microcomputer  system  he 
launched  in  November,  boasts  the  en- 
gineering advantage  of  Japanese  hard- 
ware (supplied  by  watchmaker  Seiko) 
and  all  the  "user  friendliness"  of 
American  software.  The  latter  is  sup- 
plied by  Skidmore's  Science  Manage- 


The  Seiko  Series  8600' s  James  Skidmore  Jr. 
A  non-Japanese  face  at  the  top. 
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ment  Corp.,  a  New  Jersey-based  soft- 
ware and  consulting  concern.  Add  the 
instant  recognition  of  the  Seiko 
name,  and  Skidmore  reckons  he  was 
already  miles  ahead  of  most  hopefuls 
in  the  microcomputer  derby  before  he 
sold  a  single  unit. 

The  project  began  in  1981  when 
Seiko  started  casting  around  for 
American  marketing  help  for  a  new 
computer  line  it  was  planning.  Skid- 
more  insisted  that  his  Science  Man- 
agement Corp.  should  be  a  partner 
rather  than  just  a  distributor.  That 
was  asking  a  lot,  given  that,  as  he 
points  out,  the  Japanese  hate  to  give 
other  people  a  say  in  running  their 
businesses.  Even  so,  Science  Manage- 
ment ended  up  with  64%  of  the  new 
joint  marketing  company  for  an  in- 
vestment of  only  $500,000.  Seiko  put 
up  $2.2  million  for  the  rest. 

How  come  Skidmore  pulled  off 
such  a  sweet-looking  deal?  "We  had 
the  software  they  wanted,"  he  says. 
"We  were  working  on  16-bit  configu- 
rations when  most  of  our  competitors 
were  still  thinking  in  terms  of  8-bit. 
Our  software  is  tailored  for  more  so- 
phisticated machines  than  most." 

Skidmore,  50,  who  has  ended  up  in 
computers  after  a  spell  with  PepsiCo 
and  the  Junior  Chamber  of  Com- 
merce, is  pitching  the  8600  into  a 
tough  battlefield — the  top  end  of  the 
microcomputer  market,  where  the 
Japanese  have  so  far  failed  to  make  it 
big.  Skidmore  believes  Seiko's  reputa- 
tion for  precision  gives  an  edge.  Cer- 
tainly price  is  not  a  big  draw:  A  basic 
configuration  costs  a  sizable  $5,400. 

Some  might  question  how  Skid- 
more expects  to  fend  off  competitors 
like  IBM  and  Digital  Equipment.  But 
he  hopes  he  can  carve  out  a  niche 
aiming  straight  at  the  business  user. 
Stock  market  investors  are  certainly 
believers.  Quoted  on  the  Amex,  Sci- 
ence Management  stock  shot  from  $4 
in  November  to  $28  in  February  be- 
fore settling  back  to  around  $21. 

Earnings,  meanwhile,  dropped  from 
62  cents  to  a  minuscule  16  cents  in 
1982.  Skidmore's  comment  is  cau- 
tionary: "People  are  speculating.  This 
venture  is  still  at  a  formative  stage, 
and  so  far  we  do  not  know  how  well 
the  machines  will  be  received  by 
users." — Ellen  Benoit 


Publisher  Terry  Ehrich 
Arriving  on  time. 


Changing  gears 

It  was  love  at  first  bite  when  Terry 
Ehrich  heard  that  Hemmings  Motor 
News,  an  obscure  advertising  month- 
ly for  car  enthusiasts,  was  for  sale. 

"I  have  been  an  auto  addict  ever 
since  I  was  13,  when  I  bought  a  Model 
A  Ford,"  he  says.  "I  could  not  believe 
my  luck  when  I  heard  about  Hem- 
mings. It  was  just  the  sort  of  business 
to  get  me  out  of  the  New  York  rat 
race." 

Ehrich,  41,  an  outdoorsy  Vermont- 
bom  graduate  of  Harvard  who  was 
then  selling  ad  space  for  the  New  York 
Review  of  Books,  rounded  up  his  sav- 
ings and  tapped  two  wealthy  inves- 
tors for  the  $300,000  purchase  price. 
Few  executives  who  have  turned  their 
hobbies  into  a  business  have  done  bet- 
ter. Since  Ehrich  took  over  in  1968, 
Hemmings'  circulation  has  risen  from 
41,000  a  month  to  208,000.  He  has 
inched  up  the  cover  price  from  25 
cents  to  $2.50  and  more  than  doubled 
ad  rates.  Now  Hemmings  and  other 
publications  he  has  since  acquired 
have  sales  totaling  $7  million. 

And  profits?  "They  are  comfort- 
able," he  says  guardedly.  But  industry 
observers  reckon  that  Hemmings  alone 
must  chip  in  a  couple  of  million.  De- 
spite its  name,  Hemmings  contains  no 
news — so  no  editorial  budget. 

Even  so,  when  he  took  it  over  it  was 
barely  profitable  after  paying  salaries 
to  two  staffers.  "I  could  see  the  poten- 
tial because  I  knew  that  antique  cars 
was  a  growing  field,"  says  Ehrich.  He 
could  also  see  there  was  room  to  give 
advertisers  better  service.  Under  the 
old  management,  descriptions  of  cars 
occasionally  got  garbled  in  transmis- 


sion— something  that  car  enthusiasts 
do  not  easily  forgive,  particularly 
with  several  competing  publications 
around.  Ehrich  introduced  a  complex 
copy  checking  system  avoiding  costly 
errors.  And  he  made  sure  that  publica- 
tion dates  were  kept. 

Until  now  he  has  relied  largely  on 
word  of  mouth  to  do  his  marketing. 
But  circulation  growth  stalled  last 
year,  so  Ehrich  is  planning  to  spend  a 
bit  on  a  direct  mail  subscription  cam- 
paign. Meanwhile  some  other  ven- 
tures, notably  ailing  Small  Boat  Jour- 
nal, which  he  acquired  in  1980,  need 
work.  But  judging  by  the  hours  he 
spends  tinkering  with  his  1946  wood- 
paneled  Ford  station  wagon,  Ehrich  is 
not  overwhelmed.  Indeed,  he  is  busy- 
ing himself  with  plans  for  yet  another 
new  magazine  on  yet  another  enthu- 
siasm— gardening. — Walecia  Konrad 

The  new  Medici 

For  philistines  who  question  Philip 
Morris'  massive  spending  on  the  arts, 
Chairman  George  Weissman  has  an 
answer.  "More  people  go  to  museums 
than  to  ball  games,"  he  says.  "In  New 
York  City  alone,  64  million  people 
went  to  cultural  events  last  year." 

Weissman,  63,  an  articulate  former 
journalist  who  worked  his  way  to  the 
top  via  public  relations,  won't  say 
what  Philip  Morris  is  spending  in  sup- 
port of  art,  all  told.  But  museum  cura- 
tors believe  that  for  its  size — sales  of 
$12  billion  last  year — Philip  Morris  is 
one  of  the  most  generous  corpora- 
tions. It  was  one  of  the  earliest  corpo- 
rate sponsors  in  the  arts,  and  its 
spending  has  kept  pace  with  its  rapid 
sales  growth  over  the  years. 
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Promises  made,  promises  kept. 


Vhen  Falcon  Jet  delivers  so 
consistently,  why  can't  other 
manufacturers  keep  their  word? 

3oocf  question— why  can 't  they? 

If  they've  got  all  that  technology, 
vhy  can't  they  tell  you  in  advance 
iow  far  their  new  business  jet  will  go, 
iow  fast,  or  how  much  it  will  weigh? 

Falcon  Jet  can.  Because  we've  got 
he  engineering  to  back  it  up.  And  the 
echnology  to  keep  on  building  in 
mprovements  from  the  time  we 
mnounce  a  new  model  to  the  time 
he  FAA  certifies  it.  So  the  early  buyer 
ictuallygets  a  better  airplane  than 
le  ordered. 

Remember  the  jet  that  was 
supposed  to  fly  4000  nautical  miles 
lonstop  at  Mach  .80?  Now  that  it's 

a/con  200  performance  comparison 


Initial  announcement 
In  June,  1981 


FAA  certification 
July  6, 1982 


ange1 

2450  nm 

2600 nm 

Hruat 

ier  engine) 

50501b2 

52001b3 

akeoff 

unway  (BFL) 

5250  ft 

4650  ft 

akeoff  noise 

PNdB) 

85.5 

83.9 

8  passengers,  crew,  baggage  and  NBAA  VFP  reserves 
At  sea  level.  76 "  F. 
At  sea  level.  80°  F. 


flying,  we  find  it's  25%  shorter 
in  range,  10%  slower  in  speed 
and  7,900  lb  overweight.  Those 
were  promises  made,  but  not 
promises  kept. 

The  newest  Falcon  makes  the 
point  again 

Take  the  Falcon  200,  for  instance. 
FAA  certified  on  July  6,  1982,  it 
does  everything  we  said  it 
would— and  more. 

It  goes  farther,  takes  off  shorter,  is 
quieter  and  uses  less  fuel.  Not  since 
the  Falcon  50  was  certified  in  1979 
has  a  new  business  jet  so  significantly 
exceeded  its  performance  guarantees. 

Performance  vs.  specsmanship 

Ever  notice  how  the  competition 
talks  about  flying  from  Los  Angeles  to 
New  York,  and  not  the  other 
way  around?  Maybe  that's 
because  they  haven't 
designed  and  certified  a 
plane  that  can  span  the 
continent  westbound, 
against  prevailing 
headwinds. 

Except  for  airplanes  in  the 
Falcon  50  class,  the  Falcon 
200  is  the  only  business  jet 


capable  of  flying  from  New  York  to 
Los  Angeles  nonstop,  against  the 
85%  probability  headwinds  the 
airlines  use  for  flight  planning,  with 
eight  passengers,  baggage,  and 
NBAA  VFR  reserves. 

By  the  way,  it  not  only  gives  you 
longer  range  than  anything  else  in  its 
class  but  also  a  far  larger  cabin.  If 
you're  interested  in  business  aircraft, 
why  not  start  at  the  top?  Falcon  Jet 
has  the  only  full  line  o  f  business  jets, 
the  ones  flown  by  more  Fortune 
1 000  companies  than  any  other  kind. 
And  our  record  of  delivering  new 
aircraft  which  actually  perform  as 
promised  (or  better)  is  unsurpassed. 

Use  the  coupon  below  or  call  Roy 
Bergstrom,  Senior  Vice  President 
Marketing,  at  201-288-8479. 


FalconJet 

Teterboro.  N J  07608 


□  Call  me  about  the  benefits  of  purchasing  a 
Falcon  Jet  now. 

□  Send  me  information  on  Falcon  Jet  aircraft. 

Name   Title   

Company   

Address  

City . 


.  State  . 


-Zip- 


Phone (  ) 
Now  flying  a 


FB5/9 


We  do  more  than  keep  our  promises, 
We  exceed  them. 


Among  its  splashy  current  offerings 
is  the  Metropolitan  Museum  of  Art's 
big  New  York  exhibition  of  art  trea- 
sures from  the  Vatican.  The  show, 
which  opened  m  February  and  contin- 
ues until  June,  is  costing  Philip  Mor- 
ris S3  million  directly — and  related 
advertising  support  will  probably  to- 
tal almost  as  much. 

Meanwhile  Weissman  has  given 
New  York's  Whitney  Museum  the 
use  of  most  of  the  first  four  floors  of 
Philip  Morris'  new  headquarters 
building,  opposite  Grand  Central  Sta- 
tion, which  means  he  is  passing  up 
nearly  SI  million  in  rents. 

It  all  seems  a  long  way  from  selling 
Marlboro  cigarettes  and  Miller  beer. 
But  even  if  sponsorship  does  not  di- 
rectly boost  market  share,  Weissman 
reckons  he  is  getting  a  rich  payoff  in 
corporate  morale.  "We  are  a  creative 
company,"  he  says,  between  puffs  on 
a  Merit  cigarette.  "By  putting  our- 
selves in  a  creative  mode  we  say 
something  about  ourselves.  It  encour- 
ages our  people  to  be  creative,  to  come 
up  with  things  like  Miller  Lite,  the 
first  light  beer,  and  Virginia  Slims,  the 
first  cigarette  brand  for  women.  There 
are  people  who  think  of  our  business- 
es as  sin  industries.  Every  corporation 
likes  a  good  image  to  get  good  people 
to  work  for  it." 

It  helps  that  Weissman,  whose  crag- 
gy, weather-beaten  features  make  the 
Marlboro  man  look  a  tenderfoot  by 
comparison,  is  a  keen  art  collector 


Vie  Playboy  Channel's  Paul  Klein 

A  beginning,  a  middle  and  an  end. 


himself.  The  magpie's  nest  of  trea- 
sures he  keeps  in  his  office  includes  a 
Picasso  drawing.  But  just  to  show  he 
means  business,  he  gives  pride  of 
place  to  an  impressionistic  view  of  a 
cowboy.  The  painting  is  by  his  wife, 
Mildred,  and  shows  a  Marlboro  man 
lighting  up. — E.F. 

What  do  women  want? 

Nubile  bunny  types  frolicking  in  hot 
tubs  are  standard  fare  on  the  six- 
month-old  Playboy  Channel.  That 
may  be  fine  with  male  viewers  of  the 
pay-TV  channel.  The  problem  is  that 
40%  of  the  people  watching  are  wom- 
en, and  they  are  getting  bored  with 
male  fantasies,  says  Paul  Klein,  Play- 
boy Channel  president. 

Given  Playboy's  image,  doing 
something  about  that  might  seem  to 


George  Weissman  of  Philip  Morris 
Art  for  morale's  sake. 


be  an  even  bigger  problem.  But  Klein 
is  not  dismayed.  Unlike  Sigmund 
Freud,  he  thinks  he  knows  what 
women  want.  "They  want  story 
lines — beginnings,  middles  and 
ends,"  he  says.  "They  want  character- 
izations. They  want  human  justifica- 
tions for  viewing." 

Klein  would  be  offended,  though,  if 
anyone  thought  him  idealistic  about 
his  medium.  As  an  executive  vice 
president  at  NBC  during  the  Seven- 
ties, he  came  up  with  the  theory  of 
the  "least  objectionable  program" — 
i.e.,  that  people  turn  on  their  sets  for 
the  sake  of  watching  TV,  settling  for 
programs  they  can  stand  rather  than 
finding  something  they  like. 

Mind  you,  too,  Klein  has  a  specific 
kind  of  women's  programming  in 
mind.  Take,  for  example,  the  Playboy 
Channel's  new  sit-com  series,  4Play. 
It's  about  a  wife's  discovery  of  her 
husband's  affair  with  a  19-year-old 
girl.  The  wife  comes  off  as  strong- 
willed  and  savvy,  the  husband  as  an 
infantile  wimp.  But  there  are  also 
some  unclad  female  torsos  and  some 
strong  language  thrown  in  to  keep  the 
men  interested.  Other  women's  pro- 
gramming, Playboy-style,  includes  Dr. 
Yes — Tlx  Hyannis  Affair  |a  spicy  Claus 
von  Billow-type  story!,  a  series  on  sex- 
ual fantasies  by  author  Nancy  Friday 
and  perhaps  a  talk  show  hosted  by 
Erica  long. 

The  Playboy  Channel's  parent, 
Playboy  Enterprises,  Inc.,  lost  S52 
million  on  revenues  of  S210  million 
last  year,  and  Playboy  magazme  circu- 
lation has  slipped  to  4.5  million,  from 
5  million  a  year  ago.  So  the  54-year- 
old  Klein's  efforts  to  expand  the  mar- 
ket m  cable  TV  is  of  some  impor- 
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tance.  "It's  not  unreasonable  to  hope 
that  in  the  near  future  the  earnings 
from  Playboy's  programming  will  be 
our  single  greatest  source  of  earn- 
ings," says  Christie  Hefner,  Playboy 
Enterprises  president. 

Klein  has  big  plans  to  bring  that 
about.  This  summer  Fanny  Hill,  a 
movie  based  on  the  erotic  novel,  will 
debut  on  the  Playboy  Channel,  play  in 
theaters  and  then  appear  on  cassettes. 
And  someday,  he  says,  savoring  the 
irony,  "I  think  we  should  make  such  a 
blockbuster  miniseries  that  people 
will  say,  'God,  this  is  as  good  as  the 
networks.'  " — Jon  Schriber 

The  prestige  of  the  thing 

Examining  a  wooden  duck  in  Aber- 
crombie  &  Fitch's  natty  Houston  gift 
department,  Alvin  Lubetkin  explains 
the  difference  between  A&F  and  its 
new  parent,  Oshman's  Sporting 
Goods.  "If  this  duck  retailed  for  $150, 
the  Oshman's  buyer  would  say  to  the 
wholesaler,  'Can't  you  find  me  one  for 
$50?'  The  Abercrombie's  buyer  would 
want  one  with  gold  inlay  for  $500." 

Lubetkin,  49,  has  more  than  pass- 
ing interest  in  all  this  because  he  is 
CEO  of  Oshman's,  the  Houston-based 
mass  marketer  of  sporting  goods  that 
brought  the  prestigious  90-year-old 
A&F  out  of  bankruptcy  court  in  1977 
and  has  been  working  to  restore  it  to 
its  former  glory  ever  since.  Oshman's 
has  opened  12  new  A&F  stores  across 
the  country,  and  next  year  plans  to 
bring  Abercrombie  &  Fitch  back  to 
New  York,  where  it  has  been  extinct 
for  the  last  six  years. 

The  big  imponderable,  of  course,  is 


how  well  a  purveyor  of  sneakers  and 
sweat  pants  will  do  over  the  long  run 
with  A&F's  $150  ducks,  let  alone  its 
$25,000  handcrafted  Italian  rifle  set. 
There's  no  question  of  Lubetkin's 
ability  to  sell  to  the  middle  market.  In 
his  13  years  as  chief  executive,  Osh- 
man's sales  have  gone  from  $19  mil- 
lion to  $247  million  and  its  earnings 
from  $883,000  to  $7.5  million.  But 
Abercrombie  &  Fitch  is  an  entirely 
different  proposition.  One  recent 
afternoon  the  Houston  store's  ten 
salespeople — each,  as  always,  dressed 
for  his  own  specialty,  from  tweeds  to 
rugby  uniforms — had  a  grand  total  of 
three  shoppers  to  attend  to.  Hardly 
your  mass-market  customers,  though. 
One  was  the  wife  of  a  wealthy  natural 
gas  executive  and  another  was  Prin- 
cess Caroline  of  Monaco. 

This  is  heady  stuff  for  a  mass  retail- 
er. Lubetkin  admits  Abercrombie's 
flossy  ambience  exerted  a  powerful 
attraction  on  him.  "Everybody  in  the 
retail  business  always  thinks  they'd 
like  to  sell  better  merchandise,"  he 
says.  But  he  adds:  "I'm  not  letting  my 
emotions  carry  me  away." 

That  would  surely  be  a  mistake. 
So  far,  A&F  has  generated  nothing 
but  red  ink  for  Lubetkin.  It  lost 
$300,000  last  year  on  $16  million 
revenues.  He  is  hoping  results  will 
improve  as  the  new  outlets  mature. 
He  points  out  that  annual  sales  in  the 
first  of  the  new  A&F  stores,  opened  in 
Beverly  Hills  in  1979,  are  over  $200 
per  square  foot,  better  than  the  aver- 
age Macy's.  If  all  goes  as  Lubetkin 
plans,  A&F  will  be  in  the  black  this 
year.  If  not,  that  prestige  could  be 
mighty  expensive.— Jessica  Greenbaum 
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President  Reagan 's  handwriting 

"Not  an  in-depth  or  scholarly  thinker. 


The  writing  of  ex-Secretary  of  State  Alexander  Haig 

"Very  decisive,  ultrapositive  and  very  enthusiastic. 
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Handwriting  analysis  is  cheaper  and 
simpler  than  psychological  testing.  And 
those  who  use  it  swear  it  works. 
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Write  you  are 


By  Laura  Rohmann 


T|  his  year  hundreds  of  U.S.  com- 
panies will  use  handwriting 
analysis  as  an  aid  in  hiring  and 
promoting  employees.  That's  right — 
handwriting  analysis. 

Graphology  or  graphoanalysis — de- 
termining personality  and  aptitudes 
by  the  way  a  person  dots  his  "i"  or 
crosses  his  "t" — has  long  been  used  in 
Europe.  In  fact,  it  is  not  unusual  for 
European  companies  to  have  full-time 
graphologists  on  the  staff  to  help  per- 
sonnel officers  read  between  the  lines. 
But  in  the  U.S.,  it  has  usually  been 
categorized  with  tea  leaves  and  crys- 
tal balls — until  recently.  Now  thou- 


sands of  employees  and  prospective 
employees  are  screened  via  graphoan- 
alysis, and  many  employers  who  use 
such  services  swear  they  work. 

At  MDP  Data  Processing  in  Man- 
hattan, for  example,  President  Joe 
Corace  says  he  uses  handwriting  anal- 
ysis for  hiring  at  all  levels,  from  clerks 
to  management.  So  does  Steve  Sud- 
deth,  who  has  managed  Connecticut 
Mutual  Life  Insurance  agencies  in  Los 
Angeles,  Omaha  and  Dallas.  "I 
haven't  hired  an  agent  without  it  for 
the  last  eight  years,"  he  says. 

Bob  Garvey,  general  manager  of 
Phillips  Supply  Co.,  a  Cincinnati- 
based  cleaning  supplies  seller  and 
maintenance  contractor,  recalls  how 


Edited  by  William  G.  Flanagan 

Phillips  President  Charles  Phillips 
once  met  an  impressive  young  man  at 
a  cocktail  party  and  suggested  he  ap- 
ply for  a  sales  job.  Several  Phillips 
managers  interviewed  the  man  and 
found  him  just  as  impressive.  But  a 
routine  handwriting  analysis  showed 
another  side  to  the  man.  "His  integri- 
ty is  not  intact,"  the  graphoanalyst 
said.  "He'll  steal  everything  that  is 
not  nailed  down."  Phillips  decided 
not  to  hire  the  man,  and  a  few  months 
later,  says  Garvey,  "we  learned  that 
this  guy  had  arranged  to  leave  the 
company  he  was  with  and  had  taken 
some  procedures  from  them  and  start- 
ed a  competing  business  in  violation 
of  his  work  contract." 

How  does  handwriting  analysis 
work?  Say  an  employer  is  screening 
applicants  for  a  job  opening.  He  gath- 
ers handwriting  samples  from  each 
applicant,  usually  with  his  knowledge 
and  consent.  The  samples — a  mini- 
mum of  ten  lines  of  writing — are  sent 
to  a  graphologist.  The  expert  receives 
no  personal  data  about  the  applicants, 
but  is  told  the  job  title,  description 
and   qualifications.    Each  analysis 
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takes  from  two  to  eight  hours  to  per- 
form, and  usually  costs  $50  to  $200 
per  sample.  The  report  comes  back 
either  in  the  form  of  a  written  sum- 
mary, a  standardized  form  on  which 
the  analyst  checks  off  certain  charac- 
teristics, or  a  dictated  cassette  tape  of 


ences  in  shorthand  styles  despite 
identical  instruction  and  began  study- 
ing them.  Then  Bunker  studied  chiro- 
practic to  understand  how  the  mus- 
cles affect  the  brain. 

What  do  the  graphoanalysts  look 
at?  Slant,  pressure,  rhythm,  and  width 
and  height,  of  characters  are  all  impor- 
tant. Slant  reveals  a  person's  emotion- 
al makeup,  says  Sheila  Kurtz,  presi- 
dent of  the  Manhattan-based  gra- 
phoanalysis  firm  A  New  Slant.  The 
more  the  script  leans  to  the  right,  the 
more  demonstrative  and  passionate 
the  individual.  Leftward  leaning 
script  denotes  an  emotionally  inhibit- 


Rent-A-Car  franchises  in  Phoenix, 
Omaha,  Tucson,  Des  Moines  and  San 
Diego,  "I  can't  think  of  a  situation 
where  it  wasn't  quite  accurate.  In  fact, 
it's  surprising  just  how  accurate  it  is." 

Alvan  Lichtenstein,  owner  of  Alvan 
Oldsmobile  of  Cherry  Hill,  N.J.,  has 
been  a  Kurtz  client  for  five  years.  He 
says  Kurtz  once  told  him  that  the 
graphoanalysis  of  a  manager  up  for  a 
promotion  indicated  the  man  had 
something  on  his  mind.  When  Lich- 
tenstein asked,  the  manager  told  him 
his  mother-in-law  was  ill.  Another 
applicant,  Kurtz  said,  was  "suscep- 
tible to  being  highly  physical."  Later, 
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Graphoanalyst  Sheila  Kurtz 

The  hand  unlocks  the  personality. 


Various  ways  of  crossing  the  letter  "t" 
One  of  the  more  revealing  letters. 


the  analyst's  impressions. 

Phillips  Supply,  for  example,  asks 
applicants  to  take  an  application  form 
home,  fill  it  out,  write  eight  to  ten 
lines  about  their  qualifications  or 
why  they  want  the  job,  and  mail  it 
back  to  Phillips.  That  way,  the  appli- 
cant's interviewing  jitters  don't  show 
up  in  the  writing  sample,  says  Garvey. 
The  samples  are  then  sent  to  Frank 
Budd,  a  Phoenix-based  graphoanalyst 
with  some  150  corporate  clients,  80% 
of  them  insurance  agencies.  For  $50 
per  sample,  Budd  makes  a  cassette 
tape  that  includes  traits  and  skills 
analyses,  and  a  job  performance  rank- 
ing on  a  scale  of  one  to  ten.  "We  don't 
follow  it  100°/,  ,''  says  Garvey.  "We 
get  the  information  and  make  our 
own  judgment.  But  over  the  years 
we've  had  excellent  results.  We've 
hired  15  or  16  salespeople  on  that 
basis.  On  the  surface,  a  couple  of 
these  people  did  not  k  like  they 
would  be  successful  in  les,  but  they 
turned  out  to  be  very  successful." 

Modern  graphoanaly^  began  in 
the  1920s,  when  shorthand  teacher 
Milton  Bunker  noted  marked  differ- 


ed individual,  says  Kurtz.  This  is  true 
for  both  right-  and  left-handed  people. 

The  strokes  in  individual  letters 
can  also  depict  traits.  The  tops  of  "m" 
and  "n"  reveal  thinking  patterns.  A 
rounded  m-top  shows  a  slower,  me- 
thodical thinking  pattern;  a  v-shaped 
m-top  reveals  an  investigative  think- 
er, while  sharp,  needle-pointed  m- 
tops  denote  a  fast,  comprehensive 
thinking  pattern. 

The  way  a  person  crosses  his  "t" 
reveals  his  goals  (see  illustration  above). 
If  the  t-bar  soars  above  the  stem  of  the 
"t,"  the  writer  is  a  somewhat  unreal- 
istic dreamer.  A  t-bar  sitting  right 
atop  the  stem  shows  ambition;  half- 
way down  shows  a  practical  personal- 
ity, and  more  than  halfway  down 
shows  low  self-esteem.  If  the  t-bar 
sweeps  across  the  stem,  the  person  is 
enthusiastic. 

Of  course,  no  indicator  can  be  used 
alone,  and  some  indicators  may  con- 
tradict others.  But  when  a  full  analy- 
sis has  been  completed,  the  personal- 
ity picture  can  be  extremely  precise, 
say  some  users  of  graphoanalysis. 
Notes  Phil  Wizer  Jr.,  owner  of  Thrifty 


an  acquaintance  commented  on  the 
man's  terrible  temper.  "It's  uncan- 
ny," says  Lichtenstein.  "It's  just  too 
close  to  be  a  guess." 

Still,  handwriting  analysis  is  far 
from  a  generally  accepted  hiring  pro- 
cedure. And  even  those  corporations 
that  use  the  technique  can  be  relucant 
to  talk  about  it.  The  taint  of  the  oc- 
cult remains.  Applicants,  too,  some- 
times balk  at  the  idea.  "I  told  a  pro- 
spective agent  we  were  going  to  have 
his  handwriting  analyzed,"  says  Sud- 
deth,  "and  he  said,  'Are  you  going  to 
read  my  tea  leaves  too?'  " 

But  Suddeth  understands;  he  had  to 
be  convinced  in  the  beginning,  too.  As 
a  test,  he  sent  in  a  sample  of  his  own 
script  without  identification.  "The  re- 
port hit  the  nail  on  the  head,"  Sud- 
deth says.  "It  went  through  all  the 
reasons  why  I  would  be  a  crummy 
agent  and  all  the  reasons  why  I  should 
perhaps  consider  management.  That 
convinced  me." 

Handwriting  analysis  is  both 
simpler  and  less  expensive  than  psy- 
chological testing,  Garvey  points  out. 
"We  used  to  use  these  four-  and  six- 
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and  eight-hour  batteries  of  personnel 
tests/'  says  Garvey.  "We  would  get  a 
lot  of  information,  most  of  which  was 
neither  understandable  nor  useful  to 
us  in  the  selection  of  people.  But  the 
handwriting  reports  come  in  very 
plain,  straight  language.  And  they  tell 
us  such  things  as  what  will  make  this 
person  motivate  himself,  how  he'll 
react  to  certain  kinds  of  management 
and  how  he'll  do  in  training." 


It's  that  insight  into  the  person's 
basic  personality  that  graphology  cli- 
ents contend  they  find  most  valuable. 
Corace,  who  runs  a  labor-intensive 
company  with  small  quarters,,  says 
graphology  helps  him  select  people 
who  will  be  compatible.  Kurtz  says 
she  often  advises  executives  on  how 
to  work  more  effectively  with  their 
assistants.  One  CEO  complained  that 
his  assistant  wasn't  getting  the  work 
out  fast  enough.  Analysis  showed  the 
assistant  to  be  a  methodical  thinker, 
Kurtz  says,  while  the  CEO's  needle- 
point m-tops  showed  he  was  a  fast 
thinker.  The  CEO  started  giving  the 
assistant  work  in  smaller  batches  in- 
stead of  large  piles,  and  the  assign- 
ments were  completed  on  time. 

Kurtz  believes  such  operational 


counseling  could  have  helped  smooth 
the  rough  edges  between  President 
Reagan  and  former  Secretary  of  State 
Alexander  Haig.  Even  the  layman  can 
spot  the  striking  differences  in  the 
two  scripts  (see  p.  185).  According  to 
Kurtz'  analysis,  Haig's  slant  to  the 
right  shows  the  dominance  of  his 
emotions,  while  Reagan's  upright 
script  shows  emotional  control. 
"Haig's  emotions  got  in  the  way," 
says  Kurtz.  "With  Haig,  his  thinking 
is  never  detached  from  his  emotional 
reactions,  and  he  can  jump  to  conclu- 
sions because  of  this.  Reagan's  emo- 
tions never  get  in  the  way.  He  faces 
every  situation  with  calmness  and 
composure." 

The  pointed  "m"s  and  "n"s  in 
Haig's  script  show  his  keen  insight 


More  light  on  the  subject 


To  test  the  validity  of  handwriting  analysis,  Forbes 
gave  identical  copies  of  the  handwriting  of  Thomas 
Edison  to  two  graphologists  independently.  We  wanted 
to  determine  how  accurate  their  analyses  would  be, 
and  whether  they  would  be  in  agreement. 

The  test  sample,  from  Forbes'  archives,  was  a  note 
from  Edison  to  Forbes'  founder  B.C.  Forbes  (see  illus- 
tration), in  which  the  inventor  recounted  how  his 
anger  at  the  gas  company  for  turning  off  the  gas  in  his 
factory  prompted  him  to  start  working  on  the  incan- 
descent electric  light.  Of  course,  the  graphologists  re- 
ceived an  edited  version  of  the  memo  to  keep  it  from 
being  too  revealing. 

The  results?  The  two  analyses  were  amazingly  simi- 
lar, even  using  the  same  terms  to  describe  letter  forma- 
tions and  personality  traits.  Felix  Lehmann,  a  German- 
bom  graphologist  and  documents  expert  whose  clients 
have  included  Merrill  Lynch,  Prudential  Insurance  and 
Wells  Fargo,  pointed  out  the  angular  "m"s  and  "n"s 
that  "denote  a  man  who  does  not  look  for  the  easy  way 
out  but  enjoys  overcoming  difficulties  and  resistance." 

The  other  expert,  Marie  Bernard,  also  German-bom, 
coauthored  Anatomy  of  Evil  with  Charles  Hamilton,  for 
whom  she  prepared  over  160  analyses  of  Nazi  leaders. 
She  also  noticed  the  angular  "m"s  and  "n"s — the  mark 
of  a  person  who  "likes  to  overcome  obstacles.  He  has  a 
lust  for  fighting." 

Both  graphologists  also  noted  the  Greek  "E"  that 
appears  in  the  words  "read"  and  "technique" — a  sign 
that  the  writer  has  a  love  of  study  and  literary  pursuits. 
And  both  said  the  "lyrical  'd'  "  as  it  appears  in  the 
words  "read,"  "decided"  and  "would"  marks  a  taste  for 
poetry,  philosophy  and  self-reflection. 

Both  Lehmann  and  Bernard  also  said  the  writing 
indicates  a  reason-dominated,  practical,  active  and  cre- 
ative man.  "His  long  t-bars  show  determination  and 
willpower  to  bring  plans  to  fruition.  He  always  plans," 
said  Lehmann.  Bernard  noted  that  the  extended  t-bars 
show  a  domineering  personality,  while  the  straight, 
spear-like  lines  of  the  "y"s  indicate  "persistency  and 
tenacity  that  borders  on  a  compulsion  for  perfection." 
She  added  that  t-bars  flying  to  the  right  of  the  stem  as 
in  the  words  "postpone"  and  "true"  represent  a  future 
orientation. 


j^Ju  ®~  L-i  ^ 


Thomas  Edison's  note  to  B.C.  Forbes 
This  note  confirms  the  story  that  his  anger  at  the  gas 
company  spurred  him  to  invent  the  electric  light. 
Edison's  writing  tells  much  to  graphologists.  "He's 
someone  who  lifts  up  his  hand  in  question,"  said  one. 

The  two  graphologists  did  not  agree  on  everything, 
however.  "It's  amazing  that  this  cultured,  highly  intel- 
ligent and  well-balanced  personality  would  write  odd 
and  unusual  letter  formations  like  the 's'  in  sheriff,  the 
'$'  sign  and  the  capital  %'  "  said  Lehmann.  "It  is  my 
hunch  that  these  are  ideographs  [symbols]  of  contrap- 
tions that  he  is  closely  connected  with  in  his  daily 
work." 

Bernard  had  different  ideas.  She  said  the  well-formed 
upper  part  of  the  capital  "I"  symbolized  the  continuing 
influence  of  the  writer's  mother  image.  The  tight  encir- 
cling of  the  capital  "I,"  the  "c"  in  "came"  and  the  "s" 
in  "sheriff,"  she  said,  could  possibly  represent  encapsu- 
lation, isolation  and  solitude. 

Both  said  the  writer  was  a  person  of  great  intelli- 
gence, but  Lehmann  made  a  further  distinction.  The 
script  shows  achievement,  he  said,  rather  than  the 
signs  of  genius  present  in  the  handwriting  of  Mozart 
and  Beethoven. — L.R. 
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Your  response  to  the  unpredictable 
is  only  as  good  as  the  responsive- 
ness of  your  car. 

\>  That's  why. Continental's  anti-dive 
'suspension  helps  you  respond 
'An  a  sudden  braking  situation.  It's  a 
•feature  that  helps  you  keep  the 


HOW 

CONTINENTAL'S 
ANTI-DIVE 
FRONT  SUSPENSION 
HELPS  KEEP  YOU  IN 
CONTROL  IN 
UNPREDICTABLE 
SITUATIONS. 


e    front  encf  from  plunging  into  a 
serious  nose:dive. 

By  actually  controlling  the  dow 
e    ward  movement  of  the  font  enc 
anti-dive  helps  keep  all  four  Whe 
)     /irmly  on  the  ground.  And  helps  k 
#  you  firmly  in  control. 

Its  4-wheel  Dower  disc  brakes 


Its  4-wheel  power  disc  brakes 
have  vented  disc  rotors  for  rapid 
cooling  for  resistance  to  fade.  A  f 
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and  ability  to  understand  things  im- 
mediately, Kurtz  says.  "He's  a  very 
fast  thinker.  But  he  can  also  be  analyt- 
ical, which  will  slow  that  impulsive- 
ness," she  says.  "Reagan  is  not  an  in- 
depth  or  scholarly  thinker.  He  works 
on  an  immediate  problem  and  will 
use  others  to  probe."  High,  strong  t- 
bars  show  ambition  and  willpower  in 
both  men,  says  Kurtz.  Both  are  self- 
starters,  but  Haig's  downstrokes  and 
stems  are  stronger  and  straighter  than 
Reagan's,  showing  his  great  determi- 
nation. "Haig's  very  decisive,  ultra- 
positive  about  decisions  and  very  en- 
thusiastic," says  Kurtz.  "He  has  tre- 
mendous self-confidence.  Reagan's 
determination  may  fade,  and  he  needs 
strong  people  to  follow  through." 

Of  course,  it's  easy  to  make 
graphology  look  accurate  when  ana- 
lyzing public  figures.  But  the  real 
proof  to  those  who  use  it  is  that  they 
keep  coming  back  for  more.  Says  Sud- 
deth,  "We  don't  like  spending  $50  as 
often  as  we  do  for  the  fun  of  it.  And 
after  eight  years,  I  can  assure  you  we 
would  not  be  using  it  if  it  did  not  have 
high  validity  and  wasn't  a  meaningful 
tool  to  us." 

Hasty  hearts 

The  miracles  that  heart  surgeons 
work — thousands  of  successful 
coronary  bypass  operations  are  now 
performed  each  year — may  be  encour- 
aging to  sufferers  of  advanced  heart 
disease.  But  they  could 
also  be  giving  false  com- 
fort to  healthy  people 
with  unhealthy  habits. 

"A  lot  of  people  nowa- 
days would  like  to  believe 
that  they  don't  really  have 
to  take  care  of  them- 
selves, that  they  can  go 
ahead  and  damage  their 
heart,  and  the  damage  will 
be  found  out  and  they'll 
have  a  bypass  and  every- 
thing will  be  magically 
normal  again.  I  think 
that's  a  very  dangerous 
misconception." 

This  warning  comes 
from  Dr.  Norman  Kaplan, 
professor  of  internal  medi- 
cine and  head  of  the  hy- 
pertension section  at  the 


University  of  Texas'  Southwestern 
Medical  School.  "It's  only  human  na- 
ture," he  observes.  "We  would  rather 
depend  on  some  magic  moment  to 
take  care  of  all  of  it  than  make  the 
more  mundane  changes  in  lifestyle." 

In  his  recently  published  book,  Pre- 
vent Your.  Heart  Attack  (Scribners, 
$12.95),  Kaplan  examines  the  causes 
of  heart  attacks,  strokes,  high  blood 
pressure  and  other  coronary  woes,  and 
prescribes  reasonable  changes  in  per- 
sonal habits  to  prevent  them.  The 
good  news  is  that  few  of  his  sugges- 
tions involve  the  gut-wrenching 
changes  that  many  heart-care  pro- 
grams advocate  these  days. 

"I  think  a  lot  of  adults  believe  that 
they  have  to  beat  up  on  themselves  in 
order  to  get  into  shape,"  he  says. 
"That's  an  inappropriate  way  to  look 
at  it.  You  can  be  comfortable  and  live 
a  normal  life.  Just  be  cautious  in  your 
drinking  and  diet  and  exercise.  I  really 
think  that  one  can  accomplish  a  lot 
more  that  way  than  by  going  on  some 
of  these  crazy  fad  programs  that  just 
don't  last  very  long." 

But  one  absolute  no-no  for  Kaplan  is 
cigarette-smoking,  which  he  labels 
"the  single  most  preventable  cause  of 
cardiovascular  disease."  He  points 
out  that  fewer  than  one-fourth  of  the 
roughly  325,000  smoking-related 
deaths  in  the  U.S.  each  year  are  due  to 
lung  cancer.  Most  of  the  rest  are  car- 
diovascular in  nature,  mainly  because 
of  two  components  of  cigarette 
smoke — nicotine  and  carbon  dioxide. 
(There  are  about  4,000  others.) 

The  more  you  smoke  the  more 
trouble  you  will  have.  The  rate  of 
heart  attack  for  white  males  aged  30 
to  59  almost  triples  for  those  who 
smoke  one  pack  or  more  a  day.  (Snuff, 
chewing  tobacco,  pipes  and  cigars 
present  much  less  serious  health 


Executive  gym  at  Chemical  Bank's  New  York  headquarters 
An  ounce  of  prevention.  .  .  . 


problems,  unless  smoke  is  inhaled.) 

Will  low-tar  and  low-nicotine  ciga- 
rettes lessen  the  risk?  No,  says  Kap- 
lan. In  fact,  they  could  be  worse. 
Smokers  are  likely  to  smoke  twice  as 
many  cigarettes  to  get  enough  nico- 
tine to  satisfy  the  craving. 

Kaplan  applauds  all  quit-smoking 
programs,  but  adds,  "What  is  essen- 
tial is  your  unequivocal  commitment 
to  quitting.  If  you  really  aren't  ready, 
it's  unlikely  anything  will  work  per- 
manently. It's  just  too  easy  to  start 
again."  (If  you  read  the  book,  you  will 
have  plenty  of  motivation  to  kick  the 
habit.  After  all,  15  million  Americans 
have  already  done  so.) 

High  blood  pressure — also  known 
as  hypertension — is  another  major 
contributor  to  coronary  disease,  espe- 
cially stroke,  Kaplan  contends.  What 
makes  this  ailment  particularly  dead- 
ly is  the  absence  of  symptoms.  Unde- 
tected and  untreated  for  15  or  20 
years,  he  says,  high  blood  pressure  is 
like  "the  slow  buildup  of  water  be- 
hind a  new  dam.  Not  until  the  water 
flows  over  the  top  may  we  be  aware  of 
the  massive  accumulation." 

To  lower  blood  pressure,  Kaplan 
prescribes  shedding  excess  weight, 
cutting  back  consumption  of  alcohol 
and  salty  foods  and  following  a  regular 
exercise  program. 

As  for  the  usefulness  of  exercise, 
Kaplan  is  sympathetic  to  the  desk- 
bound executive.  He  knows  how  diffi- 
cult it  is  for  people  to  stay  on  a  tight 
regimen.  So  he  advocates  an  increased 
level  of  things  like  walking,  stair- 
climbing  and  package-carrying — "all 
of  the  things  you  are  now  doing  with 
the  aid  of  cars,  elevators  and  golf 
carts."  One  regimen  for  beginners  is  a 
15-minute  walk  (or  jog,  bike-ride  or 
swim)  every  other  day,  gradually  in- 
creased to  20-to-60-minute  sessions 
five  times  a  week. 

Acknowledging  that  lit- 
tle is  known  about  the  re- 
lationship between  stress 
and  heart  disease,  Kaplan 
devotes  only  a  short  chap- 
ter to  its  causes  and  treat- 
ment. However,  he  does 
cite  a  study  that  attempts 
to  show  what  types  of 
events  are  likely  to  be 
most  stressful.  In  the 
study,  394  people  rated 
various  events  for  the  lev- 
el of  stress  they  caused. 
As  a  point  of  reference, 
getting  married  was 
assigned  an  index  of  50. 
The  ratings  range  from 
100  for  the  death  of  a 
spouse  down  to  12  for 
Christmas  and  13  for  va- 
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CONTROL 


Conventional  credit  cards  can  turn  a 
regular  business  trip  into  a  flight  of  fancy.  But 
not  The  Air  Travel  Card.  It's  good  for  one  thing: 
air  travel  and  related  expenses.  So  if  business 
and  pleasure  should  mix,  this  card  will  keep 
the  record  straight. 

That's  control. 

But  there's  more.  At  the  end  of  each 
billing  period,  your  company  will  receive  one 
statement  for  all  air  travel  expenses.  Regardless 
of  the  number  of  cards  you  issue  in  the  company. 

^  Yes,  I  am  interested  in  knowing  about  today's  Air  Travel  Card.  Send  me  more  information 

Name/Title  

Company  :  c 

Business  Address  


Printouts  may  even  be  customized  to  meet 
specific  auditing  formats.  Best  of  all,  there's  no 
monthly  charge. 

That's  control. 

So  join  the  over  100,000  businesses 
who  fly  on  more  than  200  airlines  with  The  Air 
Travel  Card.  Send  in  this  coupon  and  we'll 
send  you  a  complete  brochure  outlining  all  the 
advantages. 

Get  control. 

Get  The  Air  Travel  Card. 


City/State/Zip  Code 


Phone . 


  OWN  THE  SKY. 

Mail  to:  The  Air  Travel  Card,  Suite  300,  8401  Wayzata  Blvd. ,  Minneapolis,  MN  55426.     USE  THE  AIR  TRAVEL  CARD.  J 
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cation.  Trouble  with  a  boss  scored  23, 
sex  difficulties  39  and  divorce  73. 

The  book  contains  some  surprises. 
One  is  Kaplan's  belief  that  extra  body 
weight  of  10  to  20  pounds  does  not 
endanger  health.  (However,  those 
who  are  15%  to  20%  below  average 


How  to  pick  'em 

A child  or  relative  asks  your  advice 
>about  investing  in  the  stock  mar- 
ket. What  can  you  suggest? 

There  are  plenty  of  self-help  man- 
uals and  programs  (including  one  of- 
fered by  Forbes).  But  what,  in  the 
interim,  can  you  offer  in  the  way  of 
solid  principles  to  follow? 

Dick  Davis,  a  Miami-based 
broker  with  Drexel  Bumham  Lam- 
bert and,  more  recently,  a  market- 
letter  writer,  laid  down  some  of  his 
own  guidance  in  a  recent  issue  of 
the  American  Association  of  Indii  id- 
ual  Investors  Journal.  While  allow- 
ing that  "the  market  is  a  mass  lev- 
eler  of  human  ego"  and  that  "there 
is  probably  no  other  human  en- 
deavor pursued  by  so  many  people 
in  which  so  few  are  consistently 
successful,"  his  rules,  he  says, 
have  withstood  the  test  of  time — 
or  at  least  his  own  25  years  of  mar- 
ket watching.  Samples: 

•  Buy  the  strongest  stocks  in  the 
strongest  groups — preferably  on  a 
market  pullback.  On  a  short-term 
basis,  trade  from  the  list  of  new 
highs.  The  odds  are  much  greater 
that  a  stock  going  up  will  continue 
to  go  up. 

•  When  you  hit  a  winner,  let  it 
ride.  To  get  in  early  and  ride  a 
stock  a  long  way  is  something  rare- 
ly done;  most  people  don't  have  the 
will  to  resist  taking  small  profits. 

•  The  most  vocal  majority  opinion 
is  invariably  wrong.  Practically  every 
major  stock  market  advance  has  be- 
gun when  pessimism  was  loudest  and 
prices  lowest. 

•  Almost  every  portfolio  is  hit  by  a 
few  big  losses  that  more  than  offset 
the  winners.  Avoid  this  by  limiting 
losses  through  stop-orders.  That  way 
you  can  be  wrong  more  often  than  you 
are  right  and  still  be  a  winner. 

•  Picking  the  right  group  may  be 
more  important  than  picking  the 
right  issue.  Conversely,  if  a  group  is 


weight  could  be  in  for  heart  trouble.) 
Another  is  his  belief  that  two  baby 
aspirins  per  week  can  help  the  heart. 
This  dosage,  he  says,  blocks  the  for- 
mation of  the  hormone  thromboxane, 
which  obstucts  blood  flow  within 
vessels. 

Also  somewhat  surprising  is  the  no- 
tion that  successful  people — who  are 
thought  to  be  exposed  to  plenty  of 
stress — are  less  likely  to  die  of  heart 
problems  than  the  general  population. 
Drawing  exclusively  from  Who's  Who 
listees,  Kaplan  demonstrates  that  suc- 
cessful people  have  a  30%  greater  life 
expectancy  rate  than  the  general  pop- 


out  of  vogue,  even  the  best  stock  in  it 
is  going  to  have  trouble. 

•  No  stock  has  to  be  bought.  The 
market  will  always  be  there.  For  the 
investor,  there  is  always  another 
stock  and  another  day. 

•  It  is  unrealistic  to  expect  to  have 
up  years  consistently.  The  trick  is  to 
nail  down  substantial  profits  in  good 
years  and  preserve  capital  in  bad  ones. 


•  Know  when  to  sell — probably  the 
most  difficult  of  market  skills.  Every 
stock  is  a  sale  at  some  point.  There 
are  no  more  sacred  cows,  and  a  recom- 
mendation to  sell  AT&T  is  no  longer 
heresy. 

•  Instead  of  shooting  for  capital 
gain,  most  of  us  would  probably  be 
better  off  if  we  concentrated  on  build- 
ing a  longer-term  portfolio.  Decide  on 
some  growth  industries — cable  televi- 
sion and  genetics,  for  example — and 
buy  the  industry  leaders  on  weakness. 
The  key  is  to  keep  adding  to  your 


ulation.  Subgroups  of  the  Who's  Who 
group  included  scientists,  who  proved 
to  have  a  45%  advantage,  college  pro- 
fessors 39%  and  business  executives 
29%.  The  only  group  at  a  disadvan- 
tage was  successful  journalists,  with  a 
mortality  rate  34%  higher  than  the 
general  population. 

Kaplan  also  has  some  good  news  for 
social  drinkers.  One  or  two  ounces  of 
alcohol  per  day,  he  says,  can  be  benefi- 
cial to  an  adult.  One  apparent  reason: 
decreased  psychological  stress.  Says 
Kaplan,  "There  is  no  good  informa- 
tion about  this,  but  it  does  seem 
logical." — Kevin  McManus 


position  so  that  with  the  aid  of  splits, 
you  wind  up  with  a  meaningful 
number  of  shares. 

•  Never  underestimate  the  power 
of  compound  interest.  A  fixed-income 
investment  that  throws  off  12%  a 
year,  compounded  annually,  will  dou- 
ble in  six  years.  Even  allowing  for  tax 
liabilities,  this  compares  very  favor- 
ably with  the  performance  of  most 
stock  portfolios. 

•  Electric  utilities  probably 
should  be  singled  out  as  having  the 
broadest  appeal  of  any  one  group  in 
the  stock  market.  Reason?  They 
offer  a  safe,  high  yield  with  an  ex- 
cellent chance  of  periodic  dividend 
increases. 

•  Employmg  contrary  opinion 
theory  works  best  when  it  is  the 
most  difficult  to  do — i.e.,  at  or  near 
market  tops  or  bottoms. 

•  Condition  your  emotions  to 
take  losses.  Taking  losses  is  not  a 
probability,  it  is  a  certainty. 

•  Some  investors  are  simply 
bom  losers.  If  you  know  any,  in- 
vest opposite  them. 

•  In  selecting  a  portfolio,  lean 
toward  concentration  instead  of  di- 
versification. By  spreading  out  all 
over  the  place  you  reduce  your 
risk,  but  you  also  limit  your  gains. 
Own  enough  of  a  stock  so  that  if  it 
is  a  big  winner  it  will  mean  some- 
thing in  dollars  and  cents. 

•  Pay  attention  to  what  the  best 
economic    forecasters    of  Wall 

Street  are  saying — free  (for  example, 
Robert  Farrell  of  Merrill  Lynch;  Hen- 
ry Kaufman  of  Salomon  Brothers, 
etc.).  Some  advisory  services  have 
compiled  excellent  track  records, 
among  them  Stan  Weinstein,  Martin 
Zweig,  John  Westergaard,  Anthony 
Boeckh,  Richard  Russell  and  Charles 
Allmon.  And,  oh  yes,  Dick  Davis, 
whose  Dick  Davis  Digest  is  also  avail- 
able, first  copy  free.  Write  P.O.  Box 
2828,  Ocean  View  Station,  Miami 
Beach,  Fla.  33140.— W.G.F. 
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USAir. 

A  new  way  to 
Los  Angeles, 
San  Francisco 
and  San  Diego. 

USAir  is  flying  to  California!  So  now,  whether 
you're  traveling  for  business  or  pleasure,  you  can 
choose  the  right  flight  at  the  right  fare  to  suit  your 
needs.  USAir  operates  daily  morning  and  evening 
nonstops  from  Pittsburgh  to  both  Los  Angeles  and  San 
Francisco,  as  well  as  one-stop  service  to  San  Diego 
through  Phoenix.  There  are  also  one-stop  flights  from 
Buffalo  and  Rochester  to  Los  Angeles  and  San  Francisco 
plus  connections  from  more  than  40  cities  in  the  East. 

For  more  information  on  schedules  and  fares, 
call  your  travel  agent  or  USAir. 
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Database  publishing  sounds  glamorous, 
and  it  is.  But  it  also  might  be  a  trap  for 
eager,  unwary  competitors. 


Technology  for 
technology's  sake? 


By  Jeff  Blyskal 


ON-LINE  DATABASE  publishing, 
you  keep  hearing,  is  one  of  the 
hottest  things  to  come  along 
since  Gutenberg.  Computer  technolo- 
gy and  a  telephone  have  combined  "to 
put  the  world's  information  at  every- 
one's fingertips,"  as  one  eager  market- 
er tells  it. 

Claims  like  that  sound  overstated, 


but  they  aren't.  What  may  be  over- 
stated, however,  is  the  perceived  busi- 
ness potential. 

The  idea  that  so  much  information 
can  be  used  by  so  many  so  easily  has 
created  a  stampede.  On-line  database 
publishing,  already  a  $1.2  billion-a- 
year  industry,  is  growing  nearly  30% 
annually.  That  expansion  is  a  big  rea- 
son companies  like  Dun  &  Bradstreet 
and  McGraw-Hill  enjoy  stock  multi- 


ples several  points  above  other  pub- 
lishers. It  is  also  why  outsiders  as 
diverse  as  Mead  Corp.,  H&R  Block 
and  Lockheed  are  moving  in.  "On- 
line database  publishing,"  says  one 
participant,  "is  hot — very  hot." 

Excitement  aside,  few  are  making 
much  money  in  this  glamour  busi- 
ness. The  New  York  Times,  for  example, 
recently  ended  its  ten-year  experi- 
ment running  database  computers 
with  $10  million  in  losses.  Ziff-Davis 
has  sold  its  Wharton  Econometric 
Forecasting,  which  lost  $10  million  in 
three  years.  Meanwhile,  broader  ser- 
vices such  as  Lockheed's  Dialog, 
Block's  CompuServe  and  Reader's  Di- 
gest's Source  Telecomputing  are  hov- 
ering near  breakeven. 

Normal  startup  costs  are  part  of  the 
problem.  But  a  fundamental  misjudg- 
ment  of  the  market  may  be  as  much 
to  blame.  Database  publishing  is  so 
new,  almost  everyone  is  flying  blind. 
"There  is  a  trap  here,"  explains  Rob- 
ert Weissman,  who  runs  Dun  &  Brad- 
street's  information  services  division. 
"Companies  are  offering  the  technol- 
ogy simply  because  it's  exciting." 

Executives  at  the  Times,  for  exam- 
ple, thought  they  could  offer  2  million 
abstracts  of  newspaper  articles  and  set 


Disk  storage  units  at  Data  Resources  Inc.  s  facility  in  Lexington,  Mass. 

"Computerized  information  retrieval  offsets  the  crushing  weight  of  the  information  explosion. 
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s  longest 

fridge. 


I 


And  its  protection  is  designed 
by  Rollins  Burdick  Hunter. 


NEW  YORK -The  Verrazano-Narrows  Bridge.  Millions  of 
tons  of  concrete.  Enough  wire  cable  to  encircle  the  globe. 
Twin  steel  towers  so  far  apart,  they  were  built  to  conform 
to  the  curvature  of  the  earth. 

To  build  the  Verrazano,  the  Tri-Borough  Bridge  Authority 
needed  the  help  of  building  experts.  Ana  when  they  needed 
a  protection  plan  for  everything  from  tornado  to  third  party 


liability  the  Authority  called  in  another  kind  of  expert. 

The  experts  of  Rollins  Burdick  Hunter. 

Let  us  put  together  a  team  targeted  specifically  to  you 
and  your  company's  needs.  A  team  that  will  strive  to  go 
beyond  the  traditional  in  protecting  your  assets, 

Just  like  we  did  on  this  little  job  in  New  York. 


RQLLIN5  BURPICK. 
HUNJEK 

Taking  Risk  Out  of  Risk  Management,  Worldwide. 


Headquarters:  1 0  South  Riverside  Plaza,    Chicago,  60606     3 1 2-454- 1 400 


WORLD'S  FIRST  TRI-LEVEL  SUPERMICRO  COMPUTER 


New 

TM 


CADO  TIGER 


Powerful  16-bit  architecture  with 
up  to  14  processors  can  support 
64  devices. . .  and  just  made  other 
business  computers  obsolete. 


POWER  TO  SPARE 

The  world's  first  Tri-Level 
Supermicro  computer  family 
harnesses  power,  response,  and 
capability  never  before  available 
in  any  microcomputer. 


CADO's  Exclusive 
Tri-Level  Architecture 


The  CADO  TIGER  ATS™  uses 
multiple,  tri-level,  tightly  coupled 
16-bit  processors  to  perform 
system  functions  and  process 
user  transactions.  Because  each 
task  is  shared  by  several  proces- 
sors, the  TIGER  can  do  more. . . 
faster. 

Separate  Transaction  Proces- 
sors are  assigned  to  each  group 
of  eight  terminals,  so  you'll  never 
have  to  worry  about  system  slow- 
down as  you  expand. 

As  you  grow,  you  simply  add 
more  capacity.  Add  terminals, 
printers,  and  communications  as 
required.  You  get  an  additional 
Transaction  Processor  with 
every  eight  devices.  So  you'll 
always  have  fast  operator 
response. 


POWER  TO  BUILD  ON 

Long  processing  tasks  are  the 
job  of  the  TIGER  Intranet  Proces- 
sor. It  frees  the  Transaction  Proc- 
essors to  respond  to  inquiries 
and  data  input. 

Transferring  data  from  disk  to 
memory  is  accomplished  by  a 
third,  fully  integrated  Control 
Bi  Processor. 

Together,  these  micro- 
processors provide  computer 
power  and  response  that  will 
someday  be  the  standard  for  all 
business  computers.  And  CADO 
has  them  now! 


Start  with  one  or  two  terminals  and  15 
million  bytes  (on  TIGER  ATS  32)  or  30  million 
bytes  (on  TIGER  ATS  64)  of  Winchester  disk 
storage,  and  expand  as  you  need  to.  Add 
additional  system  memory  for  more  of  your 
data  base  at  your  fingertips,  and  you  'II  get 
even  faster  processing. 


POWER  AND  ECONOMY 

You'll  be  surprised  at  how  little 
money  it  takes  to  get  so  much 
computer  strength.  A  powerful 
TIGER  System  costs  much  less 
than  ordinary  minicomputers 
and  stays  economical  as  you 
grow.  So  whether  the  TIGER  is 
your  first  or  second  computer. . . 
it  will  be  your  last. 

Strength  in  Numbers 

CADO,  now  a  Contel  com- 
pany, is  $3.9  billion  strong  with 
an  international  network  of  more 
than  180  distributors  who  support 
thousands  of  CADO  system 
installations.  Your  nearby  CADO 
distributor  has  the  hardware  you 
need— from  the  one-terminal 
desktop  CADO  CAT®  (computer- 
aided  tutor)  to  the  64-terminal 
TIGER.  And  he  will  design  cus- 
tom software  exclusively  for  your 
needs  or  offer  you  industry- 
standard  software  packages 
designed  for,  and  proven  by, 
hundreds  of  different 
businesses. 

So  before  you  decide  on  your 
next  computer,  call  your  local 
CADO  Distributor.  Ask  him  to  tell 
you  more  about  the  CADO 
TIGER— a  technological  break- 
through that  just  made  all  other 
business  computers  obsolete. 
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CADO 

A  Contel  Company 

2055  West  190th  Street  •  P.O.  Box  3759 
Torrance,  CA  90510  •  (213)  323-8170 
Telex:  66-4711  CADO  TRNC 

Tell  me  more.  Quick. 

NAME  


"1 


TITLE 


Who's  on-line 


This  table  lists  the  20  major  data-  fortunately,  do  not  tell  who  is 

base  vendors.  As  the  numbers  indi-  making  money.  That's  a  closely 

cate,  customer  counts  do  not  al-  guarded  secret  everywhere,  since 

ways  indicate  who  is  getting  the  database  operations  get  buried  in 

most  revenues.  And  revenues,  un-  large  accounting  units. 


Parent  company 

Service 

Est  1982 
revenues 
(millions) 

Subscribers 

Principal 
information 

Quotion 
Systems 

Find  Infor- 
mation Svcs 

$120 

50,000 

corporate 
data 

McGraw-Hill 

Data 

Resources 

100 

3,000 

business,  eco- 
nomic data 

Dun  & 
Bradstreet 

DunSprint 

75 

6,000 

corporate 
credit 

Reuters 

Monitor 

65 

13,000 

general  news, 

rnmmnnitv  Hata 
Luiiiiiiuui i  y  udia 

Mead  Corp 

LEXIS/NEXIS 

62 

4,000 

legal  cita- 
general  news 

UKJ  W  JUUC9 

Dow  Jones  News 
Retrieval 

50 

60  000 

corp  data 

1 1  n  n  t  n  o 

r  1*1  in  t  nil; 

Research 

Multiple  Listing 
Service 

40 

9  000 

IL'il  CaldlC 

listings 

OCLC,  Inc 

OCLC 

40 

5,000 

bibliographic 
data 

H&R  Rlnrk 

CompuServe  Infor-  40 
mation  Service 

gciicidl  new  a, 

encyclopedia 

MllJilit'IVlUUt:! 

Commodity 
News  Service 

30 

commodity 
data 

I  Arlrrtoorl 
LUtRllCCU 

Dialog  Infor- 
mation Svcs 

30 

i  o  nnn 

article  index, 
financial  data 

I  P  Sharp 

Sharp  APL 

20 

6,000 

corporate  data 

Reader's  Digest/ 
Control  Data 

The  Source 

7 

27,000 

general  news, 
air  schedules, 
retail  catalogs 

Thyssen 

Bibliographic 
Retrieval  Svcs 

7 

8,000 

academic 
indexes 

Natl  Library 
of  Medicine 

Medlars 

4 

3,000 

medical,  biblio- 
graphic data 

Equifax 

Financial 

Control 

Services 

NA 

28,000 

consumer  credit 
data,  vehicle 
accident  reports 

Allied  Corp 

Market  Deci- 
sion Sys  7; 
Telequote; 
Teletrade 

NA 

25,000 

stock 
prices 

Burroughs  Corp 

Sys  Dev  Corp 
Search  Service 

NA 

8,000 

scientific, 
technical  data 

General 
Electric 

Mark  III 

NA 

7,000 

financial,  sci- 
entific data 

British 
Telecomm 

Prestel  World 
Service 

NA 

25,000 

general  news 

up  an  expensive  computer  system. 
But  competitors  like  Mead  offered 
more  publications.  The  Times  venture 
was  like  building  a  24-hour  news- 
stand for  only  one  publication. 

Despite  the  millions  invested  in  da- 
tabase publishing,  basic  questions  re- 
main unanswered:  Is  there  a  demand 
for  the  product?  What  are  the  real 
costs?  How  do  you  set  a  logical  price? 
"I'm  not  sure  anyone  has  a  good  feel 
for  any  of  this,"  admits  William 
Dunn,  president  and  publisher  of 
Dow  Jones'  Information  Services.  And 
Dow  Jones  knows  more  about  the 
field  than  most  competitors. 

To  make  sense  of  the  confusion, 
you  must  first  understand  the  tech- 
nology. A  database  is  any  collection  of 
information,  from  airline  schedules  to 
credit  reports.  Sales  of  such  data  in 
print  form  now  top  $2.1  billion  annu- 
ally, but  optimists  see  even  greater 
potential  in  putting  this  information 
on-line  with  a  computer. 

Doing  that  isn't  complicated.  If  the 
information  is  not  already  available  in 
electronic  form,  it  gets  entered  into  a 
computer — often  by  low-paid  key- 
punch operators  in  Taiwan  or  Korea. 
Most  information  is  eventually  stored 
on  16-inch  magnetic-coated  alumi- 
num disks,  each  slightly  larger  than  a 
long-playing  phonograph  record  and 
holding  the  equivalent  of  1,000  best- 
sellers. The  disks  are  stacked  30  high 
inside  a  drive  unit  about  half  the  size 
of  a  desk.  Up  to  300  drive  units  can  be 
connected  to  a  central  processor. 

Now  comes  the  excitement.  The 
processor  can  search  for  data  at  break- 
neck speed.  To  get  citations  on  The 
Grapes  of  Wrath  from  1  million  titles, 
for  example,  takes  just  five  seconds. 
"Man  is  gradually  overcoming  the 
limits  to  obtaining  and  using  knowl- 
edge," explains  Roger  Summit,  Dia- 
log's president.  "Computerized  infor- 
mation retrieval  from  databases  off- 
sets the  crushing  weight  of  the 
information  explosion.  Now  you 
don't  have  to  read  everything." 

You  do,  however,  still  have  to  pay 
for  what  you  read,  and  since  the  days 
of  Hearst  and  Pulitzer,  publishing  has 
been  grandly  profitable.  Will  the  com- 
puter-create a  new  generation  of  elec- 
tronic press  lords? 

The  new  technology  already  is  let- 
ting outsiders  get  a  significant  portion 
of  the  information  dollar.  The  cost  of 
using  an  on-line  service  can  range 
from  under  $10  for  a  simple  inquiry  to 
over  $100  for  a  complex  computer 
run,  but  look  who  gets  that  money. 
Database  owners — companies  like 
Associated  Press  or  Disclosure  Inc.  — 
typically  get  a  15%  royalty  each  time 
someone  uses  their  material.  The 
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TOUCH  (HEUV  5-1Q-THE  OtHV  STOCK  PICKUP  TO  TRKE  OH  THE  BRUTRL 
RJR 1000  RRD  FHHSH-IS  RERDV  TO  TRCKLE  VOUR  FLEET  CHORES. 


i  November  3, 1982,  a  Chevy  S-10  Pickup— right  off 
e  assembly  line— challenged  the  famous  Baja  1000. 
>  the  longest  off-road  event  on  the  continent,  running 
e  length  of  the  Mexican  Baja  peninsula.  Over  985 
iles  of  rocks,  sand,  dust  and  heat.  A  course  so  tough 
at  even  many  modified  trucks  did  not  finish. 
But  the  stock  S-10  4X4  pulled  it  off,  equipped  only 
th  optional  V6  engine,  High-Altitude  Package*  and 
ff-Road  Chassis  Package— plus  special  safety  items 
quired  by  the  race  sponsors. 
And  that  says  a  lot  about  what  S-10  can  mean  to  you, 
jcause  a  truck  tough  enough  to  beat  the  brutal  Baja 
a  truck  that's  ready  to  handle  your  kind  of  fleet 
tores. 

•10  advantages  for  fleets. 

le  S-10  has  more  rugged  double-wall  construction  in 
e  cargo  box  side  panels  than  the  leading  import  and 


available  V6  power  no  import  pickup  offers. 

What's  more,  no  truck  in  their  class  beats  the  S-10 
4X4  or  2WD  pickups  in  towing  capacity— 5000  lbs. 
when  properly  equipped.  And  they  have  bigger  available 
payloads  with  the  V6  engine  and  heavy-duty  payload 
option  than  some  standard  full-size  pickups  (up  to 
1625  lbs.  including  people  and  cargo). 
Chevy  S-10  Pickup,  Maxi-Cab  and  Chassis-Cab 
models. 

S-10  4X4  Pickup  was  tough  enough  to  beat  the  Baja. 
It's  tough  enough  to  take  on  your  fleet  chores  with  a 
wide  selection  of  models  and  box  sizes. 

Some  Chevrolet  trucks  are  equipped  with  engines 
produced  by  other  GM  divisions,  subsidiaries,  or  affili- 
ated companies  worldwide.  Ask  your  dealer  for  details. 
Let's  get  it  together. . .  buckle  up. 

'High-Attitude  Package  not  available  in  California. 
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Six  reasons  why  you 

need  the  newest  fleet 

management  tool 
from  Avis  Car  Leasing. 


MS 


1 


It's  Auto  Carte.  The  new  Avis  service  program 
that  offers  qualified  fleets  discounted  prices  on 
more  than  35  automotive  products  and  services. 
Auto  Carte  is  honored  at  over  15,000  locations 
nationwide  and  delivers  six  important  benefits: 

1 .  Lowers  transportation  costs 

Auto  Carte  entitles  you  to  low  "National 
Account"  prices  anywhere  in  the  country. 

2.  Increases  sales  force  productivity 

No  wasted  time  shopping  for  outlets,  products 
or  prices.  Your  cars  are  serviced  promptly 
wherever  they  are. 

3.  Assures  safe,  efficient  vehicle 
operation 

Services  and  repairs  are  made  when  needed. 
Cuts  "down  time." 


4.  Simplifies  billing 

One  monthly  invoice  covers  all  fleet  purchases. 
Reduces  paperwork  without  sacrificing  detail. 

5 .  Guarantees  flexibility 

The  Auto  Carte  program  can  be  tailored 

to  meet  the  requirements  of  your  fleet  or  part 

of  your  fleet. 

6.  Improves  cash  flow 

Reduces  need  for  making  cash  advances  to 
drivers. 

Auto  Carte  joins  the  full  range  of  fleet 
management  programs  which  complement  the 
fixed  cost  or  finance  leases  available  from  Avis, 
the  full  service  leasing  company. 

For  quick  action  call  us  toll  free  and  ask  for 
Operator  #61  1-800-331-1750 


AVIS 


CAR 
LEASING 


Avis  features  GM  cars. 

Business  and  professional  leasing  only 


We  try  harder 
to  make  fleet  management  easier. 


1983  Wte  Try  Harder  Inc  Av««  and  We  try  harder* 


HEraAuto 

BlIIECarte 

123t  5b18S0  0  'oo/oo 

1>C  C0IIPKT  10  000 


Avis  Auto  Carte 
is  honored*  by  the 
following  companies 
that  have  over  15,000 
service  centers 
nationwide. 

Aamco 
B.F.  Goodrich 
Firestone 
General  Tire  Co. 
Goodyear 
Maaco 
Montgomery  Ward 
Penn  Glass 
Sears  Roebuck 

Uniroyal 
US  Auto  Glass 
Ziebart 

'At  participating  locations. 


Yes,  I'm  interested  in  Auto  Carte. 
Please  have  someone  contact  me. 


Company  Name 


Your  Name 


Title 


Address 


City 


State 


Zip 


Phone 

Number  of  cars  owned . 


.leased. 


miles 


The  average  car  is  driven, 
per  year. 


Mail  to:  Larry  Mazur,  VP  Marketing 
Avis  Car  Leasing,  P.O.  Box  117, 
^Carle  Place,  NY  11514  m-3. 
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bulk  of  the  fee,  however,  goes  to  the 
owners  of  the  computers  on  which 
the  data  are  stored. 

These  companies — vendors,  in  in- 
dustry parlance — amount  to  electron- 
ic libraries.  At  the  moment,  many 
tend  to  specialize  by  subject  area. 
Chase  Econometrics,  McGraw-Hill's 
Data  Resources  and  Wharton,  for  ex- 
ample, are  fighting  over  the  market 
for  economic  analysis  and  projec- 
tions. The  Source  and  CompuServe 
are  competing  for  the  general  infor- 
mation market. 

Some  companies,  such  as  Dow 
Jones,  Dun  &  Bradstreet  and  Data  Re- 
sources operate  computer  systems 
that  sell  their  own  data.  Vertical  inte- 
gration costs  big  money,  but  offers  big 
advantages:  quality  control  and  valu- 
able market  information. 

Telecommunications  carriers  like 
GTE's  Telenet,  Tymshare's  Tymnet 
and  United  Telecom's  Uninet  also  get 


Database  publishing  is  so 
new,  almost  everyone  is 
flying  blind.  "There  is  a 
trap  here,"  explains  Bob 
Weissman  of  Dun  &  Brad- 
street.  "Companies  are  of- 
fering the  technology  sim- 
ply because  it's  exciting." 


a  piece  of  the  pie.  These  firms  offer 
low-cost,  long-distance  telephone  ser- 
vice that  links  customers  with  data- 
base vendors. 

Industrywide,  revenue  distribution 
looks  like  this:  Of  the  roughly  $1.2 
billion  a  year  spent  for  on-line  data, 
$180  million  goes  to  database  owners, 
$900  million  to  vendors  and  $120  mil- 
lion to  telecommunications  carriers. 

But  what  about  profits?  Right  now 
many  database  publishers  see  things 
the  way  Brent  Harries,  McGraw-Hill's 
group  president  of  information  com- 
panies, does.  "Once  you've  got  the 
database,  and  your  production  is  al- 
ready done  electronically,  it  costs 
next  to  nothing  to  make  that  informa- 
tion available  on-line." 

Impressive.  But  some  accountants 
might  calculate  things  differently. 
Many  data  owners,  whose  production 
is  already  computerized,  see  the  cost 
of  putting  material  on-line  merely  as 
the  $1,000  or  so  it  takes  to  spin  off  a 
magnetic  tape.  They  send  the  tape  to  a 
vendor  who  "loads"  it  onto  his  com- 
puters, automatically  indexing  and 
organizing  the  data  in  the  process.  It 
may  cost  another  $30,000  annually  to 
keep  proprietary  files  up  to  date.  But 
after  that,  owners  generally  put  their 
calculators  away  and  take  their  mon- 


ey to  the  bank. 

Unfortunately,  there  may  be  other 
costs  to  consider.  Suppose  you  put 
information  on-line  that  would  other- 
wise be  sold  in  print  form,  and  not 
just  an  index  of  your  data.  The  on-line 
product  could  cannibalize  print  sales. 
To  calculate  costs  correctly,  then,  you 
must  apportion  part  of  the  original 
information-gathering  expense  to  the 
on-line  product.  "When  you  do  that, 
gross  margins  shrink  from  maybe 
90%  to  a  more  normal  20%,"  says 
Andrew  Uszak,  senior  vice  president 
of  R.R.  Bowker  &  Co.,  the  Xerox  sub- 
sidiary that  produces  such  industry 
standards  as  Books  in  Print  and  Publish- 
ers Weekly. 

The  effect  of  this  cannibalization  is 
difficult  to  see.  McGraw-Hill's  on- 
line products  "have  had  no  impact  on 
print  sales,"  claims  President  Joseph 
Dionne.  As  for  Books  in  Print,  Uszak 
says  on-line  has  not  hurt  print  sales 
either.  "But  that's  today,"  he  ex- 
plains. "Will  we  start  losing  print 
sales  tomorrow?  I  don't  know." 

Some  database  owners  do  know. 
"Every  time  we  put  our  newsletters 
on-line,"  says  Ken  Bosomworth, 
president  of  International  Resource 
Development,  a  market  research  and 
publishing  firm,  "we've  lost  our 
shirts.  Print  customers  disappeared." 

Pricing  is  another  problem.  Com- 
puter search  time  usually  costs  $1  per 
minute — discouraging  enough  to 
many.  Industry  optimists,  however, 
expect  competition  to  push  charges 
down.  But  what  happens  when  pro- 
duction costs  are  fully  allocated? 

There  are  already  signs  that  data- 
base users  are  eager  to  pinch  pennies. 
Look  at  the  fight  over  supplying  cor- 
porate statistics.  Many  customers 
find  that  Disclosure  Inc.'s  SEC  infor- 
mation, at  less  than  $10  per  full  docu- 
ment plus  connect  time,  is  more  at- 
tractive than  McGraw-Hill's  more  so- 
phisticated Compustat  Service, 
which  has  initial  subscription  fees  of 
between  $5,000  and  $63,700. 

Another  threat  looms  from  new 
competitors.  Right  now  much  data- 
base information  isn't  proprietary. 
The  raw  statistics  are  often  public 
information.  "If  someone  wanted  to 
send  tons  of  material  to  Taiwan  and 
have  it  keypunched,  he  could  build  a 
database  very  cheaply,"  says  Dunn. 

Database  pie-in-the-skyers,  of 
course,  see  vast  profits  in  serving  the 
home  and  small  business  markets. 
After  all,  there  are  already  2.5  million 
microcomputers  in  the  U.S.  and  50% 
more  every  year.  Companies  like  The 
Source,  CompuServe,  Dialog,  even 
Dow  Jones,  are  each  approaching  con- 
sumers in  different  ways — and  the  re- 
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Using  an  on-line  database  is  a  rela- 
tively simple  procedure — if  you 
know  exactly  what  you  want  and 
where  to  find  it.  Looking  up 
AT&T's  five-year  sales  and  earn- 
ings history,  for  example,  takes 
only  minutes.  The  information  is 
on  several  services,  including 
Lockheed's  Dialog,  Mead  Data 
Central  and  The  Source.  Here's 
how  we  got  it  from  Dow  Jones: 

1 .  We  connect  our  computer  ter- 
minal to  a  telephone  and  make  a 
local  call  to  a  packet  switching  net- 
work, in  this  case  Telenet. 

2.  Telenet  answers  and  asks 
what  equipment  we  are  using,  to 
provide  a  clearer  signal.  We  punch 
in  the  code  "A8,"  signifying  Digi- 
tal Equipment  Corp.'s  Decwriter 
III,  a  so-called  dumb  terminal. 

3.  On  flashes  the  symbol  "@," 
Telenet's  way  of  telling  us  to  name 
a  database  vendor.  We  answer  with 
the  "address"  for  the  Dow  Jones 
News/Retrieval  service  in  Prince- 
ton, N.J. 

4.  Telenet  tells  us  we  are  con- 
nected with  Dow  Jones. 

5.  We  are  now  communicating 
with  an  IBM  mainframe  computer 
at  Dow  Jones  that  asks  which  of 
the  company's  several  services  we 
want.  We  answer:  "DJNS,"  the 
product  that  carries  corporate  fi- 
nancial data. 

6.  DJ  asks  for  our  paid-subscriber 
password.  Since  this  also  tells  the 


Dialing  for  data 


1  TELENET 
212    1 17H 

2  TERMINAL-A8 

3  PC   609  4? 


4  409   42  CONNECTED 

5  WHAT   SERVICE  PLEASE"" 

6 DJNS 
ENTER  PASSWORD 


DOy   JONES  NEWS/RETRIEVAL 

COPYRIGHT    (C)  1983 
DOW   JONES    t  COMPANY  >  INC. 
ALL    RIGHTS  RESERVE D . 
ENTER  QUERY 

//DSCLO 
DISCLOSURE  II 
COPYRIGHT    (C)  1983 
DISCLOSURE  INC. 


8  TO   CONTINUE.    ENTER  COMPANY  STOCK 
SYMBOL   AND   PRESS  RETURN 

T 

COMPANY  NAME i AMERICAN  TELEPHONE  I  TELEGRAPH  CO 

9  ENTER  FOR 

1  CORPORATE  PROFILE 

2  BALANCE   SHEETS   FOR   2  YEARS 

3  INCOME  STATEMENTS  FOR  3  YEARS 
A  OTRLY    INC   STATEMENTS   (CUR  FY) 

5  LINE   OF   BUSINESS  DATA 

6  5-YR   SUMMARY   DATA    (REVS.    INCOME ■ 

EPS) 

7  FULL   FINANCIAL   DATA    (2   THRU  6) 

8  OFFICERS  AND  DIRECTORS 

9  OWNERSHIP   AND  SUBSIDIARIES 

10  OTHER   CORPORATE  EVENTS 

11  MANAGEMENT  DISCUSSION 

12  CORPORATE  RECORD    (1    THRU  10) 

13  FULL   CORPORATE   RECORD    <1    THRU  11) 

14  2-YR   LIST   OF   REPORTS  ON  FILE 

WITH   THE  SEC 
99         HOW   TO  ORDER   FULL   TEXT   OF  SEC 
REPORTS 

6 

|0  FIVE      YEAR  SUMMARY 

SALES  NET    INCOME  EPS 

1981  59.229.000.000  6.888.000.000  8.55 
1980  51.755.000.000  6 . 058 i 000 . 000  8.17 
1979  46.183.000.000  5 . 655 i 000 . 000  8.01 
1978  41.744.000.000  5.262.000,000  7.73 
1977  37,003.000,000  4,466.000.000  6.84 
DISC 

If    LOG  ONI    10   13     LOG   OFF:    10   15     EASTERN  TIME 
MARCH    17,    1983  609   42  DISCONNECTED 


computer  whom  to  bill,  the  word  is 
blanked  out  by  the  computer. 

7.  DJ's  copyright  notice  appears, 
and  the  vendor  asks  what  database 


we  would  like  to  access.  We  enter 
"DSCLO,"  for  a  specific  bank  of 
computers  containing  SEC  reports 
compiled  by  Disclosure  Inc. 

8.  After  logging  on  with  Disclo- 
sure, DJ  asks  what  company  we  are 
interested  in.  "T,"  we  reply,  using 
stock  symbol  code,  and  DJ  affirms 
that  we  want  AT&T.  DJ's  comput- 
er is  now  ready  to  "read"  the  prop- 
er section  of  its  database  disks. 
(Like  a  researcher  referring  to  an 
index,  the  computer  need  not 
search  the  entire  file.) 

9.  DJ  now  asks  what  part  of  the 
file  we  are  interested  in.  It  offers  15 
choices.  We  request  number  six. 

10.  Instantly  the  computer  reads 
that  section  of  the  database  and 
prints  out  the  information. 

11.  We  disconnect  from  the  da- 
tabase, vendor,  Telenet  and  local 
phone  lines. 

Doing  all  this  took  two  minutes 
on-line,  probably  the  minimum 
time  for  any  database  request.  Our 
bill  came  to  roughly  $8.55.  About 
$4.20  goes  to  Dow  Jones  for  com- 
puter time.  Another  $4  goes  to  Dis- 
closure Inc.  for  the  information. 
Telenet  gets  25  cents,  and  10  cents 
goes  to  New  York  Telephone  for 
the  local  call. 

If  you  have  followed  this  exam- 
ple, you  probably  now  appreciate 
two  things  about  on-line  data- 
bases: Using  them  efficiently  isn't 
easy,  and  it  can  be  expensive. — J.B. 


Data  Central's  LEXIS  service.  It  pro- 
vides legal  citations  on  vendor-in- 
stalled terminals  to  several  thousand 
customers.  LEXIS  now  competes  suc- 
cessfully against  privately  owned 
West  Publishing  Co.,  which  once 
dominated  this  specialized  market 
but  was  slow  to  see  the  potential  of 
on-line  delivery.  Mead  Data,  which 
earned  an  estimated  $7  million  last 
year,  is  a  bright  star  at  its  otherwise 
troubled  parent. 

For  everything  that  glitters  in  data- 
base publishing,  however,  there  may 
be  a  passel  of  potential  failures.  What 
is  involved  is  a  war  among  the  media, 
and  the  most  efficient  will  win.  Yes, 
ever  more  information  will  be  ac- 
cessed and  delivered  by  computers. 
But  no,  print  won't  disappear.  Gee- 
whiz  technology'  is  not  automatically 
the  clear  victor  over  cheaper,  more 
portable  print.  With  all  the  risks,  be- 
ing first  with  the  newest  on-line  pub- 
lishing system  may  only  mean  losing 
the  most  money.  ■ 


suits  aren't  always  encouraging.  "Peo- 
ple who  say  they'll  get  $100  per 
household  per  month  are  wrong," 
says  Dunn.  "Maybe  $20  to  $30  will  be 
generous." 

No  one  really  knows  how  many 
customers  will  think  it's  worth  sever- 
al dollars  to  get  the  latest  government 
statistics  zapped  in  the  instant  they 
are  released,  when  anything  really  im- 
portant will  be  on  the  6  o'clock  news 
for  free.  "We  asked  our  users  if  they 
would  like  an  electronic  encyclope- 
dia," says  The  Source's  Roger  Miller. 
"In  each  survey  they  said  yes,  yes,  yes. 
But  when  you  get  down  to  a  simple 
unchanging  file,  it's  a  lot  cheaper  in 
print.  If  we  can't  improve  on  the  tradi- 
tional method  of  delivering  the  infor- 
mation, people  won't  pay  for  it." 

So  what  if  mass  market  database 
publishing  is  really  a  long  way' off? 
Isn't  the  demand  of  rich  corporate 
customers  almost  insatiable?  Maybe 
not.  There  is  evidence  that  these  users 
tighten  up  on  database  spending  once 


they  overcome  an  initial  fascination. 
Already  Tymnet  and  Telenet  report 
that  while  the  number  of  phone  calls 
to  databases  is  increasing  by  nearly 
75%  annually,  the  average  length  of 
time  callers  stay  on-line  has  dropped 
by  25%  over  the  past  year. 

This  is  not  to  say  no  one  will  ever 
do  well  in  on-line  database  publish- 
ing. Dow  Jones  has  a  customer  base  of 
'60,000 — the  industry's  largest.  Most 
of  what  it  sells  is  historical  data,  built 
around  an  on-line  news  service  and 
the  Wall  Street  Journal  index.  To  avoid 
hurting  sales  of  the  newspaper,  each 
edition  goes  into  the  computer  at  6 
a.m.  but  only  in  condensed  form. 
D&B,  also  a  well-positioned  competi- 
tor, offers  its  143-year-old  credit  anal- 
ysis service,  the  sort  of  information 
ideally  suited  to  on-line  distribution. 
But  remember:  Both  Dow  Jones  and 
D&B  were  marketing  this  material 
profitably  back  in  the  days  of  movable 
type  and  mail  distribution. 

Another  strong  contender  is  Mead 
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n  January 10,1983, 
no  champagne  was 
opened  at 

Northwestern  Mutual. 


On  January  10th  FORTUNE  Magazine 
published  the  results  of  a  nationwide 
survey  of  nearly  6,000  executives, 
outside  directors  and  financial  ' 
analysts,  who  were  asked  to  rate  the 
reputations  of  the  10  largest  com- 
panies in  America's  20  largest-indus- 
tries. Northwestern  Mutual  Life 
ranked  number  one  overall  in  the 
ife  insurance  category  and  for  four 
attributes,  including  quality  of 
services  and  management. 
While  this  news  would  have 
popped  the  corks  at  many 
other  life  insurance  com- 
panies, at  the  Northwestern, 
it  was  business  as,  usual. 
You  see,  Northwestern 
Mutual  Life  is  accustomed 
to  such  accolades.  Last 
November,  A.M.  Best  Co. 
—the  performance-rating 
authority  in  the  life  insur- 
ance industry,  compared 
the  actual  dividend  per- 
formance (not  illustra- 
tions) over  20  years  of  the 
largest  life  insurance 


companies  in  the  country.  In  all  four 
categories  that  were  the  basis  for  com- 
parison, Northwestern  Mutual  Life 
ranked  number  one.  Outdistancing 
such  well-known  giants  as  Prudential, 
Metropolitan  Life  and  John  Hancock. 

Additionally,  based  on  their  analysis 
of  financial  position  and  operating 
performance,  A.M.  Best  Co.  assigned 
Northwestern  Mutual  their  highest 
General  Policyowners  Rating  of 
A  4-  (Excellent). 

But  these  results  shouldn't  be  sur- 
prising to  anyone  familiar  with  The 
Quiet  Company.  For  over  125  years, 
Northwestern  Mutual  has  been  a  leader 
in  low-cost,  long-term  life  insurance. 
A  record  that  is  the  envy  of  the 
industry.  And  a  record  that  makes  other 
companies  realize  we're  a  tough  act 
to  follow. 


tern 
re 

The  Quiet  Company 
A  tough  act  to  follow 

©  1983  The  Northwestern  Mutual  Lite  Insurance  Company,  Milwaukee,  Wisconsin 


Starting  April  24 


Pan  Am  Flight  100 

Beats  The  Concorde 

lb  London. 


Pan  Am  Flight  100  proves  that  the  race 
doesn't  always  go  to  the  swiftest. 

Because  when  it  comes  to  comfort,  value, 
extras,  even  timing,  Pan  Am's  10  am  daylight 
flight  from  Kennedy  Airport  beats  the  Concorde 
to  London  every  day.  Even  though  it  arrives  later. 

SpaCe  SeatS  Our  First  Class 

Sleeperette®  Seats  give  you  space  to  stretch 
out.  Space  to  feel  privacy.  Our  Clipper®  Class 
Space  Seats  give  business  travelers  space  to 
think,  work  and  relax. 

LUXLiry  To  celebrate  our  new  flight  we're 
giving  First  and  Clipper  Class  passengers  on 
the  747SP  "Clipper  President"  complimentary 
Kemwel  limousine  service  from  Heathrow  to 
downtown  London  during  our  first  thirty  days 
of  service. 


r  ■  i  •  • 

1  lming  Flight  100  puts  you  in  London  in 
time  for  a  good  night  s  sleep.  And  in  time  t( 
miss  London's  rush  hour. 

Price  Pan  Am  lets  you  choose  between  Fir< 
Class,  Clipper  Class  and  Cabin  Class:M  The 
Concorde  charges  one  price.  And  it's  higher  th 
our  First  Class. 

Extras  As  a  WorldPass  member,  vou'll  rece 
a  free  roundtrip  Cabin  Class  ticket  to  any  Pan  / 
city  in  the  continental  U.S.  good  for  travel  be- 
tween July  27  and  November  15.  Just  for  flying 
roundtrip  to  London  in  First  or  Clipper  Class 
using  Flight  100  between  April  24  and  June  30. 
Certain  conditions  apply. 

For  reservations  and  information,  call 
your  Travel  Agent,  Corporate  Travel 
Department  or  Pan  Am. 
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AIR  AND  SPACE  BICENTENIAL 


A  Forbes  Special  Advertising  Supplement 


Clifton  F.  von  Kann  Laurent  Fabius 

Maj.  Gen..  USA  (Ret.)  Minister  of  State  and 

President,  National  Minister  of  Research 

Aeronautic  Association  and  Industry 


There  are  national  and  international  reasons  to  cele- 
brate the  200th  anniversary  of  Man's  first  departure 
from  the  earth's  surface. 

The  United  States  air  and  space  establishment  is  the 
key  element  of  national  defense,  vital  to  economic  prog- 
:  ress  and  closely  wedded  to  the  advancement  of  high 
i  technology. 

The  Montgolfier  brothers  initiated  unpowered  flight  in 
1783.  Another  120  years  passed  before  the  Wright 
;  brothers  proved  that  Man  could  fly  where  he  wanted  to 
fly— not  only  where  the  winds  took  him. 

In  the  80  years  that  followed,  Man's  progress  in  the  air 
j  and  beyond  has  been  the  greatest  of  all  the  world's  won- 
|  ders.  America  zoomed  from  12  seconds  in  the  air  at  Kitty 
j  Hawk  to  the  landing  on  the  moon  in  1969  and  the  Space 
I  Shuttle  in  1980. 

Our  Nation's  preeminence  in  air  and  space  was  over- 
whelming. But  we  slowed  our  efforts  in  military  appli- 
cations, in  the  pace  of  aeronautical  R&D,  in  technical 
education,  in  our  desire  to  excel. 

The  Bicentennial  of  manned  flight  can  arouse  our  flag- 
ging spirit,  reignite  our  love  for  adventure  and  our  pride 
in  technical  excellence.  It  can  inspire  us  to  exploit  the  vast 
untapped  potential  of  aerospace  and  to  scale  new 
heights. 

The  Bicentennial  is  not  for  America  alone.  Progress  in 
air  and  space  is  a  triumph  of  the  entire  free  world.  Much 
of  the  American  story  has  been  replayed  in  other  free  na- 
tions, and  each  has  made  its  unique  contributions.  Today, 
in  a  world  of  international  interdependence,  we  and  our 
allies  together  are  stronger  than  any  of  us  can  be  alone. 

Our  friends  acknowledge  the  technical  and  military 
leadership  that  America's  freedom,  good  fortune,  and 
ample  resources  have  given  to  the  free  world.  Even  in 
spirited  competition,  the  defense  of  the  free  world  is 
based  on  United  States  prowess  in  military  aerospace  ap- 
plications that  flow  from  technical  discoveries  and  inven- 
tions accumulated  in  the  amazingly  productive  decades 
that  began  with  the  Wright  brothers. 

The  Bicentennial  belongs  to  all  of  us  so  that  the  friend- 
ly competition  of  the  past  may  provide  greater  economic 
progress  and  added  security  for  the  free  world. 

For  all  of  us,  the  future  lies  in  technological  leadership 
and  the  development  of  young  people  who  excel  in  these 
new,  exciting  fields. 


France  has  a  long  and  rich  scientific  and  technological 
tradition.  The  French  have  always  been  inventive  and 
creative.  This  brilliant  past  is  illustrated  today  on  the 
occasion  of  the  Bicentennial  of  Man's  first  flight. 

But,  two  centuries  after  the  exploits  of  the  pioneers, 
the  event  also  is  an  appropriate  time  to  review  what  is 
currently  going  on  in  our  burgeoning  air  and  space 
industry. 

On  the  civilian  scene,  France  is  at  the  cutting  edge  of 
the  international  market  with  the  Airbus  line,  the  ATR-42 
regional  transport,  helicopters,  and  the  CFM  56  motor. 
Development  is  equally  active  in  the  military  sector. 

France  has  assigned  high  priority  to  the  air  and  space 
industry.  In  this  intermediate  phase,  particular  attention 
will  be  given  to  assuring  that,  on  the  one  hand,  a  suffi- 
ciently high  level  of  R8iD  will  be  devoted  to  paving  the 
way  for  the  technology  equipment  that  will  be  called  for 
in  the  years  1990-2000,  and,  on  the  other  hand,  the  more 
traditional  sectors  of  the  economy  will  benefit  from  the 
technology,  knowledge,  and  methods  thus  developed— 
so  that  they,  too,  can  be  brought  up  to  date,  as  they 
must  be. 

France  is  on  the  threshold  of  achieving  the  autonomous 
role  in  the  space  industry  that  she  had  set  for  herself, 
thanks  to  the  French  Ariane  launch  vehicle  and  telecom- 
munication, direct  TV  and  earth-observation  satellites. 

Ariane,  after  three  successful  test  launches  out  of  four, 
is  now  operational.  At  the  close  of  the  Salon  du  Bourget, 
Ariane  will  launch  the  first  operational  European  telecom- 
munications satellite  (ECS).  Subsequently,  it  will  make 
several  launches  for  the  international  organization  In- 
telsat. In  1984  and  1985  the  emphasis  will  be  on  the  laun- 
ching of  the  French  data-collection  (Telecom  1)  and  direct- 
broadcast  TV  (TDF1 )  satellites. 

The  government  is  carefully  preparing  for  the  future 
above  and  beyond  these  current  projects.  A  launch  vehi- 
cle twice  as  powerful  as  Ariane  is  under  study  for  1986. 
This  vehicle  is  expected  to  dramatically  lower  the  cost- 
per-kilo  of  putting  a  satellite  into  orbit.  R8<D  for  space 
vehicles  for  the  years  1990-2000  will  also  be  intensified. 

For  the  French  government,  air  and  space  R8£>  is  of 
particular  concern  within  the  broader  R&D  programs  that 
have  been  assigned  top  priority.  Enriched  by  its  past  suc- 
cesses and  the  supply  of  high-level  engineers  and  techni- 
cians, the  air  and  space  industry  will  be,  for  the  foresee- 
able future,  one  of  the  major  axes  of  our  technological 
and  industrial  development. 

But  this  overall  policy  would  make  sense  only  within 
the  context  of  the  development  of  the  widest  possible  in- 
ternational cooperation— a  development  to  which  we  at- 
tach particularly  great  attention.  Cooperation,  first  of  all. 
with  our  European  neighbors:  for  example,  we  are  cur- 
rently in  the  midst  of  fruitful  negotiations  concerning 
shared  operation  of  direct-broadcast  TV.  But  we  intend 
also  to  offer  our  cooperation  to  any  nation  engaged  in  air 
and  space  activity  that  will  accept  partnership  with 
France.  We  intend  always  to  give  preferential  treat- 
ment—technological, economic,  financial,  and  commercial 
—to  those  who  can  provide  France  with  the  most  exten- 
sive contact  with  the  rest  of  the  world. 


—Clifton  F.  von  Kann 


—Laurent  Fabius 


JOIN 


THE  FIRMS  THAT  INVESTED  IN  FRANCE 
IN  THE  LAST  SIX  MONTHS 

•  AMERICAN  STANDARD 

•  COMPUTERVISION 

•  SCHLUMBERGER 

•  E.I.  DuPONT 

•  BENDIX 

•  ALCOA 

•  GOULD 

•  MOLEX 

•  AVX 

•  GCA 


When  Planning  Your  Next  European  Venture, 
Consider  France 


For  information  and  assistance,  contact: 


IN  THE  UNITED  STATES 


IN  FRANCE 


The  French  Industrial  Development  Agency  D414R 


610  Fifth  Avenue 
New  York.  N  Y  10020 
Tel:  (212)  757-9340 


401  North  Michigan  Avenue 
Suite  3045 
Chicago.  III.  6061 1 
Tel  (312)  661-1640 


1801  Avenue  of  the  Stars 
Suite  410 

Los  Angeles.  Cal  90067 
Tel:  (213)  679-0352 


Delegation  a  lAmenagement  du  Temtoir 
et  a  r  Action  Regionale 
1  avenue  Charles  Floquet.  75007  Pans 
Tel:  (1)  783  61  20    Telex  200970 


f  W  WE 

/  HAVE 

CONNECTIONS 

IN  HIGH  PLACES. 


Frank  B.  Hall,  the  world's  most  inventive  insurance  services  firm  proudly  celebrates  the  Air  and 
Space  Bicentennial.  As  a  recognized  leader  in  aviation  and  aerospace  insurance,  we  design 

protection  for  35  major  airlines,  satellite  users,  the  largest  air  cargo  companies,  helicopter 
operations  and  for  aviation  parts  manufacturers  of  every  description.  Our  pioneering  insurance 
programs  parallel  man's  exciting  ascent  into  air  and  space.  We  handled  insurance  for  the  first 
commercial  flight.  Our  coverages  were  there  when  they  walked  on  the  moon.  And  we'll 
undoubtedly  protect  the  first  space  dwellers.  Hall's  aviation  and  aerospace  insurance 
techniques  are  the  most  advanced— our  professionals,  the  most  experienced.  So,  if  you've 
got  risks  in  high  places  you  need  Frank  B.  Hall,  The  Protection  Connection™  for  air  and 

space  industry.  It's  the  only  safe  way  to  go. 

TheJRotection 

CDAMI/  D   UAI  I    9  mmLonnection 


FRANK  B.  HALL&  CQ  m°" 

The  Protection  Connection  is  a  trademark  and  service  mark  ot  Hallways  Advertising,  Inc.  Copyright  0  Hallways  Advertising,  Inc..  1983  All  rights  reserved 


FROM  THE  MONTGOLFIER 
TO  THE  SATELLITE 

On  November  21.  1783.  just  two 
months  after  England  had  been  forced 
to  grant  its  American  colonies  indepen- 
dence at  the  Treaty  of  Paris.  Pilatre  de 
Rozier  and  the  Marquis  dArlandes  ac- 
complished the  first  human  flight  when 
their  hot  air  balloon  rose  from  the 
Chateau  de  La  Muette  in  the  French 


capital  and  landed  at  the  nearby  La 
Butte  aux  Cailles.  Little  more  than  a 
week  later.  Jacques  Charles  and  N. 
Robert  repeated  the  exploit  with  a  hy- 
drogen filled  balloon,  which  left  the 
Tuileries  Gardens  and  landed  outside 
Pans  two  hours  later. 

On  June  4,  at  the  small  village  of  An- 
nonay  in  central  France,  Joseph  and 
Etienne  de  Montgolfier  succeeded  in 
sending  up  a  hot  air  balloon  for  the 
first  time.  And  then,  on  September 
19th.  King  Louis  XVI  and  the  whole 
court  of  Versailles  watched  spellbound 
as  one  of  Montgolfier's  balloons  rose  up 
into  the  sky  carrying  a  sheep,  a  rooster 
and  a  duck.  The  demonstration  had 
been  specially  arranged  for  Benjamin 
Franklin,  the  American  Ambassador 
who  had  negotiated  the  Treaty  of  Paris. 

These  achievements  were  but  the 
start  of  a  series  of  exploits  that  were 
to  give  France  a  dominating  role  in  avia- 
tion for  more  than  a  century.  It  was  in 
France  that  the  first  aeronautical  com- 
pany was  set  up  back  in  1794.  Henri 
Giffard  was  the  first  to  go  up  in  a 


steam-driven  airship  in  1852  and  it  was 
from  Paris,  in  1870.  that  the  first  air- 
mail letters  were  delivered.  Although 
Orville  and  Wilbur  Wright  were  the  firsi 
men  to  make  a  controlled  flight  in  an 
airplane,  thirteen  years  earlier  Clement 
Ader  had  succeeded  in  flying  over  150 
feet  in  a  noncontrollable  machine. 
Among  Frenchmen  to  achieve  aviation 
firsts  in  the  years  that  followed  were: 
Louis  Bleriot.  who  was  the  first  to 
cross  the  English  Channel  in  1909.  and 
Henri  Fabre— still  alive— who  made  the 
first  seaplane  flight  in  1910. 

The  French  commemoration  of  these 
events  is  being  held  under  the  patron- 
age of  the  President  of  the  Republic, 
the  Prime  Minister  and  the  various 
ministers  concerned  as  well  as  a  Com- 
mittee of  Honour  under  the  presidency 
of  General  Jacques  Mitterrand.  Presi- 
dent of  the  French  Aeronautical  In- 
dustry Association  (G.I.F.A.S.)  and  chair- 
man of  Aerospatiale. 

According  to  Prime  Minister.  Pierre 
Mauroy  aeronautical  adventure  has 
helped  to  bring  the  peoples  of  the 
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irst  balloon  flight, 
Aontgolfiere,  1783. 


The  *Eole",  Clement  Ader, 
October  14, 1897. 


world  together.  "It  was  the  whole  of 
Paris  that  went  to  Le  Bourget  to  wel- 
come Lindbergh,  it  was  all  the  coun- 
tries of  Latin  America  who  wept  over 
the  five-day  disappearance  of  Guillaumet 
over  the  Andes.  It  was  the  whole  world 
which  mourned  the  disappearance  of 
Mermoz  in  the  South  Atlantic.  And  it 
was  millions  of  television  viewers  who 
watched  the  first  steps  of  Armstrong 
and  Aldrin  on  the  moon." 

During  the  20th  century,  the  United 
States  has  assumed  the  leading  role  in 
aviation:  the  Atlantic  crossing  by 
Charles  Lindbergh  in  1927,  the  first 
flight  faster  than  sound  in  1947,  the 
world  speed  record  of  Mach  6.7  achiev- 
ed by  the  X-15  in  1967,  and  a  return 
compliment  to  those  first  French 
balloonists  when  three  Americans, 
Abruzzo,  Anderson  and  Newman  land- 
ed in  Normandy  after  crossing  the 
Atlantic  with  their  balloon,  Double 
Eagle  II,  in  1978. 

Summing  up  the  importance  of  all 
aspects  of  business  aircraft,  Canadair 
Inc.'s  President,  James  B.  Taylor  says, 


AOPA 

Forty-four  years  ago 
this  month  the  Air- 
craft Owners  and 
Pilots  Association  was 
formed.  The  spur  to 
the  first  successful  ef- 
fort to  form  a  group 
that  could  address  the 
interests  and  needs  of 
what  has  come  to  be 
called  general  aviation 
was  the  vision  of 
Edward  J.  Noble,  then- 
chairman  of  the  Civil 
Aeronautics  Authority. 
Noble  saw  tremendous 
future  growth  for  civil 
aviation  and  was  con- 
cerned that  air  carrier 
interests  be  regular- 
ly represented  in  a 
coherent,  knowledge- 
able way. 

AOPA  is  committed 


John  L.  Baker, 

President 

to  representing  pilots 
and  aircraft  owners  as 
a  community  rather 
than  a  babel  of  specific 
interests  or  applica- 
tions. Its  membership 
has  grown  to  more 
than  265,000  individ- 
uals who  use  aircraft 
for  everything  from 


recreation  to  livelihood 
and  includes  represen- 
tatives of  industry, 
labor,  the  military,  and 
the  air  carriers. 

The  work  of  AOPA 
includes  daily  contacts 
with  government, 
community  and  user 
groups,  and  individuals 
across  the  nation  and 
in  foreign  countries. 

AOPA's  present 
leadership  sees  the 
same  potential  for 
growth  that  Noble  en- 
visioned 44  years  ago, 
and  it  sees  it  at  all 
levels. 

The  future  course  of 
aviation— including 
space— is  limited  only 
by  the  vision,  imagina- 
tion and  courage  of  its 
leaders. 
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The  French  have  always  beer 
intrigued  by  flighl 
And  it  s  this  enthusiasm  anc 
excitement  to  fly  tha 
has  continued  foi 
m    200  years  to  make 
France  a  leader  ir 
aviation  anc 
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"Imagine  industry  without  airplanes. 
Imagine  management  without  com- 
munications, production  lines  without 
transportation.  Imagine  the  nuclear  age 
geared  to  steam  engines  or  waterways. 
Business  aircraft... these  essential  tools 
of  modern  management... have  grown 
from  the  ever  expanding  need  for  more 
efficient  management  mobility  and  the 
ever  increasing  neglect  of  the  schedul- 
ed mass  carriers.  Imagine  industry 
without  airplanes. 

To  note  just  one  example  of 
America's  achievement:  The  Sikorsky 
Division  of  United  Technologies  Corp.  is 
the  largest  helicopter  manufacturer  in 
the  world,  employing  more  than  12.000 
people— all  in  the  United  States— and 
posting  annual  sales  of  more  than  a 
billion  dollars.  Sikorsky  is  the  manufac- 
turer of  choice  for  large,  corporate 
helicopters  in  America,  and  the  com- 
pany's name  is  almost  synonymous 
with  the  aircraft  itself.  The  company  is 
already  designing  helicopters  for  the 
21st  century  as  part  of  an  ongoing, 
multimillion  dollar  R&D  program. 


GENERAL  AVIATION 
MANUFACTURERS 

General  aviation  to- 
day brings  the  modern 
air  transportation 
benefits  of  aeronauti- 
cal progress  to  busi- 
ness and  individuals 
with  the  added  flex- 
ibility and  freedom 
lacking  in  a  mass 
transportation  system. 

As  world  business 
expands  and  decentral- 
izes in  an  increasingly 
complex  business 
world  —  general  avia- 
tion is  not  only  the 
fastest,  most  efficient 
travel  mode,  it  is  also 
the  economical  mode 
of  choice. 

Our  industry  has 
emerged  from  the  re- 
cession with  new  con- 
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cepts  for  business 
transportation.  We've 
ridden  through  1982 
on  the  strength  of  a 
new  generation  of 
business  jets  that 
cruise  on  supercritical 
wings  and  fuel-effi- 
cient engines  to  new 
heights  and  operating 
ranges,  topping  all  air- 
liners but  the  Con- 
corde to  altitudes  of 
51 ,000  feet. 


Advancing  technol- 
ogy and  pilot  perfor- 
mance have  resulted  in 
a  40  percent  improve- 
ment in  the  general 
aviation  safety  record 
since  1972.  according 
to  the  National  Trans- 
portation Safety 
Board. 

Transportation  is 
the  product  we  offer, 
but  we  include  the 
speed,  efficiency,  flex- 
ibility and  freedom  to 
meet  a  wide  range  of 
air  transportation 
needs.  Bringing  the 
technological  advances 
of  decades  to  the  in- 
dividual air  traveller  is 
the  gift  of  aeronau- 
tical progress  repre- 
sented by  general 
aviation. 
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It's  not  just  in  the  area  of  equip- 
ment, however,  that  the  Americas  hold 
the  leading  edge,  but  in  ancillary  ser- 
vices as  well.  For  example,  Frank  B.  Hall 
&  Company  is  a  recognized  pioneer  in 
the  field  of  aviation  and  aerospace  in- 
surance. The  company  handed  the  first 
commercial  flight  protection  in  1919 
and  today  designs  innovative  risk  man- 
agement programs  for  satellite  users. 

What  has  now  captured  the  public 


imagination  are  the  U.S.  space  efforts 
—hundreds  of  U.S.  satellites  now  orbit- 
ing the  world,  a  space  shuttle  ready  for 
commercial  service  and,  of  course,  the 
first  landing  of  a  man  on  the  moon.  As 
President  Ronald  Reagan  told  the 
American  congress,  "Since  1783.  Man 


has  not  just  left  the  ground— he  has 
even  left  the  planet." 

In  addition  to  France  and  the  U.S.  the 
Air  and  Space  Bicentenial  will  be 
celebrated  by  Britain,  Belgium,  West 
Germany,  Japan,  Italy,  Switzerland, 
Australia  and  Canada. 


The  35th  Paris  Air  Show  will  take  place  at  Le  Bourget  between  May  26  and  June  5. 1983. 
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NOT  JUST  A  COUNTRY 
OF  MONTGOLFIERS 

French  President  Georges  Pompidou 
used  to  get  very  angry  because  Ameri- 
cans persisted  in  regarding  France  as 
the  land  of  wine,  perfumes  and 
cheeses  when,  in  fact,  it  has  become  a 
major  industrial  power.  One  of  the 
dangers  of  celebrating  the  exploits  of 
those  early  French  balloonists  and 
aviators  is  that  people  may  not  realize 
that  France  still  remains  a  major  force 
in  aeronautics  and  space.  For  example, 
under  the  aegis  of  ADERLY  (Association 
pour  le  Developpement  Economique  de 
la  Region  Lyonnaise)  the  Lyons  region 
has  emerged  as  one  of  Europe's  leading 
high-technology  centers.  A  thousand 
years  ago,  Lyons  attracted  trade  from 
the  far  corners  of  Europe.  Today,  still  a 
commercial  giant,  Lyons  now  boasts  of 
one  of  the  largest  technical  work 
forces  in  Europe. 

As  French  Prime  Minister  Pierre 
Mauroy  remarked  when  inaugurating 
the  Bicentennial  last  November, 


"France  may  be  the  country  of  Mont- 
golfiers  and  balloons  may  glitter  in  the 
sky  over  the  Rue  Royale,  but  we  have 
fortunately  progressed  since  then.  We 
have  become  the  world's  third  most 
important  nation  in  aeronautics  and 
space. 

"There  has  been  Caravelle  and  Con- 
corde. There  is  the  Airbus  and  the 
Mirage  2000.  Finally  there  is  Ariane,  on 
which  we  are  pinning  great  hopes  de- 


spite  certain  development  problems. 

"We  are  not  just  commemorating 
the  Bicentennial  as  a  historical  event. 
We  should  profit  from  this  com- 
memoration to  portray  France  as  it 
really  is:  a  great  industrial  power." 

It  was  a  theme  also  taken  up  by 
General  Mitterrand,  the  brother  of 
President  Francois  Mitterrand.  The  firsl 
Air  Locomotion  Exhibition  was  held  in 
Paris  in  1908  and  seventy-five  years 
later  the  tradition  is  being  maintained 
with  the  opening  of  the  35th  air  show 
at  Le  Bourget.  At  this  event,  the 
French  aeronautics  and  space  industry 
will  once  again  show  that  it  is  firmly 
facing  the  future,  the  General  said. 

The  French  certainly  have  good 
grounds  for  feeling  that  they  have 
more  than  maintained  the  traditions 
laid  down  by  the  pioneers.  In  1981.  the 
French  aeronautical  and  space  industry 
registered  sales  of  43.8  billion  francs, 
of  which  27.1  billion  was  for  export. 
Estimates  for  last  year  suggest  that 
sales  reached  50  billion  francs,  with  ex- 
ports of  around  30  billion. 
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NATIONAL  BUSINESS 
AIRCRAFT 
ASSOCIATION 

The  first  flight  and 
the  first  reported 
business  flight  were 
both  made  by  lighter- 
than-air  aircraft. 

Manned  flight  began 
in  1783  when  Pilatre 
de  Rozier  and  the 
Marquis  d'Arlandes 
"piloted"  a  balloon 
over  the  fields  of 
France.  The  first 
business  aircraft  flight 
is  attributed  to  the 
dirigible  "Gelatine", 
owned  by  Charles  B. 
Knox,  in  Portland, 
Oregon,  in  1905,  less 
than  18  months  after 
the  first  Wright  broth- 
ers flight  in  Kitty 
Hawk. 


John  H.  Winant 

President 

Business  aviation 
grew  as  aviation  en- 
thusiasm became 
more  widespread.  To- 
day there  are  more 
than  66,000  business 
aircraft  in  the  United 
States  and  thousands 
more  operate  in  other 
countries. 

Business  aircraft 
have  come  a  long  way 
in  style  and  perfor- 


mance. New  concepts 
in  engineering  and 
materials— More  effi- 
cient airfoils,  lighter 
and  stronger  materials 
and  new,  sophisticated 
configurations— have 
their  origins  and 
debuts  on  business 
aircraft. 

Companies  do  not 
hesitate  to  invest, 
within  their  financial 
capability,  in  new 
machine  tools,  test 
facilities,  production 
techniques,  data  and, 
information  handling 
and  other  items  that 
help  them  achieve 
greater  productivity.  A 
company  invests  in  an 
airplane  for  the  same 
reason:  it  makes  eco- 
nomic sense. 


With  more  than  21  billion  francs  in 
annual  sales,  13  factories  in  France. 
39,000  employees  and  four  major  divi- 
sions —  Aircraft;  Helicopter;  Tactical 
Missile;  and  Ballistic  and  Space  Systems 
—  Aerospatiale  is  one  of  the  world's 
largest  aerospace  groups,  and  the 
largest  in  Europe.  Aerospatiale  manu- 
factures a  wide  range  of  civil  and 
military  equipment:  the  Airbus,  Tran- 
sall  and  Corvette  aircraft;  the  Ecureuil, 
Dauphin  and  Super-Puma  helicopters; 
the  Exocet  antiship  missile;  and  the 
Ariane  launch  rocket. 

The  Aircraft  division  alone  employs 
13,900  people  in  four  factories  with  a 
total  area  of  707.000  square  meters. 

The  Airbus,  pride  of  the  Aircraft  divi- 
sion, can  be  seen  all  over  the  world. 
More  than  500  have  been  ordered  by 
46  companies.  The  division  is  also  cur- 
rently developing  the  ATR-42,  an  air- 
craft which  benefits  from  the  latest 
and  most  advanced  research  in  the 
field  and  which  has  already  earned  42 
firm  orders  and  1 1  options  from  1 1 
companies.  The  division  also  produces 
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Highlights  of  the  Bicentennial  celebrations  in  France  and  the  U.S.  are  noted 
below.  Pan  American  World  Airways  has  a  long  and  proud  tradition  of  trans- 
Atlantic  service  to  France  and  now  offers  regular  flights  throughout  the 

U.S. 


FRENCH  CALENDAR  OF  EVENTS: 


May  26— June  5 
June  1— June  12 

June  10— June  12 

June  26 

July  4— August  28 
August  26— September  27 
September  9—11 
October  1—10 
November  11 
December  1 


Le  Bourget— 35th  Paris  Air  Show. 

Annonay— Reenactment  of  the  1st  flight  of 
the  Montgolfier  brothers'  hot-air  balloon. 

Balleroy— FORBES  Magazine's  8th  Annual 
Hot-Air  and  Gas  Balloon  Meeting. 

Paris— International  Gordon  Bennett  Cup. 
Place  de  la  Concorde. 

Paris— Exhibition.  "The  Dream  World  from 
the  Montgolfier  to  the  Satellite."  Grand  Palais. 

Nantes— 6th  World  Championship  of  Hot-Air 
Balloons. 

Vaux-le-Vicomte— 2nd  Ibis  Montgolfiade  (hot- 
air  balloon  rally). 

Arc-et-Senans— 5th  World  Championship  of 
Gas  Balloons. 

Paris— Commemoration  of  1st  Manned  Flight 
at  La  Muette. 

Paris— Commemoration  of  1st  Manned  Flight 
in  Gas  Balloon.  Les  Tuileries. 


June  9 

June  12 
June  23—27 

July  2— S 

July  9 


AMERICAN  CALENDAR  OF  EVENTS: 

"Stars"  Exhibit.  National  Air  and  Space 
Museum.  Washington.  D.C. 

St.  Louis/Parks  College  Air  Expo 

Festival  of  American  Folklife.  Smithsonian 
Institution.  Washington.  D.C. 

North  American  Challenge  Cup  for  Hot  Air 
Balloons.  Battle  Creek.  Mich. 


"The  Fantastic  Festival  of  Flight."  National  Air 
and  Space  Museum.  Washington.  D.C. 

Johnson  Space  Center  Exhibit 

Dayton  International  Air  Show.  Ohio 

EAA  Fly-In.  Oshkosh.  Wise. 

Aviation  Art  Forum.  U.  of  Va..  Charlottesville 

International  Air  Races.  Reno.  Nevada 

Jackson  County  Air  Show.  Pascagoula.  Miss. 

Dulles  Bicentennial  Air  Expo 

Commemorative  Exhibit  and  Multi-Media 
Show.  National  Air  and  Space  Museum. 
Washington.  D.C. 

Thunderbird  Balloon  Race.  Glendale.  Ariz. 

80th  Anniversary  of  Wright  brothers  Flight. 
National  Air  and  Space  Museum.  Washington.  D.C. 

December  21  Wright  Trophy  Annual  Dinner.  Washington.  D.C. 

For  additional  information  on  events  please  write  or  call:  Air  and  Space 
Bicentennial.  1575  Eye  Street.  N.W..  Washington.  D.C.  20005(202)  289-5392. 


July  16—25 
July  23—24 

August  30— September  6 
September  11—14 
September  10—18 
October  15—16 
October  21—23 
November  21 

December  12—13 
December  16 
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Dauphin  2 


the  new  Transall  C160  —  now  in  ser- 
vice with  the  French  and  Indonesian  ar- 
mies —  the  Epsilon,  flying  school 
planes  and  a  variety  of  private  aircraft. 

Aerospatiale,  the  world's  leading  ex- 
porter of  rotary-wing  aircraft,  has  sold 
more  than  6,500  helicopters  to  96 
countries  since  its  inception  in  1956. 
The  Helicopter  division  today  offers  a 
complete  range  of  models  from  the 
lightest  to  the  heaviest. 

The  Super-Puma,  one* of  the  most  re- 
cent, incorporates  the  latest  technolo- 
gical advances  and  is  designed  to  meet 
end-user  requirements  for  the  next 
two  decades.  More  powerful  than  the 
Puma,  its  predecessor,  the  Super-Puma 
is  fast  (290  kilometers  per  hour),  reli- 
able and  comfortable.  Depending  on  the 
model,  the  Super-Puma  can  carry  9  to  24 
passengers  and  a  3.9  ton  payload.  It 
has  a  910  kilometer  range. 

The  Dauphin,  an  entirely  new  design, 
is  the  most  spacious  (10-to-14  passen- 
ger capacity)  and  fastest  (270  kilo- 
meters per  hour)  in  its  class. 

Aerospatiale's  Tactical  Missile 


division,  a  pioneer  in  wire-guided 
antitank  missiles  since  the  end  of  World 
War  II,  has  continued  to  develop  and 
improve  a  wide  range  of  products  suit- 
able for  all  kinds  of  modern  warfare: 
antitank  warfare;  air  defense;  indirect 
support;  antiship  warfare;  and  even 
tactical  nuclear  weapons. 

With  more  than  50  nations  as 
customers,  Aerospatiale  is  the  world's 
most  important  manufacturer  of  tac- 
tical missiles.  Among  the  most  recent 
are  the  sea-co-sea  Exocet  missile,  used 
by  18  navies  including  the  main  Euro- 
pean powers,  and  the  AS15  all-weather 
light  antiship  search-and-attack  wea- 
pon fitted  for  the  Dauphin-2  helicopter. 

Aerospatiale  has  brought  all  of  its 
know-how  and  industrial  capacities  to 
bear  upon  the  field  of  space  and 
satellite  communications. 

Aerospatiale  participated  in  the  crea- 
tion of  Arianespace,  which  manufac- 
tures and  markets  the  Ariane  launch 
rocket.  It  has  contracted  with  the  22 
Arab  League  members  to  supply  three 
communications  satellites.  Aerospatiale 


is  also  a  member  of  the  Eurosatellite 
Group,  which  is  responsible  for  a  direct- 
broadcast  television  satellite  program: 
TDF1  for  France,  TV-SAT  for  West  Ger- 
many and  Tele-X  for  Sweden.  Tele-X 
will  provide  preoperational  service  for 
Sweden,  Norway  and  Finland.  It  has  a 
three-channel,  high-power  signal  in  the 
12  GHz  band  for  direct  television  broad- 
casts and  two  data  transmission 
channels. 


SE. 


SfAORE 


The  first  complete  range 
of  helicopters  for  private, 
civil  to  military  use 


S3C     GERARD  SOUHAM  INTERNATIONAL. 


aerospatk 

37,  bd  de  Montmorency 
75781  Paris  Cedex  16  -  France 


EXOCET  MM. 40  being  launched  at  sea. 

Aerospatiale  can  deliver  complete 
satellite  systems  on  a  turnkey  basis, 
providing  both  the  satellite,  itself,  and 
the  ground  stations. 

Product  improvement  and  com- 
petitiveness are  of  great  importance  to 
Aerospatiale.  All  of  the  company's  pro- 
ducts are  subjected  to  grueling  market 
competition.  If  Aerospatiale  has  been 
successful  with  its  products  on  tough, 


wide-open  markets,  it's  largely  because 
of  the  quality  of  product  designs  based 
on  advanced  technologies  that  have 
been  thoroughly  investigated  and  ex- 
ploited. That  is  why  Aerospatiale 
devotes  more  than  20  percent  of  its  21 
billion  franc  annual  volume  to  research 
and  development. 

The  next  biggest  group  is  Dassault 
Breguet,  with  sales  of  12.4  billion 


francs.  The  company  is  best  known  for 
the  Mirage  fighters,  which  performed 
so  successfully  in  the  Six  Day  War. 
After  bringing  out  the  Mirage  F-1  and 
the  Mirage  111,  Dassault  is  now  offer- 
ing the  Mirage  2000.  An  even  more 
sophisticated  version,  the  Mirage  4000, 
is  awaiting  development.  Dassault  also 
manufactures  the  Alpha  jet  in  coopera- 
tion with  West  Germany  and  the 
Jaguar  with  Britain.  It  also  produces 
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the  Falcon  executive  jet. 

France's  main  engine  producer.  ABSO, 
SNECMA,  with  sales  of  4.35  billion 
francs  in  1981.  manufactures  the  Atar 
engines  for  the  Mirage  and  collaborates 
with  General  Electric  in  producing  the 
CF-6  used  on  the  Airbus  and  the  Boeing 
747  and  the  CFM-56  for  use  on  the 
Boeing  707  and  the  DC-8.  Smaller  engine 
manufacturers  include  Turbomeca,  and 
Microturbo. 

Although  France  made  a  relatively 
late  arrival  in  the  space  field— it  was 
only  in  1965  that  it  became  the  fifth 
country  to  launch  a  satellite  (the  A-l 
launched  by  Diamant)— it  has  since 
played  a  leading  role  in  the  Ariane. 
Europe's  challenge  to  the  U.S.  monopo- 
ly in  launch  rockets.  Centre  Nationale 
d'Etudes  Spatiales  (CNES),  the  French 
equivalent  of  NASA,  is  responsible  for 
this  European  Space  Agency  project  in 
which  French  interests  hold  a  59  per- 
cent stake.  Aerospatiale  has  the 
leading  role  in  Ariane.  but  Matra.  the 
electronics  group,  and  the  rocket 
motor  specialist.  SEP,  are  also  heavily 


Helicopter 
Association 
International 

The  helicopter  indus- 
try, generally,  was 
slow  to  feel  the  world- 
wide economic  slump 
because  of  the  inher- 
ent strength  of  the 
commercial  helicopter 
market,  a  natural 
result  of  the  helicop- 
ter's utility  and 
versatility. 

The  recent  growth 
in  the  civil  helicopter 
industry  has  been 
phenomenal.  The  civil 
helicopter  fleet  in 
North  America  alone 
grew  at  an  annual  rate 
of  16  percent  during 
the  last  decade,  from 
3,500  helicopters  in 
1970  to  more  than 


Frank  L.  Jensen,  Jr.. 

Executive  Director 

9,000  today;  the  total 
world  commercial  fleet 
is  estimated  at  14,000. 

Since  the  HAI  began 
in  1948,  it  has  grown 
with  the  industry,  con- 
stantly evaluating 
member  needs  and 
acting  to  serve  mem- 
bers and  the  indus- 
try within  available 
resources. 

HAI's  role  in  today's 


helicopter  world  is 
significant— not  as  a 
separate  entity  func- 
tioning autonomously, 
but  as  the  collective 
voice  of  the  civil 
helicopter  industry. 

As  one  example,  HAI 
has  just  published  the 
most  comprehensive 
single  source  of  infor- 
mation on  the  com- 
mercial helicopter  in- 
dustry. The  1983 
Helicopter  Annual. 

With  more  than 
1,000  member  com- 
panies from  36  coun- 
tries, HAI  has  both  the 
right  and  the  respon- 
sibility to  work  active- 
ly and  conscientiously, 
toward  and  speak  out 
for  the  advancement 
of  the  entire  industry. 


5MORROW. 

5  MORE 


Space  technology 
puts  us  aheac 
each  day  in  research 


Ariane 
and  Sylda 
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THE  IRRESISTIBLE  FRENCH 
HIGH  TECH  APPEAL. 


In  the  past  three  years  an  impressive  list  of 
renowned  international  companies  have  fallen 
for  Lyon's  charms.  She's  attracted  advanced 
research  centers  and  production  plants  created 
by  winners  like  Schenng  Plough  Inc., 
Hewlett  Packard  and  Unilever. 

What  is  Lyon's  appeal  ? 

Lyon  lies  in  beautiful  countryside, 
less  than  three  hours  from  Paris  and  the 
Mediterranean,  and  less  than  two  from 
Geneva  and  the  Alps.  And  Lyon  herself  is  a 
vibrant,  ancient  center  of  culture.  Managers 
here  appreciate  the  important  link  between 
employee  productivity  and  quality  of  life... 

Lyon  has  raced  to  the  front  lines 
as  a  european  High  Technology  Center.  She 
boasts  a  community  of  industries,  researchers 
and  universities  embracing  a  wide  range 
of  fields  :  chemistry  and  pharmaceuticals, 
electronics,  engineering  and  nuclear  energy. 

Today,  a  commercial  giant  still,  she's 
attracted  a  large  and  growing  technical 
workforce. 

So  convenient :  road  and  air  links  in  all 
directions.  So  important :  no  wonder 
the  world's  fastest  business  train  first  went 
to  Lyon. 

The  past.  The  future.  Lyon,  she's  got  it  all. 


For  further  informations  please  contact. 


LYON 


ADERLY.  Association  pour  le  Developpement 
Economique  de  la  Region  Lyonnaise 
20,  rue  de  la  Bourse,  69289  Lyon  Cedex  1  -  FRANCE 
Tel.  00.33  (7)  838.10.10.  TClex  310828  Cecomex  Lyon 
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WHAT  OTHERS  OMY  DREAM  OF. 


The  memory  of  the 
Bicentennial 


Victor  the  official  computer  of  the  air 
and  space  Bicentennial  and  Europe's  lea- 
ding 16  bit  micro-computer  will  record  all 
throughout  the  Bicentennial.  Races.  Elap- 
sed Times.  Winners.  Victor's  memory  will 
be  the  permanent  record  of  these  great 
events.  Victor  wishes  good  flying  to  all 
participants.  We  are  proud  to  be  part 
of  the  continuing  marriage  between 
computer,  aviation  and  space.  . 


VICE 


Victor  Technologies  Inc. 
380  el  Pueblo  Road 
Scotts  Valley.  CA  95  066 
(408)438.66.80 

Victor  Technologies  Europe 
Mnoofsesteenweg  71 
1750  Schepdaal 
Belgique 
(2)569.55.00 
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involved. 

Strongly  placed  in  the  field  of  electrc 
ics  for  military  applications.  Thomson  C 
Matra  and  Aerospatiale  have  gained 
considerable  experience  in  the  field  of 
satellites  and  satellite  communication 

The  new  government's  obvious  de- 
termination to  maintain  a  strong 
presence  in  aeronautics  and  space  wa: 
shown  by  its  decision  to  take  majority 
stakes  in  Dassault.  Matra  and  Thomsc 
CSF.  thereby  consolidating  the  state's 
hold  over  the  industry,  where  it  alreai 
controls  Aerospatiale,  SNECMA  and 
rocket  fuel  manufacturer  SNPE. 

As  General  Mitterrand  remarked  at 
the  inauguration  of  the  Bicentennial. 
"The  French  aeronautical  industry,  bo 
civil  and  military,  is  confident  about  tl 
future.  It  is  preparing  future  prograrr 
that  will  enable  it  to  take  advantage  ( 
economic  recovery  when  it  comes." 
Recognizing  the  importance  of  intern; 
tional  cooperation  to  achieve  these 
ends.  DATAR.  the  French  government 
body  in  charge  of  regional  planning  ar 
industrial  development  has  establishe 
in  the  U.S.  the  French  Industrial 
Development  Agency.  In  order  to  pro- 
mote regional  development,  the  Fren< 
government  has  given  DATAR  the  mi: 
sion  of  encouraging  foreign  invest- 
ments, particularly  those  that  will 
increase  industrial  activity  in  priority 
areas,  contribute  to  a  better  trade 
balance  or  bring  advanced  technology 
and  processes  to  France. 
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Many  of  the  companies  repre- 
sented in  this  supplement  will 
provide  additional  information 

about  their  products  and 
services  upon  request.  Use  the 
reader  service  card  opposite 
page  352  to  request  further 
information. 


Except  for  the  signed  messages,  the  text 
for  this  supplement  was  prepared  with  tr 
cooperation  of  Interel.  a  Paris-based 
International  Public  Affairs  Agency. 


announce  the 
realization  of  its  competitors'greatest  fears. 

Introducing  the  Challenger  601. 


The  new,  GE-powered  Challenger  601  received  Its  official 
airworthiness  certification  from  the  F.A.A.  on  March  11, 1983, 
after  exceeding  all  announced  performance  specs. 


Simply  stated,  the  new  601  will  fly  you 
more  economically  and  in  greater  wide-body 
comfort  than  any  other  intercontinental  cor- 
porate jet  in  the  world. 

To  a  range  of  over  3,500  nautical  miles 
with  NBAA/IFR  reserves. 

And  while  such  a  feat  has  only  recently 
become  technologically  feasible,  you  might 
say  it  was  historically  inevitable. 

Tine  Challenger,  after  all,  was  conceived, 
designed  and  built  from  scratch  in  the  late 
nineteen-seventies. 

Its  competitors,  the  Gulfstream  III  and  the 
Ralcon  50,  for  example,  seem  more  like  pre- 
decessors—based on  prototypes  originally 
designed  in  the  late  fifties  and  early  sixties. 

So,  technology  moves  forward:  "me 
Challenger  601  offers  a  37%  to  42%  lower 
rate  of  fuel  consumption  per  mile  than  the 
Gulfstream  III,  and  even  a  6%  to  13%  lower 
rate  of  fuel  consumption  per  mile  than  the 
far  smaller  Falcon  50. 

Yet,  the  Challenger  also  offers  an  abun- 
dance of  the  one  thing  every  corporate  jet  in 
history  has  found  it  necessary  to  skimp  on. 

Width. 


Measured  at  the  floor  line,  the  Challenger 
601  is  roughly  30%  wider  than  the  Gulf- 
stream III,  and  48%  wider  than  the  Falcon  50. 

As  for  range,  the  intercontinental 
Challenger  601  will  fly  you  over  3,500  nauti- 
cal miles  with  full  NBAA/IFR  reserves  still  in 
the  tanks. 

Making  it  one  of  the  very  few  corporate 
jets  in  existence  that  can  cross  the  Pacific 
Ocean  with  one  stop. 

Or  fly  from  New  York  to  the  Middle  East 
with  one  stop. 

Or  from  New  York  to  Paris  non-stop. 

Or  from  London  to  New  York  non-stop. 

Or  from  Washington  to  Stockholm 
non-stop. 

Or  from  Toronto  to  Frankfurt  non-stop. 

To  find  out  more  about  the  historically 
imperative  Challenger  601,  the  man  to 
speak  to  is  Mr.  James  B.  Taylor,  President  of 
Canadair  Inc. 

His  telephone  number  is  (203)  226-1581. 

Or  you  can  write  him  at  Canadair  Inc., 
274  Riverside  Avenue,  Westport,  CT  06880. 

canadair 
challenger 


Arrive  first  in  the  finest. 


The  most  popular  twin  turbine  corporate 
helicopter  today,  and  the  most  productive. 
The  S-76  MARK  II. 

It  carries  more  passengers  farther  and  faster 
than  any  other  corporate  twin.  It  is  the  smoothest 
and  quietest  It  has  the  largest  cabin,  seating 
eight  in  greater  comfort  with  more  head  and  leg 
room. 

The  S-76  MARK  II  meets  the  highest  civil  stan- 
dards in  the  world:  Air  Transport,  Category  A. 
With  complete  backups  for  all  major  aircraft 
systems.  It  is  backed  by  more  than  200,000  flight 
hours  of  experience,  a  worldwide  product  sup- 
port network,  and  the  industry's  finest  warranty. 


As  a  unit  of  United  Technologies,  Sikorsky 
will  continue  to  deliver  what  customers  want, 
when  they  want  it.  Improved  engines,  composite 
rotors  and  blades,  a  de-ice  system,  innovative 
cockpit  designs,  and  more  comfortable  and 
quieter  interiors. 

For  more  information,  contact  Mackie  D.  Mott, 
Vice  President-Corporate  Marketing,  Sikorsky 
Aircraft,  Stratford,  CT  06601 ,  (203)  386-7600. 


Sikorsky.  The  Leader. 


The  Forbes  500s 


/to,  profits  down  steeply,  in- 
ventories building  up — it  was  the 
trough  of  the  wave,  the  bottom  of  the 
barrel.  But  all  the  while,  the  market 
was  signaling  the  recovery  to  come. 


In  all  but  one  of  the  four  ways  in  which  The  Forbes 
500s  measure  U.S.  business  performance,  1982  was  the 
trough  of  a  mighty  breaker,  the  low  point  in  a  decade 
of  stress  and  some  serious  declines.  But  the  fourth  mea- 
sure, as  it  turned  out,  was  the  most  important  of  all. 

Here  are  the  changes  in  the  1982  figures  for  sales,  profits, 
assets  and  market  value: 

1982  1981  1980 

Sales  -0.8%  +9.9%  +15.0% 

Profits  -9.1  +4.4  +7.7 

Assets  +9.2  +10.7  +11.6 

Market  value    +16.7  -11.5  +31.6 

The  totals  at  the  end  of  1982 


Sales 
Profits 
Assets 
Market  value 


$2,389,473,000,000 
$  112,547,000,000 
$3,829,297,000,000 
$1,072,164,000,000 


The  bright  spot,  of  course,  was  market  value.  Buoyed  by 
a  bull  market,  The  Forbes  Market  Value  500  gained  $154 


billion  in  1982  and  finished  the  year  above  the  $1  trillion 
mark  for  the  first  time  since  1980,  signaling  the  recovery 
now  under  way. 

In  the  tables  that  follow,  Forbes  ranks  the  top  500 
companies  in  each  of  the  four  categories.  Turn  to  the 
alphabetized  summaries  beginning  on  page  266  for  the 
overall  report  card  on  each  company  that  made  any  of  the 
four  lists. 

What  did  it  take  to  make  it?  The  lowest-ranking  com- 
pany on  the  Sales  500  had  $1.1  billion  in  revenues.  It  took 
$45.7  million  to  make  the  profits  list,  $1.75  billion  for 
assets  and  $558  million  in  market  value. 

Historical  footnote:  It's  the  end  of  an  era  for  the  perennial 
champion  of  the  500s,  American  Telephone  &  Telegraph, 
first-ranked  in  assets  and  profits  this  year,  second  in  sales 
and  market  value.  With  the  Bell  breakup,  AT&T  will  no 
longer  dominate  number  one  and  two.  But  Ma  Bell  and  her 
children  will  be  just  as  pervasive  and  even  more  visible:  All 
seven  of  the  regional  telephone  companies  created  by  the 
breakup  will  show  up  as  new  500s  members. 
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The  Forbes  Sales  500 


Maybe  the  only  thing  worse  than 
illusory  sales  increases — -produced 
by  inflation  rather  than  by  real 
growth — is  not  having  the  illusion. 


T 


he  500  companies  listed  on 
the  following  pages  accounted 
for  just  under  $2.4  trillion  in 
sales  last  year,  equal  to  about  78%  of 
the  U.S.  gross  national  product.  For 
the  second  straight  year,  every  com- 
pany on  the  Sales  500  list  had  at 
least  $1  billion  in  sales.  Quite  a  few 
billion-dollar  companies  didn't  even 
make  the  list,  including  such  familiar  names  as  Joy  Manu- 
facturing, Square  D  and  Timken. 

In  fact,  $1  billion  in  sales  is  less  and  less  the  critical 
measure  of  megasize,-  109  companies  on  the  list,  or  more 
than  1  in  5,  had  more  than  $5  billion  in  sales  in  1982,  42 
had  more  than  $10  billion;  and  the  top  4 — Exxon,  Ameri- 
can Telephone  &  Telegraph,  General  Motors  and  Mobil — 
had  more  than  $50  billion  each.  Together,  those  four 
giants  accounted  for  over  a  quarter  of  a  trillion  dollars. 
Now,  that's  megasize. 

Impressive  numbers.  What  happened  to  these  huge  com- 
panies in  1982,  the  year  inflation  was  broken  on  the 
Federal  Reserve  rack,  was  less  impressive  than  it  was 
sobering. 

Roughly  half  the  companies  on  the  list  showed  sales 
decreases  from  1981,  and  most  of  the  sizable  increases 


/o 

change 

Rank 

Sales  over 

1982  1981 

Company       ($000,000)  1981 

1  1 

Exxon   97,173  -10.1 

2  4 

American  Tel  &  Tel    65,093  11.8 

3  3. 

General  Motors   60,026  -4.3 

4  2 

Mobil   59,946  -7.1 

5  5 

Texaco   46,986  -18.5 

came  through  acquisition.  More- 
over, the  total  of  all  500  was  flat 
from  1981 — down,  in  fact/by  about 
$20  billion.  The  reason:  Inflation 
which  (statistically,  at  any  rate)  was 
responsible  for  all  of  1981's  8%  in- 
crease in  the  total,  fell  sharply  in 
1982.  And  in  contrast  to  the  305 
companies  last  year  whose  sales 
growth  matched  or  bettered  the  8.9%  CPI  rate,  only  236  on 
this  year's  list  kept  up  with  even  1982's  3.9%.  Maybe  the 
only  thing  worse  than  the  illusory  effects  of  inflation  is  foi 
the  illusion  to  disappear. 

Last  year  every  company  in  the  Sales  500's  top  ten 
showed  a  sales  increase.  This  year  only  four  did — AT&T, 
IBM,  Du  Pont  (whose  45.8%  increase  largely  reflected  the 
mid- 1981  acquisition  of  Conoco)  and  Sears,  Roebuck,  the 
steadily  improving  old-line  retailer,  which  is  gradually 
moving  into  financial  services.  Not  one  of  the  top  ten's  oil 
company  members  showed  an  increase,  nor  did  General 
Motors  and  Ford. 

Joy,  Square  D,  Timken  and  others  got  pushed  off  the  list 
by  36  new  companies.  Biggest  of  them:  the  new  Norfolk 
Southern  Corp.,  now  the  country's  189th-largest  corpora- 
tion and  its  4th-largest  railroad. 
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When  you  have  ten 
years  to  build  a  new 
car,  your  mistakes  end 
up  in  the  wastebasket 

Not  in  somebody's 

PARAGE. 


1_  
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When  many  companies 
design  a  new  car,  the  pressures 
to  get  that  car  out  into  the  mar- 
ketplace are  often  so  intense,  the 
car  gets  churned  out  overnight. 

And  all  too  frequently  car 
buyers  pay  the  price.  They  can 
end  up  with  cars  that  are  totally 
unimaginative,  or  poorly  thought 
out,  or  inadequately  tested. 

In  designing  the  new  Volvo 
760  GLE,  one  thing  we  gave 
ourselves  plenty  of  was  time.  Ten 
long  years.  Time  to  challenge 
accepted  notions  about  building 

automobiles.  Time  to  try  off-  the- 
wall  ideas.  Time  to  make 
mistakes,  then  correct  them.  And 
above  all,  time  to  test,  test,  test. 

What  emerged  from  this 
process  is  a  car  that's  remarkable 
indeed. 

The  Volvo  760  GLE  is  more 
aerodynamic  than  a  Porsche  928, 
yet  holds  five  adults.  It  has 
traveled  through  a  high-speed 
slalom  course  faster  than  a  Jaguar 
or  Audi. 

It  has  a  climate  control  system 
so  advanced,  it  can  change  the 

interior  air  five  times  a  minute. 

Prototypes  of  the  760  GLE 
were  test  driven  a  total  of  two 
million  torturous  miles.  This 
testing  led  to  hundreds  of  design 
improvements.  And  after  we  d 
made  the  improvements,  we 
tested  again.  And  improved  on 
the  improvements. 

So  when  the  new  Volvo  760 
GLE  is  sitting  in  your  garage, 
you'll  own  one  of  the  most 
patiently-built  cars  in  history 

And  as  ev  eryone  knows, 
patience  has  its  rewards. 

The\5lvo760 GLE 

The  closest  thing  yet  to  a  perfea  car. 
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change 

Rank 

Sales 

over 

Rank 

Sales 

over 

1982  1981 

Company 

S000.0001 

1981 

1982  1981 

Company  iS0O0,00Ol 

1981 

6 

7 

Ford  Motor 

37,067 

-3.1 

61 

71 

PepsiCo 

7,499 

6.7 

7 

9 

IBM 

34,364 

18.2 

62 

70 

Rockwell  Intl 

7,395 

5.1 

8 

6 

Standard  Oil  Calif 

34,362 

-22.3 

63 

86 

Fedl  Natl  Mortgage 

7,384 

26.0 

9 

16 

E  I  du  Pont 

33,223 

45.8 

64 

83 

Fluor 

7,336 

20.8 

10 

12 

Sears,  Roebuck 

30,020 

10.2 

65 

60 

McDonnell  Douglas 

7,331 

-0.7 

11 

10 

Gulf  Oil 

28,427 

0.6 

66 

55 

Halliburton 

7,282 

-13.7 

12 

8 

Standard  Oil  Ind 

28,073 

-63 

67 

74 

I  P  Morgan 

6,885 

1.6 

13 

14 

Phibro-Salomon 

26,703 

6.4 

68 

82 

Pacific  Gas  &.  Elec 

6,785 

9.5 

14 

13 

General  Electric 

26,500 

-2.7 

69 

81 

Winn-Dixie  Stores 

6,764 

9.1 

15 

11 

Atlantic  Richfield 

26,462 

-4.8 

70 

90 

Southland 

6,757 

18.7 

16 

15 

Intl  Tel  &  Tel 

21,922 

-5.5 

71 

77 

Minn  Mining  &  Mfg 

6,601 

1.4 

17 

17 

Shell  Oil 

20,062 

-7.3 

72 

49 

Caterpillar  Tractor 

6,469 

-29.3 

18 

26 

United  States  Steel 

18,375 

31.8 

73 

61 

Gulf  &  Western  Inds 

6,423 

-13.0 

19 

25 

Occidental  Petroleum 

18,212 

23.8 

74 

73 

Monsanto 

6,325 

-9.0 

20 

18 

Citicorp 

17,814 

-2.5 

75 

57 

Arm  co 

6,279 

-18.8 

21 

19 

Safewav  Stores 

17,633 

6.3 

76 

85 

Coca-Cola 

6,250 

6.1 

22 

20 

K  mart 

16,772 

0.0 

77 

78 

Allied  Corp 

6,167 

-3.8 

23 

21 

Phillips  Petroleum 

15,698 

-1.7 

78 

110 

General  Dynamics 

6,155 

21.5 

24 

24 

Sun  Company 

15,519 

3.4 

79 

76 

W  R  Grace 

6,128 

-6.0 

25 

22 

Tenneco 

14,979 

-3.1 

80 

116 

Charter 

6,065 

^3.8 

26 

23 

BankAmerica 

14,955 

-0.9 

81 

93 

Consolidated  Foods 

6,039 

7.6 

V 

28 

Aetna  Life  &  Cas 

14,164 

4.7 

82 

80 

Continental  Illinois 

5,900 

-6.2 

28 

27 

United  Technologies 

13,577 

-0.7 

83 

87 

Nabisco  Brands 

5,871 

0.9 

29 

29 

Standard  Oil  Ohio 

13,152 

-2.3 

84 

79 

Union  Pacific 

5,818 

-8.7 

30 

30 

Getty  Oil 

12,762 

-6.3 

85 

84 

Coastal  Corp 

5,799 

-1.9 

31 

35 

GTE 

12  066 

9.4 

86 

88 

City  Investing 

5,771 

-0.4 

32 

33 

Procter  &  Gamble 

11.994 

5.1 

87 

100 

lohnson  &  Johnson 

5,761 

6.7 

33 

34 

Kroger 

11,902 

5.6 

88 

113 

Davton-Hudson 

5,661 

14.5 

34 

36 

CIGNA 

11,787 

8.7 

89 

125 

Texas  Eastern 

5,654 

24.9 

35 

32 

)  C  Penney 

11,414 

-3.8 

90 

106 

Lockheed 

5,613 

8.4 

36 

43 

Travelers 

11,381 

16.1 

91 

109 

Jewel  Cos 

5,572 

9.1 

37 

45 

R  I  Reynolds  Inds 

10,906 

11.7 

92 

97 

SperTy 

5,571 

2.7 

38 

40 

Eastman  Kodak 

10,815 

4.6 

93 

99 

Continental  Group 

5,564 

-4.0 

39 

31 

Dow  Chemical 

10,618 

-10.6 

94 

95 

Utd  Energy  Resources 

5,562 

2.2 

40 

38 

Union  Oil  California 

10,390 

-3.3 

95 

91 

Chemical  New  York 

5,515 

-2.5 

41 

39 

Chase  Manhattan 

10,171 

^1.5 

96 

92 

Raytheon 

5,513 

-2.2 

42 

37 

Chrysler 

10,045 

-7.2 

97 

101 

Honeywell 

5,490 

2.6 

43 

41 

Dart  &  Kraft 

9,974 

-2.3 

98 

98 

Georgia-Pacific 

5,402 

-0.2 

44 

47 

Westinghouse  Elec 

9,745 

4.0 

99 

108 

UAL 

5,320 

3.5 

45 

51 

RCA 

9,338 

3.8 

100 

118 

General  Mills 

5,312 

9.5 

46 

56 

Philip  Morris 

9,102 

9.6 

101 

62 

Bethlehem  Steel 

5,260 

-27.9 

47 

42 

Union  Carbide 

9,062 

-10.9 

102 

121 

Super  Valu  Stores 

5,197 

12.4 

48 

44 

Boeing 

9,035 

-7.7 

103 

102 

TRW 

5,132 

-2.9 

49 

52 

Beatrice  Foods 

9,024 

2.9 

104 

64 

F  W  Woolworth 

5,124 

-29.1 

50 

48 

Ashland  Oil 

8,865 

-4.3 

105 

103 

Trans  World 

5,108 

-3.0 

51 

50 

Goodyear 

8,689 

-5.1 

106 

127 

Columbia  Gas  System 

5,071 

14.6 

52 

53 

Xerox 

8,456 

-2.7 

W 

117 

Consolidated  Edison 

5,067 

4.1 

53 

75 

General  Foods 

8,351 

26.5 

108 

150 

Merrill  Lynch 

5,026 

24.5 

54 

46 

Amerada  Hess 

8,343 

-11.2 

109 

99 

Signal  Cos 

5,022 

-7.1 

55 

65 

American  Express 

8,093 

12.2 

110 

107 

Greyhound 

4,994 

-2.9 

56 

66 

Lucky  Stores 

7,973 

10.7 

111 

114 

Litton  Industries 

4,942 

0.0 

57 

63 

Household  Intl 

7,768 

6.7 

112 

137 

Southern  Company 

4,927 

15.8 

58 

68 

Federated  Dept  Stores 

7,699 

8.9 

113 

96 

CSX 

4,909 

-9.6 

59 

59 

Mfrs  Hanover 

7,640 

2.2 

114 

104 

Colgate-Palmolive 

4,888 

-7.1 

60 

67 

American  Stores 

7,508 

5.8 

115 

105 

Ralston  Purina 

4,803 

-8.1 

Rank 
1982  1981 


Company 


Sales 
lSOO0,0O0) 


116 

58 

LTV 

4,777 

117 

120 

Bankers  Trust  NY 

4,677 

118 

112 

Alcoa 

4,648 

119 

94 

Deere 

4,608  i 

120 

72 

Great  Atl  &  Pac  Tea 

4,608  • 

121 

136 

First  Interstate  Bancp 

4,608 

122 

146 

American  Home  Prod 

4,582 

123 

155 

Anheuser-Busch  Cos 

4,577 

124 

124 

American  Brands 

4,563 

125 

145 

Foremost-McKesson 

4,493 

126 

139 

Security  Pacific 

4,491 

127 

130 

Loews 

4,481  j 

128 

135 

First  Chicago 

4,402  | 

129 

154 

El  Paso 

4,364 

130 

187 

Pacific  Lighting 

4,359 

131 

140 

Texas  Instruments 

4,327  ; 

132 

144 

Transamerica 

4,326 

133 

149 

So  Calif  Edison 

4,303  1 

134 

69 

Intl  Harvester 

4,292  ; 

135 

143 

Control  Data 

4,292  | 

136 

167 

Hewlett-Packard 

4,254 

137 

115 

Burlington  Northern 

4,198  • 

138 

126 

Weyerhaeuser 

4,186 

139 

142 

American  Elec  Power 

4,180 

140 

147 

AMR 

4,177 

141 

122 

Dresser  Industries 

4,166 

142 

163 

InterNorth 

4,159 

143 

161 

Commonwith  Edison 

4,130 

144 

129 

Borden 

4,111 

145 

193 

Burroughs 

4,095 

146 

133 

CPC  International 

4,091 

147 

119 

American  Can 

4,063  - 

148 

151 

CBS 

4,052 

149 

134 

Teledyne 

4,040 

150 

111 

International  Paper 

4,015  - 

151 

202 

Warner  Commun 

3,990 

152 

148 

United  Brands 

3,973 

153 

173 

Albertson's 

3,940 

154 

123 

National  Steel 

3,903  - 

155 

204 

Digital  Equipment 

3,881 

156 

174 

Pub  Svc  Elec  &.  Gas 

3,874 

157 

170 

Transco  Energy 

3,869 

158 

132 

Firestone 

3,869  - 

159 

141 

IC  Industries 

3,862 

160 

212 

Houston  Industries 

3,838 

161 

186 

ENSERCH 

3,788 

162 

191 

Motorola 

3,786 

163 

156 

KerT-McGee 

3,777  J 

164 

162 

Eastern  Air  Lines 

3,769 

165 

152 

Champion  Intl 

3,737 

166 

158 

Pan  Am  World  Airwavs 

3,716 

167 

165 

Archer  Danls  Midland 

3,713 

168 

168 

H  J  Heinz 

3,689 

169 

180 

Fleming  Cos 

3,688 

no 

179 

May  Dept  Stores 

3,670 
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Learning  DP 
Maintaining  school  files 
School  administration 
Metric  conversion  lessons 
Learning  computers 
Drauingaface 
Learning  FORTRAN 
Interactive  training 
Educational  games 
Lease  classification 
Property  management 
Engineering  circuitry 
Fuel  oil  tracking 
Medical  accounting 
Cataloging  librarian 
Dental  invoice  generator 
Income  tax  preparation 
Data  base  for  insurance 
Apartment  building  system 
Athletic  statistics 
Structural  engineering 
Medical  office  system 
Medical  diagnostic  analysis 
Travel  agency  tracking 
Trucking  system 
Church  management 
Forms  designer 
Fixed  asset  manager 
Mortgage  tracking 
Amortization  system 
Games  for  executives 
Automated  recipe  file 
Perso/uil  tax  planning 
Home  finance 
Writing  CA1  courses 
Administrative  reports 
Geometric  graphics 
Color  graphics 
Address  file  updating 
Spelling  checker 
Name  directory 
Order  entry 
Utility  billing 
Retail  management 
Project  casting 
Mail  list  management 
Money  market  management 
investment  analysis 
Playing  blackjack 
Electronic  mail 
Activity  organizer 
Suniey  analyst 
Electronic  spreadsheet 
Statistical  study  /cross  tabulation 
Project  tracking 
Business  nmrketing 
Hypothesis  testing 
Quantitative  decision  making 
Time  billing 
Filing  system 
Inventory  control 
Scheduling  /organizing 
Cash  flow  analysis 
Database  sort /index 
General  ledger 
Tax  planner 
Household  inventory 
Learning  Pascal 
Fantasy  games 
Payroll 

Project  planning 
General  accounting 
Accounts  payable 
Accounts  receivable 
Job  costing 
Word processing 
Business  graphics 
Arithmetic  drill 
Tbuch  typing  lesson 
BASIC  programming 
Financial  analysis 
Spreadsheet  program 


How  many  pieces  of  software  can 
you  use  on  the  IBM  Personal  Computer: 
1,000  and  up. 


The  Forbes  Sales  500 


Rank 
1982  1981 


Company 


% 
change 
Sales  over 
($000,000)  1981 


Rank 
1982  1981 


Company 


/o 

change 
Sales  over 
(S000,00O)  1981 


Rank 
1982  1981 


Company 


cl 

Sales  « 
($000,000)  I 


171 

169 

Delta  Air  Lin.'S 

3,618 

2.4 

172 

171 

Bristol-Myers 

3,600 

3.0 

173 

261 

Baldwin-United 

3,598 

44.4 

174 

153 

Owens-Illinois 

3,591 

-9.7 

175 

157 

Combustion  Eng 

3,570 

-6.3 

176 

196 

Time  Inc 

3,564 

8.1 

177 

207 

American  Intl  Group 

3,563 

12.9 

178 

197 

Martin  Marietta 

3,527 

7.1 

179 

176 

NCR 

3,526 

2.7 

180 

175 

Continental  Corp 

3,506 

U 

181 

178 

Emerson  Electric 

3,502 

2.1 

182 

185 

FMC 

3,499 

3.9 

183 

177 

Tosco 

3,466 

1.0 

184 

164 

American  Cyanamid 

3,454 

-5.4 

185 

201 

Pfizer 

3,454 

6.3 

186 

199 

Panhandle  Eastern 

3,391 

3.8 

187 

195 

Pillsbury 

3,385 

2.5 

188 

188 

Carnation 

3,382 

0.8 

189 

■ 

Norfolk  Southern 

3,359 

-6.5 

190 

259 

Wal-Mart  Stores 

3,348 

34.1 

191 

233 

MidCon 

3,337 

18.8 

192 

217 

Lincoln  National 

3,337 

11.1 

193 

189 

PPG  Industries 

3,322 

-1.0 

194 

214 

Esmark 

3,303 

7.4 

195 

194 

Wells  Fargo 

3,290 

-0.5 

196 

240 

Melville 

3,262 

18.1 

197 

239 

Allied  Stores 

3,249 

17.7 

198 

218 

Supermarkets  General 

3,247 

8.3 

199 

181 

Warner-Lambert 

3,246 

-4.0 

200 

242 

Texas  Utilities 

3,238 

18.2 

201 

243 

Consol  Natural  Gas 

3,211 

17.3 

202 

238 

Borg-Warner 

3,195 

15.7 

203 

241 

Associated  Dry  Goods 

3,189 

15.9 

204 

222 

Houston  Natural  Gas 

3,181 

9.4 

205 

183 

Diamond  Shamrock 

3,177 

-5.9 

206 

216 

North  Amer  Philips 

3,168 

4.6 

207 

190 

Perm  Central 

3,165 

-5.5 

208 

184 

Santa  Fe  Industries 

3,160 

-6.2 

209 

198 

Southern  Pacific 

3,104 

-5.2 

210 

224 

Am  Natural  Resources 

3,097 

6.9 

211 

220 

Merck 

3,063 

4.6 

212 

160 

Celanese 

3,062 

-18.4 

213 

226 

Carter  Hawley  Hale 

3,055 

6.4 

214 

205 

B  F  Goodrich 

3,005 

-5.6 

215 

252 

Avon  Products 

3,001 

14.8 

216 

172 

Reynolds  Metals 

2,981 

-14.4 

217 

249 

R  H  Macy 

2,979 

12.1 

218 

310 

Hospital  Corp  of  Am 

2,977 

44.3 

219 

322 

SmithKline  Beckman 

2,969 

49.5 

220 

227 

Amer  Hospital  Supply 

2,968 

3.4 

221 

236 

Eli  Lilly 

2,963 

6.8 

222 

209 

Norton  Simon 

2,953 

-6.1 

223 

208 

Crown  Zelierbach 

2,947 

-6.4 

224 

225 

Kimberly-Clark 

2,946 

2.1 

225 

235 

Camphell  Soup 

2,945 

5.3 

226 

213 

Florida  Power  &  Lt 

2,941 

-4.8 

227 

192 

Textron 

2,936 

-11.8 

228 

272 

American  General 

2,913 

22.0 

229 

211 

Boise  Cascade 

2,912 

-6.3 

230 

203 

Kaiser  Alum  &  Chem 

2,912 

-9.7 

231 

237 

Middle  South  Utils 

2,902 

4.7 

232 

250 

Crocker  National 

2,894 

9.0 

233 

254 

American  Motors 

2,878 

11.2 

234 

251 

Texas  Gas 

2,878 

8.6 

235 

200 

Burlington  Inds 

2,876 

-11.9 

236 

257 

Alco  Standard 

2,852 

13.1 

237 

336 

Allegheny  Intl 

2,839 

48.8 

238 

159 

Inland  Steel 

2,808 

-25.2 

239 

221 

ARA  Services 

2,806 

-3.8 

240 

182 

Ingersoll-Rand 

2,775 

-17.9 

241 

219 

Bank  of  Boston 

2,745 

-6.9 

242 

131 

Republic  Steel 

2,738 

-37.5 

243 

244 

Consumers  Power 

2,731 

-0.1 

244 

263 

McDonald's 

2,715 

9.6 

245 

253 

Quaker  Oats 

2,712 

4.3 

246 

255 

SONAT 

2,681 

4.4 

247 

223 

Mead 

2,667 

-8.1 

248 

230 

Kidde 

2,655 

-6.8 

249 

268 

Phila  Electric 

2,645 

8.7 

250 

270 

Amer  Broadcasting 

2,641 

9.1 

251 

138 

Wickes  Cos 

2,638 

-31.2 

252 

266 

Murphy  Oil 

2,602 

6.4 

253 

275 

Abbott  Laboratories 

2,602 

11.1 

254 

229 

Levi  Strauss 

2,572 

-9.8 

255 

248 

Interco 

2,567 

-4.0 

256 

232 

St  Regis  Paper 

2,556 

-9.3 

257 

320 

Marriott 

2,541 

27.0 

258 

303 

Baker  International 

2,535 

18.5 

259 

231 

Singer 

2,523 

-11.0 

260 

285 

Swift  Independent 

2,488 

8.1 

261 

321 

Northrop 

2,473 

24.2 

262 

245 

Hercules 

2,469 

-9.2 

263 

280 

Avco 

2,459 

5.7 

264 

206 

Eaton 

2,453 

-22.5 

265 

215 

Tesoro  Petroleum 

2,440 

-19.6 

266 

246 

Dana 

2,423 

-10.6 

267 

291 

Pittston 

2,421 

8.6 

268 

288 

United  Telecom 

2,419 

7.3 

269 

308 

InterFirst 

2,416 

16.7 

270 

234 

AMAX 

2,416 

-13.7 

271 

262 

Marine  Midland  Bks 

2,412 

-2.9 

272 

309 

General  Public  Utils 

2,406 

16.5 

273 

228 

Cooper  Industries 

2,394 

-16.5 

274 

300 

Niagara  Mohawk  Pwr 

2,394 

11.3 

275 

313 

Central  &  South  West 

2,389 

16.2 

276 

273 

Owens-Corning  Fbrgls 

2,373 

-0.1 

277 

283 

Kellogg 

2,367 

2.0 

278 

311 

Morrison-Knudsen 

2,361 

14.7 

279 

299 

Va  Electric  &  Power 

2,361 

9.2 

280 

289 

Mellon  National 

2,355 

4.8 

281 

274 

Revlon 

2,351 

282 

298 

Stop  &  Shop  Cos 

2,342 

283 

210 

Northwest  Industries 

2,307  - 

284 

276 

USF&G 

2,306 

285 

284 

Scott  Paper 

2,293 

286 

271 

Irving  Bank 

2,277 

287 

267 

Whirlpool 

2,271 

288 

247 

Pennzoil 

2,269  - 

289 

269 

McGraw-Edison 

2,260  • 

290 

335 

Duke  Power 

2,244 

291 

258 

American  Petrofina 

2,242  - 

292 

277 

Gillette 

2,239  • 

293 

329 

Turner  Construction 

2,236 

294 

279 

Wilson  Foods 

2,233  ■ 

295 

265 

NL  Industries 

2,214  - 

296 

301 

Amfac 

2,209 

297 

282 

Ogden 

2,202  ■ 

298 

304 

Times  Mirror 

2,200 

299 

344 

Zayre 

2,195 

300 

302 

Malone  &  Hyde 

2,193 

301 

306 

NICOR 

2,166 

302 

327 

St  Paul  Cos 

2,159 

303 

264 

American  Standard 

2,125  - 

304 

314 

Detroit  Edison 

2,123 

305 

337 

Northwest  Bancorp 

2,081 

306 

354 

Jack  Eckerd 

2,080 

307 

330 

Ryder  System 

2,076 

308 

286 

IU  International 

2,070 

309 

295 

Genl  Tire  &  Rubber 

2,062 

310 

312 

Superior  Oil 

2,041 

311 

281 

Beneficial  Corp 

2,040  - 

312 

357 

Walgreen 

2,039 

313 

362 

Tandy 

2,033 

314 

292 

Engelhard 

2,019  ■ 

315 

383 

H  F  Ahmanson 

2,015 

316 

334 

Grumman 

2,003 

317 

294 

MAPCO 

1,993  ■ 

318 

297 

White  Consolidated 

1,990 

319 

307 

Kemper 

1,985 

320 

340 

Petrolane 

1,978 

321 

287 

Uniroyal 

1,969  - 

322 

350 

First  Bank  System 

1,961 

323 

397 

Wetterau 

1,957  . 

324 

379 

Genuine  Parts 

1,937 

325 

355 

RepublicBank 

1,934 

326 

305 

Inn  Walter 

1,925  - 

327 

278 

Valero  Energy 

1,901  - 

328 

375 

Texas  Oil  &  Gas 

1,879 

329 

341 

Northwest  Airlines 

1,878 

330 

331 

SCM 

1,855  - 

331 

296 

Fruehauf 

1,852  - 

332 

364 

Giant  Food 

1,852 

333 

389 

Sherwin-Williams 

1,852  : 

334 

353 

Ethyl 

1,846 

335 

338 

Upjohn 

1,836  - 

I  Not  on  500  list  in  1981 
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klahoma  Shining  Bright 


Indian  Territory 

to  America's 
Industrial  Diamond 
in  just  75  years 


More  thjm  600  manufacturing  plants  chose  Oklahoma  the  past  10  years.  They  like 
Oklahoma's  plentiful  energy  supplies  and  low  energy  costs,  our  pleasant  climate 
and  central  location,  low  land  costs  and  the  nation's  outstanding  vo-tech  system  — 
33  schools  and  five  skill  centers  training  capable  workers  for  specific  jobs  in  your 
industry. 


MB*/ 


The  Prof  itable 
Place  To  Be 


write  in  confidence  to: 
Director,  Industrial  Division,  Oklahoma  Department  of 
Economic  Development,  Suite  209,  P.O.  Box  53424, 
State  Capitol  Station,  Oklahoma  City,  OK  73152. 
[Phone  405-521-2401] 


Coffee  from  Costa  Rica. . . 
Teddy  bears  to  Tacoma. . . 
and  other  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation.  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer  . 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG . . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


Transway  International  Corporation,  747  Third  Avenue.  New  York.  New  York  100T/ 


NYSE  symbol:  TNW 


The  Forbes  Sales  500 


Company 


% 
change 
Sales  over 
l$000,000)  1981 


Rank 
1982  1981 


Company 


0/ 

/o 

change 
Sales  over 
($000,000)  1981 


Rank 
1982  1981 


Company 


% 
change 
Sales  over 
($000,000)  1981 


339 

Rohm  &  Haas 

1,828 

-3.0 

343 

Castle  &  Cooke 

1,823 

-1.2 

319 

Olin 

1,823 

-8.9 

346 

Schering-Plough 

1,818 

0.5 

378 

Continental  Telecom 

1,818 

14.3 

316 

J  P  Stevens 

1,814 

-10.7 

380  Texas  Commerce  Bshs 

1,798 

13.6 

348 

Sterling  Drug 

1,796 

0.2 

402 

Crown  Central  Petrol 

1,772 

19.2 

293 

Manville 

1,772 

-18.9 

369 

Northeast  Utilities 

1,763 

6.5 

326 

Central  Soya 

1,753 

-11.2 

374 

Allegheny  Power 

1,752 

9.0 

384 

No  Indiana  Pub  Svc 

1,733 

11.3 

381 

First  City  Bancorp 

1,729 

9.4 

385 

Harris  Corp 

1,719 

10.8 

423 

Sysco 

1,713 

23.6 

ooo 

Emhart 

1,710 

-2.1 

453 

First  Executive 

1,707 

35.7 

425 

ConAgra 

1,705 

23.8 

325 

Williams  Cos 

1,691 

-14.4 

332 

Anderson,  Clayton 

1,681 

-12.9 

Whittaker 

1,674 

0.1 

i  396 

Baxter  Travenol  Labs 

1,671 

11.1 

394 

Squibb 

1,661 

9.0 

1  342 

Gould 

1,651 

-10.9 

363 

Primark 

1,639 

-2.9 

3UU 

Raymond  Intl 

1,638 

50.0 

368 

Long  Island  Lighting 

1,634 

-1.9 

393 

Chesebrough-Pond's 

1,623 

6.1 

361 

General  Signal 

1,622 

-4.7 

359 

Stauffer  Chemical 

1,618 

-6.3 

■  388 

Natomas 

1,617 

5.2 

}  365 

Foster  Wheeler 

1,615 

-3.5 

315 

Allis-Chalmers 

1,610 

-21.2 

421 

Northwest  Energy 

1,602 

14.5 

407 

E  F  Hutton  Group 

1,596 

10.6 

Sol 

riugnes  tool 

1,596 

-9.3 

416 

Baltimore  Gas  &  Elec 

1,595 

12.3 

437 

Public  Service  Colo 

1,590 

19.0 

318 

A  E  Staley  Mfg 

1,588 

-20.8 

372 

Cabot 

1,588 

-2.2 

405 

MCA 

1,588 

19.5 

'  328 

Cummins  Engine 

1,587 

-19.1 

317 

Koppers 

1,585 

-21.5 

■ 

Best  Products 

1,582 

42.6 

376 

Corning  Glass  Works 

1,579 

-1.2 

382 

Air  Prods  &  Chems 

1,569 

-0.1 

404 

Hershey  Foods 

1,566 

7.9 

447 

No  States  Power 

1,561 

21.9 

323 

Intl  Minerals  &  Chem 

1,560 

-21.4 

442 

Revco  D  S 

1,555 

18.6 

441 

Peoples  Energy 

1,542 

17.2 

390 

National  Can 

1,542 

0.5 

432 

Carolina  Pwr  &  Lt 

1,538 

14.5 

391 

406 

Republic  Airlines 

1,531 

5.7 

392 

367 

Union  Camp 

1,526 

-8.4 

393 

398 

Bank  of  New  York 

1,523 

1.9 

394 

430 

Gannett 

1,520 

11.1 

395 

■ 

Texas  Air 

1,516 

110.8 

396 

433 

Humana 

1,516 

12.9 

397 

290 

Colt  Industries 

1,512 

-32.6 

398 

419 

Chubb 

1,509 

7.1 

399 

360 

National  Distillers 

1,499 

-12.0 

400 

415 

General  Re 

1,498 

5.2 

401 

427 

Waldbaum 

1,491 

8.4 

402 

409 

Safeco 

1,488 

3.7 

403 

392 

Lear  Siegler 

1,488 

-2.8 

404 

422 

Farm  House  Foods 

1,464 

5.3 

405 

473 

Entex 

1,463 

23.3 

406 

439 

Dun  &  Bradstreet 

1,462 

9.8 

407 

418 

Pitney  Bowes 

1,455 

2.9 

408 

386 

Westvaco 

1,450 

-6.5 

409 

371 

Tiger  International 

1,446 

-11.0 

410 

477 

San  Diego  Gas  &  Elec 

1,431 

23.4 

411 

399 

Gt  Northern  Nekoosa 

1,430 

-4.3 

412 

448 

Ohio  Edison 

1,430 

11.7 

413 

452 

Mercantile  Stores 

1,428 

12.5 

414 

410 

George  A  Hormel 

1,427 

-0.5 

415 

351 

Holiday  Inns 

1,425 

-19.3 

416 

324 

Amstar 

1,422 

-28.2 

417 

424 

NBD  Bancorp 

1,406 

1.9 

418 

445 

Pacific  Pwr  &  Lt 

1,406 

9.1 

419 

457  R  R  Donnelley  &  Sons 

1,404 

12.9 

420 

414 

Seafirst 

1,398 

-1.9 

421 

435 

Brown  Group 

1,397 

4.4 

422 

420 

Hammermill  Paper 

1,396 

-0.3 

423 

■ 

First  Boston 

1,395 

64.8 

424 

476 

Gt  Western  Financial 

1,387 

18.2 

425 

429 

Crown  Cork  &  Seal 

1,352 

-1.6 

426 

391 

ASARCO 

1,351 

-11.8 

427 

428 

Alleghany 

1,350 

-1.8 

428 

484 

Mattel 

1,342 

18.3 

429 

467 

Flickinger 

1,337 

1 1.7 

430 

458 

Knight-Ridder  News 

1,328 

7.3 

431 

479 

Eastern  Gas  &  Fuel 

1,326 

14.5 

432 

401 

United  States  Gypsum 

1,325 

-11.2 

433 

464 

Gulf  States  Utils 

1,307 

7.0 

434 

■ 

PNC  Financial 

1,307 

3.8 

435 

443 

Witco  Chemical 

1,305 

1.0 

436 

480 

Wisconsin  Elec  Pwr 

1,303 

13.1 

437 

475 

Arkla 

1,297 

10.0 

438 

■ 

Rite  Aid 

1,295 

21.4 

439 

417 

Polaroid 

1,294 

-8.9 

440 

412 

Blue  Bell 

1,292 

-9.5 

441 

■ 

Capital  Holding 

1,286 

28.2 

442 

426 

Armstrong  World  Inds 

1,286 

-6.6 

443 

492 

USAir  Group 

1,273 

14.6 

444 

490 

Fischbach 

1,271 

13.6 

445 

438 

Norton 

1,264 

-5.3 

446 

■ 

Cincinnati  G  &  F 

1,261 

16.6 

447 

■ 

Bisllv  iV\anu fa c i u ri n $ 

1,254 

44.8 

448 

■ 

United  States  Shoe 

1,254 

15.3 

449 

■ 

Universal  Leaf 

1,253 

20.5 

450 

488 

Johnson  Controls 

1,252 

10.9 

451 

■ 

Republic  New  York 

1,249 

17.0 

452 

459 

AMP 

1,243 

0.7 

453 

450 

TVnith  Radio 

ijl  IMlii  l\aUIV 

1,239 

-2.8 

454 

403 

Evans  Products 

1,238 

-15.9 

455 

456 

Colonial  Penn  Group 

1,236 

-1.5 

456 

■ 

Pacific  Resources 

1,235 

14.3 

457 

358 

PACCAR 

1,230 

-29.1 

458 

485 

Penn  Power  &  Light 

1,220 

7.6 

459 

496 

Union  Electric 

1,218 

10.1 

460 

474 

Parsons 

1,214 

2.5 

461 

449 

Florida  Progress 

1,214 

-5.1 

462 

446 

New  England  Electric 

1,213 

-5.4 

463 

■ 

CBI  Industries 

1,210 

31.6 

464 

483 

Consol  Freightways 

1,204 

5.3 

465 

460 

First  Natl  Supermkts 

1,201 

-2.4 

466 

■ 

Gulf  United 

1,198 

14.9 

467 

■ 

Tektronix 

1,196 

12.6 

468 

■ 

Service  Merchandise 

1,195 

16.4 

469 

493 

McGraw-Hill 

1,194 

7.5 

470 

455 

Louisiana  Land 

1,182 

-5.8 

471 

■ 

Natl  Medical  Entrprs 

1,167 

30.8 

472 

411 

Black  &  Decker 

1,160 

-18.9 

473 

■ 

Wang  Laboratories 

1,159 

35.4 

474 

■ 

Dorchester  Gas 

1,159 

62.8 

475 

■ 

Centel 

1,156 

13.3 

476 

■ 

SCOA  Industries 

1,155 

9.2 

477 

■ 

Amer  Medical  Intl 

1,155 

26.4 

478 

395 

Dravo 

1,152 

-23.8 

479 

497 

Federal  Co 

1,150 

4.5 

480 

495 

Parker-Hannifin 

1,148 

3.8 

481 

■ 

Intl  Multifoods 

1,148 

5.5 

482 

■ 

Cameron  Iron  Works 

1,147 

23.5 

483 

486 

Roadway  Services 

1,147 

1.5 

484 

499 

Pneumo 

1,145 

4.7 

485 

■ 

Mercantile  Texas 

1,142 

37.2 

486 

■ 

Super  Food  Services 

1,129 

8.8 

487 

373 

Crane 

1,126 

-30.1 

488 

■ 

Thrifty  Corp 

1,126 

6.8 

489 

■ 

Longs  Drug  Stores 

1,123 

11.7 

490 

■ 

Oneok 

1,119 

3.1 

491 

463 

Pioneer 

1,119 

-8.7 

492 

■ 

Nash  Finch 

1,118 

4.4 

493 

■ 

Richardson-  Vicks 

1,116 

2.5 

494 

■ 

Becton,  Dickinson 

1,114 

4.5 

495 

440 

Avnet 

1,112 

-15.5 

496 

465 

West  Point-Pepperell 

1,111 

-9.1 

497 

■ 

Cleveland  Elec  Ilium 

1,109 

9.4 

498 

■ 

Illinois  Power 

1,107 

14.8 

499 

494 

Natl  Semiconductor 

1,104 

-0.5 

500 

■ 

Paine  Webber 

1,100 

7.1 

ot  on  500  list  in  1981 
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The  Forbes  Profits  500 


If  sales  flattened  out,  profits  went 
through  the  wringer.  Two  out  of  five 
companies  had  down  earnings  last 
year,  and  the  biggest  sometimes 
fared  the  worst. 


What  goes  up  must  come  down.  While  IBM  was 
rolling  up  a  33%  increase  in  profits  last  year,  oil 
companies  large  and  small  were  discovering,  along 
with  OPEC  that  the  palmy  days  were  over  for  a  while. 

Take  a  look  at  the  top  ten  companies  on  the  list  begin- 
ning on  this  page.  Seven  are  oil  companies,  and  only 
Atlantic  Richfield  among  them  escaped  a  down  year  m 
1982.  As  the  price  of  oil  drifted  down  m  the  world  oil  glut. 
Exxon's  earnings  fell  24.8%;  Mobil's,  43.3%;  Standard  of 
California's,  42.2%;  Texaco's,  44.6%. 

The  oil  companies  were  not  alone  m  gomg  through  the 
profits  wringer.  The  500  biggest  profit  generators  in  U.S. 
industry  accounted  for  a  grand  total  of  SI  12.5  billion  last 
year— a  decrease  of  9%,  Sll  billion  less  than  the  S123.8 
billion  of  1981.  More  specifically,  two  out  of  five  compa- 
nies on  the  list  showed  earnings  decreases  last  year.  A 
score  of  other*  while  they  showed  a  nominal  increase, 
failed  to  keep  up  with  last  year's  moderate  3.9%  inflation, 
as  measured  by  the  CPI. 

Cash  flow  was  another  matter.  Total  cash  flow  of  the 
500  companies  increased  from  S246.6  billion  in  1981  to 
$248.5  billion  in  i  •  That's  a  scant  improvement,  less 
than  $2  billion  to  spread  around,  but  it  was  the  second 
straight  year  in  w  ]  ;ash  flow  mcreases  exceeded  earn- 
ings growth,  leversi     the  trend  of  earlier  years. 


Net 

change 

C 

Cash 

Rank 

profits 

over 

flow  I 

1982  1981 

Companv 

^OOO.OOO1 

1981 

,S0O0.0O0i 

1 

1 

American  Tel  S.  Tel 

6,992.0 

1.5 

20,846 

2 

3 

IBM 

4409.0 

333 

9,698 

3 

2 

Exxon 

4,185.9 

-24.8 

10,156 

4 

Standard  Oil  Ohio 

1,879.0 

-3.5 

2,973 

5 

8 

Standard  Oil  Ind 

1,826.0 

-5.0 

3,915 

6 

11 

General  Electric 

1,817.0 

10.0 

2,934 

7 

10 

Atlantic  Richfield 

1,676.1 

03 

3,844 

8 

9 

Shell  Oil 

1,605.0 

-5.7 

3,490 

9 

4 

Mobil 

1380.0 

-433 

3,547 

10 

5 

Standard  Oil  Calif 

1,377.0 

—42.2 

2,730 

11 

6 

Texaco 

1,281.0 

-44.6 

2,691 

12 

12 

Eastman  Kodak 

1,162.0 

-6.2 

1,945 

13 

75 

General  Motors 

962.7 

188.8 

5  589 

14 

13 

Gulf  Oil 

900.0 

-26.9 

2,979 

15 

14 

E  I  du  Pont 

894.0 

-173 

3,387 

16 

R  1  Reynolds  Inds 

870.0 

133 

1,535 

17 

:- 

GTE 

835.6 

15.7 

2  643 

18 

32 

Sears.  Roebuck 

829.7 

40.1 

2,114 

19 

20 

Tenneco 

819.0 

0.8 

2,241 

20 

34 

Pacific  Gas  &.  Elec 

810.2 

43.5 

1,241 
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FORBES  MAY  9 


WE'VE  JUST  CREATED  A  NEW 
CLASS  OF  EXPERTS  TO  ANSWER  YOUR 
NEEDS  FOR  THE  FUTURE. 

Over  the  years,  the  task  of  finding  the  right  health  care  coverage  has  become 
increasingly  more  complex.To  answer  this  growing  concern,  the  Blue  Cross  and  Blue  Shield 
organizations  have  established  the  Certified  Health  Consultant  (CHC)  Program. 

The  first  curriculum  of  its  kind,  the  CHC  program  provides  our  Plan  representatives 
with  intense  training  in  all  aspects  of  health  care  financing  and  delivery.  This  unique  educa- 
tion, combined  with  decades  of  Blue  Cross  and  Blue  Shield  Plan  experience,  certifies  CHC 
graduates  as  leaders  in  their  field. 

But  the  CHC  Program  is  only  one  dimension  of  our  new  approach  to  meeting  your 
specific  needs— The  Blue  Cross  and  Blue  Shield  Metamatrix  System. With  increased  benefit 
flexibility,  flexible  financing,  effective  cost  containment  and  paperless  claims  processing,  the 
Metamatrix  System  represents  the  latest  innovation  in  health  care  protection  from  the  largest, 
most  experienced  source. 

For  more  information  on  America's  leader  in  health  care  coverage,  contact  your 
local  Blue  Cross  and  Blue  Shield  Plan. 

AMERICA'S#1  GET  WELL  CARD. 

Blue  Cross® 
Blue  Shield 

©Registered  Marks  Blue  Cross  and  Blue  Shield  Association 


The  Forbes  Profits  500 


/o 

Cash 

0/ 

lo 

1 

Net 

change 

Cash 

flow 

Net 

change 

Cash 

Rank 

profits 

over 

flow 

rank 

Rank 

profits 

over 

flow  1 

1982  1981 

Company 

Knnn  nnm 

1981 

f%nnn  nnni 

1982 

1982  1981 

Company 

1  (ruin  rwwil 

1  Oft  1 

1  7fl  1 

1  v  1 11 11 1  iinir 

Zl 

Union  Oil  California 

0U4.U 

l.o 

1  007 

1,70/ 

7 1 
z  1 

81 

97 

McDonald's 

300.6 

13.5 

528 

00 

zz 

ZD 

Philip  Morris 

781.8 

1  c  / 

1,181 

32 

82 

94 

Emerson  Electric 

300. 1 

9.8 

402 

Zo 

1ft 
Zo 

Procter  &  Gamble 

777.0 

16.3 

1,127 

34 

83 

1  f)7 

Mfrs  Hanover 

294.9 

17.0 

529 

24 

36 

Citicorp 

723.0 

36.2 

1,386 

29 

84 

43 

Boeing 

292.0 

-38.3 

736 

25 

19 

Clfttv  Oil 

688.7 

—  19  3 

2  020 

20 

85 

51 

Teledy  ne 

780  A 
zoy  .0 

14  ^ 

1^7 

ZO 

29 

inti  i  ei  is.  i  ei 

000. 1 

j.  1 

1  A  21 
Z,4oZ 

1 7 

86 

111 

Abbott  Laboratories 

z»y.  1 

1/10 

lo.y 

a  1  n 
41U 

Z/ 

i  ft 
lo 

Phillips  Petroleum 

o4o.U 

— Zo.J 

1  mo 

i,yiy 

7d 

Z*T 

87 

136 

Anheuser-Busch  Cos 

287.3 

32.1 

531 

oq 

Zo 

1  7 

LI 

Minn  Mining  &  Mfg 

631.0 

-6.3 

1,003 

10 

88 

95 

Burlington  Northern 

283.8 

4.3 

367 

29 

47 

Commonwlth  Edison 

606.7 

34.9 

877 

44 

89 

109 

Consumers  Power 

280.5 

13.2 

395 

30 

38 

A  m  oft  pin  FvnrPCC 

1 1  rn. j ii  cApicss 

58 1 .0 

12.2 

1  912 

25 

90 

122 

rciiii  ruwcr  oc  Ligin 

278  9 

1  4A 

>  i 

• 

American  Home  Prod 

560. 1 

lz.o 

0/4 

61 

91 

117 

Va  Electric  &  Power 

278.6 

1 7.2 

613 

10 

So  Calif  Edison 

i5DD.O 

^  1  a 
M.4 

boo 

69 

92 

68 

Allied  Corp 

272.0 

—21.8 

535 

JO 

16 

Sun  Company 

537.0 

-50.1 

1,954 

22 

93 

103 

Honeywell 

271.3 

5.9 

579 

34 

44 

Johnson  &  )ohnson 

523.4 

11.9 

768 

53 

94 

131 

Niagara  Mohawk  Pwr 

268.5 

21.7 

377 

35 

40 

At  llld  Lilt    Cv  L.d3 

52 1 .9 

6.3 

1  150 

33 

95 

127 

Elnnflfi  Pnuror  &    f  t 

run  itid  ruwci  oc  l  i 

266  7 

1 0  n 

36 

42 

Coca-Cola 

D  11.2. 

0.0 

7on 

50 

96 

116 

_ 

Houston  Natural  Gas 

zoZ.  / 

1  n  1 
1U.  1 

439 

17 

26 

Halliburton 

A  OA  8 

— Zo.o 

Q71 

40 

97 

133 

K  mart 

Zol.H 

100 

lo.y 

C  77 

D/  / 

38 

48 

Consolidated  Edison 

492.6 

9.9 

820 

46 

98 

446 

SEDCO 

260.0 

291.6 

360 

39 

17 

CIGNA 

490.1 

-49.1 

1,718 

26 

99 

151 

Central  &  South  West 

259.2 

26.8 

474 

40 

76 

Smithprn  fomnanv 

JUUIIICIU    VyUUlUd  Hi 

449.3 

37.8 

1,273 

30 

100 

125 

Wsmpr  r^nm m  11  n 

*  »  al  III  1    V.  U  HI  ill  U  11 

257.8 

13.8 

352 

41 

52 

Westinghouse  Elec 

A  AO  1 

Z.o 

7/1  7 

54 

101 

120 

Detroit  Edison 

254.7 

8.7 

463 

42 

61 

SmithKline  Beckman 

«1/f  C  1 

44o.Z 

ZU.o 

86 

102 

126 

Baker  International 

"t  AQ  C 

1  n  c 

4ZU 

43 

67 

Texas  Utilities 

428.6 

19.3 

680 

60 

103 

1 12 

Goodyear 

247.6 

1.5 

527 

44 

45 

United  Technologies 

426.9 

-6.7 

790 

49 

104 

163 

Texas  Oil  &  Gas 

247.1 

28.7 

55 1 

45 

31 

423.7 

-29.2 

1  538 

27 

105 

149 

V  1  It  1(1  ltdl  1MCW    1  UIK 

240  6 

1 7.3 

425 

46 

72 

Digital  Equipment 

41  /  .Z 

11  c 

Zi.j 

C71 
D  1  1 

85 

106 

146 

INLK 

"I1A  A 

lZ.o 

47 

57 

Merck 

41d.  1 

4.Z 

OZo 

72 

107 

147 

Security  Pacific 

Zo4.j 

IOC 

3ZZ 

48 

71 

American  Intl  Group 

412.7 

19.5 

742 

55 

108 

205 

Public  Service  Ind 

233.2 

53.8 

29 1 

49 

60 

Eli  Lilly 

411.8 

10.0 

531 

96 

109 

102 

Federated  Dept  Stores 

232.8 

-10.0 

457 

50 

■ 

NJnrrnlL  Cniitnprn 

41 1 .4 

-17  8 

779 

52 

110 

135 

\_ L  V—  IlllCIIldllUElal 

231  6 

6  1 

304 

51 

69 

J  P  Morgan 

1QA  1 

17/1 
M.4 

D4Z 

07 

111 

156 

Arizona  Public  Serv 

Zol.U 

1  f.U 

IAD 

0U0 

52 

58 

]  C  Penney 

201  7 

oy  1 .  / 

1  7 
1 .0 

oo4 

63 

112 

216 

Amer  Hospital  Supply 

229.5 

56.5 

285 

53 

49 

BankAmerica 

389.6 

-12.5 

1,127 

It 

O  J 

ill 

148 

Kellogg 

227.8 

10.9 

311 

54 

81 

Hewlett-Packard 

383.0 

22.8 

640 

67 

114 

152 

Carolina  Pwr  &  Lt 

227.1 

11.6 

369 

55 

59 

4  tn priran  Rr  jnns 
/A1IICI I  La  11  D I  allUS 

381. 1 

—1.3 

446 

126 

115 

159 

f_  pnpril   W  1  1 1 1» 
1 1     lit  I  J  1  iTllllS 

225  5 

14.7 

367 

56 

84 

Beatrice  Foods 

ICQ  1 

no 
1  /  .0 

oUZ 

76 

IK, 
110 

74 

PepsiCo 

It  A  2 

ZZ4.J 

31  7 

— ol.  f 

c  1  n 
olU 

57 

70 

Uart  <a  Kratt 

350.3 

0.8 

/CO  C 
003 

SO 

117 

1  81 

Tandy 

224. 1 

32. 1 

261 

58 

73 

Duke  Power 

349.9 

4.1 

657 

64 

1 1  ft 
110 

Superior  Oil 

223.4 

-38.2 

942 

59 

83 

Bristol-Myers 

348.7 

14.0 

430 

132 

119 

165 

Bankers  Trust  NY 

223.1 

18.7 

375 

60 

99 

Psih  '->vr  Flpr  X;  Cac 

iao  9. 

OH-Z.O 

70  8 

45 

120 

■ 

Df  A 

111  A 

117  7 
J  1  z.z 

^  S81 

61 

35 

Dow  Chemical 

342.0 

— oy.4 

1  r\A7 
l,Uo/ 

IS 

00 

171 
111 

Sperry 

221.0 

— zy.  1 

1  T  1 

aZo 

62 

63 

CSX 

338.4 

—8.0 

596 

77 

1  00 
1ZZ 

1  1  ft 
1  lo 

First  Interstate  Bancp 

221 .2 

—6.3 

448 

63 

90 

Phibro-Salomon 

337.0 

16.5 

439 

1  70 
1  zy 

tox 

Oft 

Loews 

221.0 

-16.4 

628 

64 

93 

Phila  Electric 

336.2 

21.1 

522 

106 

124 

101 

Panhandle  Eastern 

219.9 

-16.0 

513 

65 

62 

impririti  [ .'  ]  ,  > ,  ■  Pnuiar 

.aihiiil tin  cicc  ruwcr 

q  n 

— 7  .u 

804 

47 

125 

171 

McDonnell  Douglas 

7 lj.  7 

Z  1 .  J 

382 

66 

129 

Pfizer 

332.8 

50.4 

462 

1  1  8 

1  7A 
1  Zu 

Kerr-McOee 

209.8 

-0.7 

583 

67 

86 

Rockwell  Intl 

331.6 

1  7  ^ 
U.o 

OO 

yy 

1  07 

1Z/ 

inn 
zuu 

1  .,..1  .1  i  ■  1  in 

Cleveland  Llec  Ilium 

209.0 

34.2 

292 

68 

50 

Monsanto 

329.0 

-26.1 

880 

4o 

IZo 

Lockheed 

207.3 

D-P 

304 

69 

55 

Union  Pacific 

326.8 

-20.5 

788 

51 

129 

215 

InterFirst 

206.8 

41.0 

322 

70 

64 

W  R  (  ril  l* 

1 1  a 

Am 

75 

130 

178 

Dayton-Hudson 

7flA  7 

10  7 

iy.z 

141 

71 

77 

Raytheon 

318.8 

-1.6 

512 

109 

131 

170 

General  Re 

206.6 

16.4 

911 
JZZ 

72 

82 

Litton  Industries 

315.0 

1.1 

577 

82 

132 

199 

Union  Electric 

205.5 

30.8 

181 

73 

96 

Nabisco  Brands 

314.7 

18.2 

446 

125 

133 

177 

SONAT 

204.6 

17.8 

464 

74 

92 

Middle  South  Utils 

310.6 

10.3 

141 

367 

134 

196 

St  Paul  Cos 

204.2 

28.1 

396 

75 

66 

Travelers 

309.9 

-13.8 

3,059 

10 

135 

184 

American  General 

202.7 

20.0 

1,099 

76 

30 

Union  Carbide 

309.7 

-52.3 

714 

58 

136 

100 

United  Telecom 

201.6 

-23.0 

639 

77 

110 

Long  Island  Lighting 

309.4 

24.9 

232 

249 

137 

104 

General  Foods 

200.2 

-21.6 

537 

78 

478 

Metromedia 

309.2 

417.9 

354 

170 

138 

150 

Kimberly-Clark 

197.4 

-3.6 

294 

79 

154 

Merrill  Lynch 

308.8 

52.2 

428 

134 

139 

189 

Pacific  Pwr  &  Lt 

197.3 

17.8 

441 

80 

54 

Chase  Manhattan 

307.5 

-25.4 

520 

107 

140 

145 

Colgate-Palmolive 

196.9 

-5.5 

262 

Not  on  500  list  in  1981.    D-P  deficit  to  profit. 
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"When  I'm  not  on  a  horse, 
I'm  on  the  phone" 

-Larry  Mahan,J| 
Rodeo  Champion  & 
Western  Wear  Designer 


IF  YOU'RE  ON 
THE  PHONE  A  LOT, 
THE  CALLING  CARD 

HELPS  A  LOT. 

"For  me,  the  rodeo  isn't  all  play  It's  a  business 
that  keeps  me  on  the  go.  So  if  I'm  not  reaching  for 
the  reins,  I'm  reaching  for  the  phone.  That's  why  I 
use  the  Calling  Card  from  Bell.  It  really  comes  in 
handy  helping  me  stay  on  top  of  things. 

"Wherever  I  roam  away  from  home,  the 
Calling  Card  is  the  fastest,  easiest  and  cheapest 
way  to  make  most  calls.  There's  no  charge  for  the 
Calling  Card,  and  you  can  use  it  just  about  any- 
where. 

"Even  the  Wild  West." 

HOW  IT  WORKS: 

1.  You  get  your  own  private  Calling  Card  number. 

2.  You  won't  have  to  wait  anymore  while  an  operator 
verifies  your  billing  to  a  third  number  or  collect. 

3.  After  you  dial  your  call,  just  enter  your  Calling 
Card  number  if  you're  in  an  area  that's  automated- 
or,  if  not,  just  tell  it  to  the  operator. 


I  %* 

4.  When  you  have  many  calls  to  make,  you  can  do 
it  even  faster  now.  Just  one  extra  touch  charges 
each  call. 

5.  You'll  pay  less.  On  most  interstate  calls  you're 
charged  a  lower  rate  than  billing  them  to  a  third 
number,  calling  collect  or  even  using  coins. 

6.  You'll  get  all  your  Calling  Card  calls  itemized  on 
one  monthly  statement. 

HOW  TO  GET  YOURS: 

It's  as  simple  as  using  it.  To  order,  just  call  your 
local  Bell  business  office.  There's  no  charge  for 
the  Card.  You  can  get  Cards  for  other  family 
members,  too. 


Larry  Malian 
Ptioenix,  AZ 


CajlingCard 


311  555  4742  1111 


(§)  Bell  System 


The  Forbes  Profits  500 


Rank 
1982  1981 


Company 


Net 
profits 
i$000,0001 


change 
over 
1981 


Cash 
flow 
lSOOO.0001 


Cash 
flow 
rank 
1982 


141 

134 

Avon  Products 

196.6 

-10.6 

304 

'  197 

142 

124 

TRW 

196.3 

-14.2 

268 

220 

143 

166 

Ohio  Edison 

195.6 

6.9 

322 

183 

144 

190 

H  I  Heinz 

192.8 

15.1 

253 

230 

145 

445 

Brunswick 

192.3 

188.1 

265 

222 

146 

181 

Carnation 

190.6 

10.6 

237 

244 

147 

79 

NL  Industries 

188.8 

-40.3 

452 

121 

148 

128 

Pennzoil 

188.7 

-14.9 

548 

89 

149 

207 

Baxter  Travenol  Labs 

186.9 

24.1 

278 

214 

150 

53 

Northwest  Industries 

184.6 

-56.0 

377 

158 

151 

160 

Columbia  Gas  System 

184.5 

-5.6 

488 

111 

152 

168 

Schering-Plough 

183.5 

23 

244 

239 

153 

360 

Ashland  Oil 

180.9 

100.9 

409 

141 

154 

130 

Transamerica 

180.8 

-18.1 

651 

66 

155 

179 

Gannett 

180.5 

4.6 

270 

219 

156 

115 

Continental  Group 

180.4 

-24.8 

451 

122 

157 

114 

Santa  Fe  Industries 

180.2 

-25.6 

523 

104 

158 

138 

L  td  Energ>'  Resources 

178.6 

-17.2 

399 

146 

159 

362 

MCA 

176.2 

96.2 

316 

189 

160 

■ 

\\  amer-Lambert 

175.0 

1,797.3 

244 

238 

161 

210 

Baltimore  Gas  &.  Elec 

174.8 

16.8 

360 

168 

162 

78 

Dresser  Industries 

172.3 

-45.6 

352 

172 

163 

285 

Hospital  Corp  of  .Am 

171.9 

54.7 

388 

150 

164 

227 

Texas  Commerce  Bshs 

170.0 

23.6 

254 

229 

165 

174 

Motorola 

169.5 

-3.2 

430 

133 

166 

140 

.Amerada  Hess 

168.7 

-20.7 

667 

62 

167 

87 

Gulf  &  Western  Inds 

168.6 

--42. 1 

69 

488 

168 

182 

Borg-Warner 

167.4 

-2.7 

278 

215 

169 

206 

Gulf  States  L'tils 

166.0 

10.0 

246 

235 

170 

195 

Borden 

165.9 

3.7 

266 

221 

171 

132 

Texas  Eastern 

161.3 

-26.9 

509 

110 

172 

226 

Am  Natural  Resources 

161.1 

16.7 

432 

131 

173 

37 

International  Paper 

160.8 

-69.4 

351 

173 

174 

239 

.Allegheny  Power 

160.7 

21.3 

319 

187 

175 

218 

Amer  Broadcasting 

160.0 

9.4 

245 

237 

176 

203 

Consol  Natural  Gas 

159.8 

5.3 

382 

154 

177 

278 

Safeway  Stores 

159.7 

39.4 

406 

142 

178 

213 

Combustion  Eng 

158.1 

73 

283 

210 

179 

193 

Murphy  Oil 

157.8 

-3.2 

547 

90 

180 

246 

No  States  Power 

157.7 

23.6 

413 

138 

181 

158 

ENSERCH 

157.4 

-20.1 

401 

145 

182 

289 

San  Diego  Gas  &  Elec 

157.3 

42.8 

196 

285 

183 

223 

Consolidated  Foods 

156.7 

11.7 

334 

178 

184 

247 

Illinois  Power 

156.4 

22.7 

186 

303 

185 

23 

Occidental  Petroleum 

155.6 

-78.5 

723 

57 

186 

142 

PPG  Industries 

155.1 

-26.6 

383 

152 

187 

173 

Archer  Danls  Midland 

155.0 

-11.9 

282 

211 

188 

284 

Squibb 

153.6 

38.0 

183 

313 

189 

191 

Control  Data 

153.3 

-8.0 

542 

91 

190 

212 

Time  Inc 

153.1 

2.9 

300 

199 

101 

198 

Fluor 

152.8 

-4.1 

377 

156 

192 

290 

Cameron  Iron  Works 

152.6 

38.7 

207 

273 

193 

225 

FMC 

152.4 

9.2 

320 

186 

104 

343 

Northeast  Utilities 

151.2 

59.0 

362 

166 

1«5 

221 

Continental  Telecom 

150.5 

4.6 

482 

113 

196 

281 

Portland  Genl  Elec 

150.2 

33.7 

233 

248 

10- 

242 

Campbell  Soup 

149.6 

15.3 

302 

198 

198 

260 

Diamond  Shamrock 

149.5 

23.3 

447 

124 

100 

105 

Hughes  Tool 

147.6 

^42.2 

298 

200 

200 

302 

N  Y  State  Elec  s.  Gas 

145.1 

34.6 

185 

304 

ro 

Cj 

* 

Net 

change 

Cash 

fk 

Rank 

profits 

over 

flow 

ra 

1982 

1981 

Company 

iSOOO.0001 

1981 

iS0O0,0O01 

19 

201 

300 

Texas  Instruments 

144.0 

32.7 

483 

11 

202 

263 

RepublicBank 

143.8 

19.8 

225 

21 

203 

245 

Kroger 

143.8 

12.3 

291 

2C 

204 

231 

.Tiei  i  me 

1  Al  1 

A  A 

fl  7 

•>< 
lit 

205 

259 

Dun  &  Bradstreet 

142  1 

17.0 

179 

X 

206 

249 

May  Dept  Stores 

141.7 

12.2 

249 

— 

r 

207 

308 

G  D  Searle 

140.4 

33.8 

183 

31 

208 

119 

Weyerhaeuser 

140.0 

^*0.3 

573 

( 

209 

208 

Times  Mirror 

1  1Q  o 

7  C\ 

7* 

210 

251 

Whirlpool 

139.0 

10.7 

233 

24 

211 

255 

Wells  Fargo 

138.6 

11.8 

276 

2 

212 

202 

Intl  Minerals  &.  Chem 

137.4 

-10.7 

279 

2 

213 

224 

Transco  Energy 

137.0 

-23 

525 

11 

214 

267 

First  Chicago 

1  j.L 

zyo 

Zl 

215 

■ 

Morton  Thiokol 

136.5 

157.6 

284 

21 

216 

266 

Pillsburv 

136.3 

14.0 

248 

2. 

217 

265 

R  H  Macy 

135.6 

13.3 

196 

21 

218 

91 

Cooper  Industries 

135.1 

-52.5 

208 

2 

219 

253 

Gillette 

fl  7 

o.  f 

If 

220 

113 

InterNorth 

135.1 

—44.5 

459 

221 

272 

Mellon  National 

134.4 

163 

209 

2i 

222 

279 

Utah  Power  &  Light 

133.4 

17.7 

227 

1 

223 

254 

General  Dynamics 

132.8 

7.0 

385 

1 

224 

299 

a  ^  on 

J.Z.XJ 

177 

off 

1 
1 

225 

157 

American  Cyanamid 

132.1 

-33.0 

308 

1 

226 

241 

Sterling  Drug 

132.0 

13 

176 

3 

227 

306 

Wisconsin  Elec  Pwr 

131.6 

24.8 

260 

1 

228 

186 

Perm  Central 

131.5 

-22.1 

341 

1 

229 

316 

Cincinnati  G  &  E 

17  A 

loo 

x 

230 

276 

Mesa  Petroleum 

129.9 

12.9 

192 

i 

231 

257 

Pacific  Lighting 

128.9 

4.6 

204 

2 

232 

351 

Humana 

127.1 

36.5 

227 

2 

233 

264 

Farmers  Group 

126.6 

6.4 

212 

2 

234 

180 

Levi  Strauss 

iZO.D 

— ZO.D 

1  7fi 

1  f  o 

1 

0 

235 

137 

Houston  Industries 

126.2 

-41.7 

605 

236 

167 

Upjohn 

126.0 

^0.7 

192 

2 

237 

222 

Household  Intl 

125.4 

-11.8 

443 

1 

238 

277 

Chesebrough-Pond's 

125.3 

9.1 

168 

3 

239 

268 

Dint  fit  Rnttnn 

1244 

4.9 

3 

240 

384 

Wal-Mart  Stores 

124.1 

49.9 

164 

3 

241 

185 

Union  Camp 

124.0 

-26.6 

271 

2 

:42 

209 

Stauffer  Chemical 

123.5 

-17.6 

327 

1 

243 

238 

Lincoln  National 

1213 

-8.6 

1,116 

244 

■ 

Tosco 

120.9 

435.5 

146 

3 

245 

261 

Marsh  &  McLennan 

120.4 

0.3 

131 

3 

246  244  First  City  Bancorp  120.3  -6.8  195 

247  188  Southern  Pacific  120.1  -28.4  365 

248  282  Rowan  Cos  119.4  6.8  199 

249  292  Potomac  Elec  Power  119.0  8.5  227 

250  233  AMP  118.9  -11.8  196 


251  322 

252  301 

253  337 

254  187 

255  240 


256 
257 


Public  Service  Colo 
Public  Service  N  M 
First  Bank  System 
USF&G 
Texas  Gas 


116.5 
115.8 
114.7 
114.1 
113.5 


15.6 
73 

18.5 
-32.3 
-13.4 


139 
192 


258  348 

259  175 

260  332 


243 
125 
206 
800 

253 


Signal  Cos  113.2  -47.1  287 

CBS  112.5  -31.3  214 

Davton  Power  &  Light  112.2  19.4  152 

Revlon  111.1  -364  196 

McGraw-Hill  110.0  12.1  138 


Not  on  500  list  in  1981 


FORBES  MAY  9 


Irs  Rewarding  To  Be  One  Of  THe  Top  50* 
Community  Shopping  Center  Developers. 

Irs  An  HonorTo  Be  Number  One. 


We  couldn't  be  prouder.  It's  an  achievement  we  plan  on  repeating  year  after  year.  For  more  information, 

please  send  your  inquiry  to:  Al  Lipkin  V.  R/Leasing, 
National  Property  Analysts,  Inc.,  1804  Rittenhouse  Square,  PA  19103.  Or  call  1-800-223-3821. 

National  Property  Analysts,  Inc. 

THE  MOST  IMPORTANT  THING  OUR  REAL  ESTATE  EARNS  IS  YOUR  TRUST 

PHILADELPHIA,  NEW  YORK,  LOS  ANGELES,  SAN  FRANCISCO,  ST  LOUIS,  OKLAHOMA  CITY 

*As  named  by  National  Mall  Monitor,  the  leading  trade  publication  for  Shopping  Center  Developers. 


The  Forbes  Profits  500 


% 

Cash 

% 

C. 

Net 

change 

Cash 

flow 

* 

Net 

change 

Cash 

fl 

Rank 

profits 

over 

flow 

rank 

Rank 

profits 

over 

flow 

ri 

1982  1981 

Company 

($000,000) 

1981 

lSOOO,000) 

1982 

1982  1981 

Company 

($000,000) 

1981 

($000,000) 

1! 

261 

358 

Mpw  FnpljinH  Flprfrir 

108.3 

19.1 

202 

281 

321 

■ 

MCI  Communications 

86.5 

361.3 

185 

j 

262 

309 

Centel 

108.2 

3.5 

285 

207 

322 

326 

Jefferson-Pilot 

86.1 

-13.9 

136 

3 

263 

347 

Southland 

108.1 

14.7 

235 

246 

323 

269 

Interco 

85.8 

-27.7 

137 

1 

264 

270 

General  Signal 

107.8 

-8.0 

153 

348 

324 

352 

Rohm  &  Haas 

85.6 

-8.0 

203 

2 

265 

349 

Esmark 

107.6 

14.7 

206 

276 

325 

401 

Global  Marine 

84.9 

6.4 

204 

2 

266 

291 

Safeco 

107.6 

-2.1 

192 

294 

326 

448 

Kansas  Gas  &  Elec 

84.7 

28.3 

55 

267 

296 

Duouesne  Light 

107.3 

-1.5 

159 

346 

327 

273 

City  Investing 

84.6 

-26.7 

403 

1 

268 

412 

Wang  Laboratories 

107.1 

37.2 

189 

299 

328 

204 

Textron 

84.4 

-44.4 

136 

3 

269 

328 

Capital  Holding 

106.9 

7.6 

588 

78 

329 

330 

Kidde 

84.2 

-15.1 

141 

3 

270 

379 

Waste  Management 

106.5 

26.8 

198 

283 

330 

369 

Joy  Manufacturing 

83.7 

-4.6 

125 

4i 

271 

232 

Greyhound 

106.2 

-21.4 

246 

236 

331 

280 

Hilton  Hotels 

83.4 

-26.0 

131 

3 

272 

250 

Air  Prods  &  Chems 

105.7 

-16.2 

311 

191 

332 

437 

Pitney  Bowes 

83.1 

19.5 

179 

3 

273 

381 

Toledo  Edison 

105.5 

26.9 

129 

393 

333 

425 

Ryder  System 

82.6 

11.6 

327 

1 

274 

153 

Continental  Corp 

105.2 

-48.3 

208 

272 

334 

465 

Allied  Bancshares 

82.3 

30.9 

131 

3 

275 

404 

Oklahoma  Gas  &  Elec 

105.1 

32.9 

203 

279 

335 

481 

Western  Union 

82.3 

39.4 

229 

1 

276 

■ 

PNC  Financial 

104.5 

9.0 

144 

364 

336 

236 

Smith  International 

82.3 

-38.2 

147 

3 

277 

329 

Petrolane 

104.3 

5.1 

190 

297 

337 

315 

Florida  Progress 

82.1 

-20.0 

241 

2 

278 

298 

Belco  Petroleum 

104.0 

-AA 

181 

315 

338 

451 

NBD  Bancorp 

81.7 

25.3 

125 

4 

279 

342 

Winn-Dixie  Stores 

103.5 

8.5 

215 

261 

338 

334 

Valero  Energy 

81.7 

-16.1 

138 

3 

280 

■ 

Chrysler 

103.2 

D-P 

563 

87 

340 

408 

E  F  Hutton  Group 

81.1 

2.9 

174 

3 

281 

323 

Knight-Ridder  News 

102.9 

2.6 

162 

341 

341 

335 

Irving  Bank 

81.0 

-16.5 

129 

3 

282 

464 

Mercantile  Texas 

102.0 

62.0 

150 

351 

342 

403 

Kansas  City  Pwr  &  Lt 

80.9 

2.3 

86 

4 

283 

414 

Genuine  Parts 

100.2 

29.2 

115 

416 

343 

275 

Mitchell  Energy  &  Dev 

80.3 

-30.3 

237 

2 

284 

258 

Walt  Disney 

100.1 

-17.6 

217 

259 

344 

420 

Emhart 

80.2 

6.2 

122 

4 

285 

338 

Puget  Sound  Pwr  &  Lt 

99.2 

2.6 

114 

419 

345 

■ 

Idaho  Power 

80.1 

66.7 

165 

3 

286 

307 

Q u a k t' r  Oats 

96.9 

-7.9 

169 

333 

346 

398 

Tektronix 

79.5 

-0.9 

145 

3 

287 

394 

Capital  Cities  Com m un 

96.3 

19.6 

138 

373 

347 

229 

National  Distillers 

79.1 

-42.2 

135 

3 

288 

383 

So  Carolina  E  &.  G 

96.1 

16.0 

148 

353 

348 

312 

Norton  Simon 

79.1 

-23.7 

216 

2 

289 

370 

Arkla 

95.4 

8.9 

195 

288 

349 

■ 

Amer  Medical  Intl 

78.8 

55.1 

166 

3 

290 

388 

Zapata 

95.3 

16.6 

206 

274 

350 

331 

USLIFE 

78.7 

-20.1 

210 

2 

291 

364 

Gulf  United 

94.8 

6.5 

247 

234 

351 

346 

Gt  Northern  Nekoosa 

78.5 

-17.4 

180 

3 

292 

373 

Marriott 

94.3 

9.5 

231 

250 

352 

435 

Associated  Dry  Goods 

78.4 

12.4 

163 

5 

293 

395 

Hershev  Foods 

94.2 

17.2 

139 

369 

353 

479 

Federal  Express 

78.4 

32.1 

156 

3 

294 

359 

Ethyl 

93.5 

2.9 

171 

331 

354 

106 

Continental  Illinois 

77.9 

-69.4 

585 

295 

■ 

First  Boston 

93.0 

101.0 

100 

442 

355 

368 

Masco 

77.6 

-12.1 

120 

4 

296 

340 

Gould 

92.8 

-3.0 

163 

340 

356 

355 

GEICO 

77.5 

-15.4 

76 

4 

297 

382 

Fort  Howard  Paper 

92.4 

11.3 

137 

374 

357 

419 

Becton  Dickinson 

76.7 

1.1 

138 

3 

298 

341 

Lucky  Stores 

92.2 

-3.4 

194 

292 

358 

363 

Tucson  Electric  Pwr 

76.4 

-14.9 

210 

2 

299 

295 

So  New  England  Tel 

91.7 

-15.8 

278 

213 

359 

406 

Parker  Drilling 

76.3 

-3.4 

173 

3 

300 

155 

Martin  Marietta 

91.6 

-54.2 

188 

301 

360 

462 

Southwestern  Pub  Svc 

76.3 

19.6 

v  109 

4 

301 

415 

Public  Service  N  H 

91.6 

18.7 

43 

498 

361 

219 

Louisiana  Land 

76.3 

-47.5 

390 

1 

301 

■ 

VF 

91.6 

75.5 

107 

428 

362 

430 

Roadway  Services 

76.2 

6.0 

1 19 

4 

303 

211 

Burroughs 

91.2 

^8.8 

471 

115 

363 

■ 

NCNB 

76.1 

38.4 

127 

3 

304 

405 

R  R  Donnelley  &  Sons 

91.2 

15.4 

181 

316 

364 

228 

Holiday  Inns 

76.0 

^4.7 

339 

1 

305 

389 

Bally  Manufacturing 

91.0 

11.4 

173 

330 

365 

422 

Helmerich  &  Payne 

75.7 

0.6 

126 

3 

306 

367 

Allied  Stores 

90.7 

2.6 

176 

324 

366 

311 

Harris  Corp 

75.6 

-27.3 

183 

3 

307 

455 

American  Stores 

90.4 

40.0 

184 

306 

367 

436 

Tore  hm  ark 

75.4 

8.2 

317 

1 

308 

361 

General  Instrument 

90.0 

32.2 

146 

360 

368 

■ 

Natl  Medical  Entrprs 

75.2 

45.2 

136 

3 

309 

339 

Dover 

89.8 

-6.6 

128 

394 

369 

400 

Kemper 

75.0 

-6.3 

411 

1 

310 

325 

Northwest  Bancorp 

89.1 

-11.0 

209 

269 

370 

333 

Corning  Glass  Works 

74.5 

-23.5 

114 

4 

311 

377 

CBI  Industries 

88.2 

4.8 

160 

343 

371 

235 

Scott  Paper 

74.5 

—44.2 

370 

1 

312 

317 

Jewel  Cos 

88.1 

-13.3 

162 

342 

372 

313 

Chubb 

74.2 

-28.3 

179 

3 

313 

432 

Dow  Jones 

88.1 

23.4 

120 

406 

373 

336 

MAPCO 

73.8 

-23.8 

218 

2 

314 

288 

Cabot 

88.0 

-20.1 

160 

344 

374 

482 

Delmarva  Power  &  Lt 

73.6 

25.3 

135 

3 

315 

390 

Marine  Midland  Bks 

87.0 

7.0 

175 

325 

375 

310 

North  Amer  Philips 

73.6 

-29.3 

146 

3 

316 

230 

Hercules 

86.9 

-36.4 

183 

310 

376 

439 

Foremost-McKesson 

73.5 

6.2 

117 

4 

317 

297 

Big  Three  Industries 

86.8 

-20.3 

184 

307 

377 

350 

Reading  &.  Bates 

73.3 

-21.6 

186 

31 

318 

444 

Brown-Forman  Dist 

86.8 

29.0 

100 

441 

378 

485 

Bank  of  New  York 

73.2 

25.9 

146 

3 

319 

256 

NICOR 

86.8 

-29.6 

306 

194 

379 

418 

Lear  Siegler 

72.3 

-5.0 

103 

4 

320 

324 

Combined  Internatl 

86.6 

-13.6 

258 

227 

380 

314 

Square  D 

71.7 

-30.3 

111 

4 

Not  on  500  list  in  1981.    D-P:  deficit  to  profit. 
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The  1982  New  \brk  City  Marathon,  co-sponsored  by  Manufacturers  Hanover 


The  marketplace  only  accepts 
achievement. 

Manufacturers  Hanover  succeeds. 


Consistency,  quality,  loyalty. 

Three  qualities  that  clearly  show 
nselves  in  Alberto  Salazar's  victory 
ne  1982  New  York  Marathon. 

Consistency  of  winning,  not  once, 
wice,  but  three  consecutive  times, 
ining  in  spite  of  increasingly  strong 
npetition  each  year. 


Quality  of  performance  to  call  on 
extra  effort,  break  away  from  the  pack 
and  be  one  of  the  best. 

Loyalty  of  spirit  to  commit  to  end- 
less training  and  mental  preparation. 

These  same  core  values,  witnessed 
by  millions  of  our  neighbors  as  they 
experienced  this  extraordinary  event, 


have  enabled  Manufacturers  Hanover 
to  emerge  as  a  $64  billion  diversified 
financial  services  organization,  with  a  net- 
work of  over  700  offices  worldwide. 

To  compete  demands  acceptance 
of  the  challenges  in  the  marketplace. 
And  rising  to  accept  those  challenges. 
Consider  the  source. 


MANUFACTURERS  HANOVER 
The  financial  source.  WDrldwide. 


Member  FDIC 


The  Forbes  Profits  500 


Rank 
1982  1981 


Company 


Net 
profits 
($000,000) 


0/ 

/o 

change 
over 
1981 


Cash 
flow 
($000,000) 


Cash 
flow 
rank 
1982 


381 

463 

Pioneer  Hi-Bred  Intl 

71.6 

12.8 

90  ' 

456 

382 

466 

Crocker  National 

71.6 

13.8 

134 

384 

383 

■ 

Tidewater 

71.5 

35.4 

144 

363 

384 

495 

El  Paso  Electric 

70.9 

25.0 

71 

484 

385 

409 

fack  Eckerd 

70.7 

-10.0 

108 

426 

386 

469 

Montana  Power 

70.6 

13.8 

88 

459 

387 

442 

Republic  New  York 

70.5 

3.9 

107 

432 

388 

441 

Avnet 

70.5 

3.6 

194 

290 

389 

396 

Noble  Affiliates 

70.3 

-12.5 

183 

311 

390 

449 

Rochester  Gas  &  Elec 

70.0 

6.5 

101 

440 

391 

487 

Mercantile  Stores 

69.9 

20.8 

99 

444 

392 

433 

American  Natl  Ins 

69.5 

-2.7 

213 

263 

393 

345 

Sundstrand 

69.3 

-27.1 

123 

402 

394 

176 

Ralston  Purina 

69.1 

-60.5 

274 

217 

395 

399 

No  Indiana  Pub  Svc 

69.0 

-13.9 

175 

326 

396 

454 

Super  Valu  Stores 

68.0 

5.1 

112 

422 

397 

407 

Provident  Life  &  Acc 

67.2 

-14.8 

263 

223 

398 

380 

Richardson-Vicks 

66.9 

-19.6 

95 

447 

399 

■ 

Southwest  Bancshares 

66.6 

52.9 

82 

466 

400 

472 

Central  III  Pub  Svc 

66.3 

7.3 

123 

404 

401 

477 

Eastern  Gas  &  Fuel 

66.1 

10.0 

125 

399 

402 

197 

Freeport-McMoran 

65.9 

-58.6 

343 

174 

403 

■ 

United  Illuminating 

65.8 

32.7 

62 

493 

404 

■ 

Coastal  Corp 

65.6 

D-P 

241 

242 

405 

499 

Cox  Communications 

65.4 

17.9 

159 

345 

406 

371 

Celeron 

65.0 

-25.0 

118 

411 

407 

■ 

Deluxe  Check  Printers 

64.9 

21.5 

105 

434 

408 

431 

Engelhard 

64.8 

-9.5 

102 

437 

409 

461 

Kaneb  Services 

64.2 

0.5 

145 

361 

410 

■ 

Toys  "R"  Us 

64.2 

31.2 

78 

477 

411 

■ 

Kansas  Power  &  Light 

64.1 

17.6 

107 

429 

412 

385 

Storage  Technology 

63.3 

-23.2 

190 

296 

413 

447 

Intl  Flavors  &  Frag 

63.2 

-4.5 

78 

480 

414 

321 

Westvaco 

63.1 

-37.4 

173 

329 

415 

■ 

Browning-Ferris  Inds 

62.7 

29.3 

133 

386 

416 

411 

Perkin-Elmer 

62.7 

-19.8 

91 

454 

417 

305 

A  E  Staley  Mig 

62.6 

^40.8 

136 

380 

418 

486 

AmeriTrust 

62.0 

6.8 

109 

425 

419 

489 

Alco  Standard 

61.6 

6.5 

86 

461 

420 

287 

Pioneer 

61.5 

-44.2 

194 

291 

421 

■ 

Apple  Computer 

61.3 

55.5 

86 

462 

422 

365 

Overseas  Shipholding 

60.6 

-31.5 

107 

430 

423 

429 

Avco 

60.5 

-16.2 

364 

165 

424 

427 

Boston  Edison 

60.4 

-17.5 

170 

332 

425 

■ 

I  TnitpH  Si  lt'-v  *shnp 

60.1 

2.3 

79 

475 

426 

■ 

Brown  Group 

59.6 

8.1 

82 

465 

427 

■ 

Washington  Water  Pwr 

59.4 

28.3 

69 

487 

428 

■ 

USAir  Group 

59.1 

15.7 

147 

355 

429 

438 

Whittaker 

58.7 

-15.4 

81 

470 

430 

■ 

Indianapolis  Pwr  &  Lt 

58.5 

26.9 

99 

443 

431 

452 

Ogden 

58.5 

-10.2 

150 

352 

432 

■ 

Albertson's 

58.4 

20.4 

113 

421 

433 

391 

Nalco  Chemical 

58.1 

-28.4 

95 

446 

434 

457 

Alleghany 

57.9 

-11,4 

535 

94 

435 

■ 

Auto  Data  Processing 

57.8 

22.0 

114 

418 

436 

460 

Parker-Hannifin 

57.7 

-10.0 

92 

452 

437 

■ 

Banc  One 

57.5 

49.1 

94 

451 

438 

459 

Foster  Wheeler 

57.2 

-11.1 

62 

494 

439 

413 

Ohio  Casualty 

57.0 

-26.7 

84 

463 

440 

■ 

Barnett  Banks  Fla 

56.8 

37.9 

95 

445 

% 

• 

Net 

change 

Cash 

Rank 

profits 

over 

flow 

1981 

Company 

i coon  linn 

1  Ofi  1 

1  vol 

441 

■ 

Philadelphia  Natl 

56.7 

58.8 

84 

AA1 
44Z. 

X  1  K 

Western  Co  No  Amer 

56.7 

—44.1 

131 

AA1 
44  j 

Wyman-Gordon 

56.4 

-1.5 

79 

AAA 
444 

Oneok 

56.1 

20.1 

134 

AAtZ 
443 

Walgreen 

QA  1 
DO.  1 

oJ.  1 

oc 

73 

446 

■ 

Anderson,  Clayton 

55.4 

7.8 

74 

AA7 
44/ 

U  S  Tobacco 

55.3 

28.7 

70 

AAU. 
440 

Rite  Aid 

55.0 

38.0 

80 

AAQ 

44V 

7  4ft 

Consol  Freightways 

54.8 

-56.9 

116 

A  ^1 1 

a  i  n 

4  1  u 

Vulcan  Materials 

QA  7 
D*+.  / 

— oU.Z 

451 

■ 

Iowa-Illinois  G  &  E 

54.5 

15.5 

102 

Kentucky  Utilities 

54.5 

39.7 

1 16 

453 

424 

American  Petrofina 

54.4 

-26.6 

142 

454 

New  York  Times 

54.3 

8.6 

123 

455 

Johnson  Controls 

JO.O 

I  1  o 

I I  Si 

456 

■  ' 

Stone  &  Webster 

53.8 

37.7 

64 

457 

Wachovia 

53.4 

3.1 

78 

458 

353 

Olin 

53.3 

^2.6 

210 

7  1  A 

El  Paso 

53.2 

-63.9 

333 

A  f*ft 

53  1 

in  i 

JU.J 

01 

7  1 

461 

108 

Deere 

52.9 

-78.9 

166 

462 

a 

Southeast  Banking 

52.6 

6.8 

95 

AA1 
40.5 

~)7A 
L  f  4 

Burlington  Inds 

52.5 

-54.5 

209 

463 

Trust  Co  of  Georgia 

52.5 

16.7 

81 

v*  dsiiiiiciuii  rusi 

52  4 

60  2 

8 1 

466 

162 

Ingersoll-Rand 

52.3 

-73.0 

129 

AA7 

40  / 

4jO 

U  S  Bancorp 

52.1 

-19.3 

120 

1  ■  V 
400 

1  QA 

Georgia-Pacific 

52.0 

-67.5 

413 

AAQ 
40" 

T71 

Dana 

51.6 

-55.4 

136 

470 

378 

McGraw-Edison 

ci  r 
Jl.j 

— Oo.O 

1  37 
lot 

471 

443 

Pogo  Producing 

51.3 

-24.3 

178 

A70 

National  Svc  Inds 

50.6 

1.1 

74 

A7X 

Valley  National 

50.5 

-7.2 

115 

A7A 
4/  4 

07/ 

Tesoro  Petroleum 

50.1 

-37.5 

120 

4.7  S 
4/  D 

AQ7 

W  W  Grainger 

Qn  i 

jU.  1 

—  iu.y 

7ft 

476 

■ 

Citizens  &  Sthrn  Ga 

50.0 

14.9 

90 

A77 

4/  / 

Revco  D  S 

49.6 

10.0 

71 

478 

NIKE 

49.0 

88.9 

55 

A7Q 

4/7 

Carter  Hawley  Hale 

49.0 

9.5 

142 

4oU 

State  Street  Boston 

Ail  O 

ftA  A 
OO.f 

Aft 
Oo 

481 

■ 

A  H  Robins 

48.7 

10.1 

62 

AH1} 
40  _ 

07L 

Newmont  Mining 

48.6 

—40.1 

89 

A  fil 

Minnesota  Power 

48.4 

16.5 

106 

AQA 

4o4 

Mountain  Fuel  Supply 

48.4 

60.6 

118 

1  v  ^ 
48  j 

AQA 
4-74 

—  ID.l 

70 

17 

486 

■ 

General  Cinema 

48  0 

8.5 

88 

487 

■ 

TECO  Energy 

48.0 

0.8 

151 

4oo 

C 

Mission  Insurance 

47.8 

4.7 

16 

Entex 

47.7 

11.2 

222 

i '  in 

4"U 

IC  Industries 

A  7  A 
4 1 .0 

— 04.0 

i  on 
iyu 

491 

354 

Lubrizol 

47.6 

—48.3 

102 

492 

■ 

Medtronic 

47.4 

13.3 

67 

493 

■ 

Wisconsin  Pwr  &  Lt 

47.4 

16.3 

107 

494 

393 

Allegheny  Intl 

47.3 

-41.7 

80 

495 

402 

Baldwin-United 

47.0 

-40.7 

NA 

496 

■ 

Electronic  Data  Systems 

47.0 

24.2 

58 

497 

■ 

Rollins 

46.0 

3.6 

95 

498 

■ 

Peoples  Energy 

46.0 

-4.7 

105 

499 

■ 

Brooklyn  Union  Gas 

45.9 

23.0 

81 

500 

■ 

G  Heileman  Brewing 

45.7 

13.5 

80 

■  Not  on  500  list  in  1981.    D-P  deficit  to  profit.    NA:  not  available. 
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lickety- clackity-  clunkkkity- 
;hug-a-chug-a-chug-psssst- 
;lickety-  clack-  clop  -  cloppity- 
ling-a-ling-ding-a-ling-ding- 
;hug-a-lug-chug-chuggalug- 
;la-boing  -  cla  -  boomity  -  bam  - 
;hug  -  chug  -  chug  -  chugggity- 
dunkkkity-clunk-click-clunk- 
ing-ting-ting-clop-clopppity- 
;luggity-  dug  -  cluggity  -  bang ! 


Before. 


um-m-m-m-m-m-m-m-m-m 


After. 


0 1983  Allied  Corp. 


Old  equipment  makes  more  noise  than  new  equipment. 
Old  equipment  isn't  as  productive  as  new  equipment. 

So  we  at  Allied  said,  "Let's  get  rid  of  our  old  equipment  and  put  in  new  equipment."  And  we  did. 
ake  our  Fibers  plant  in  South  Carolina  as  just  one  example. 
Ve  spent  over  $30,000,000  in  researching,  designing  and  making  equipment  that 

produces  more  fiber,  more  efficiently  and  faster, 
uid  it's  paid  off  to  the  toe-tapping  tune  of  50%  more  productivity  in  just  two  years. 
Ve're  going  to  keep  right  on  spending,  because  we  know  the  key  to 
long-term  growth  is  not  going  for  the  short-term  buck. 

We  mean 
business 


Chemicals/Fibers  &  Plastics/Oil  &  Gas/Electronics/Aerospace/Automotive/lndustrial/Health  &  Scientific 


Allied 

(±=z\3  Corporation 


TM 

Presenting  Hyperion,  the  work 
portable  computer  develope< 
business  executive  and  profei 


Hyperion  is  a  compact  comp 
21  pounds  (including  its  sleek 
Hyperion  is  light  on  the  budg< 
with  its  European  amber  scre< 
performance.  In  fact,  it  is  ligh 
competition. 


Hyperion  is  bright.  Its  256K  of  i 
memory  is  typically  four  times 
offers.  It  is  even  bright  enoug 
and  explain  how  it  operates  s 
learning  and  daily  use  are 
easier.  Not  to  mention  that  it  i 


LEAR 


WE  DIDN'T  JUST 
INVENT  THE  BUSINESS  JET. 
WE  PERFECTED  IT. 


Two  decades  ago,  we  introduced  the  first 
jet  designed  specifically  for  business  —  the 
Learjet.  It  was  the  only  aircraft  of  its  kind  in 
the  world.  A  jet  truly  in  a  class  by  itself. 

It  still  is. 

Even  though  nearly  a  score  of  other  jets  are 
now  being  offered  for  business  use,  none  has 
equalled  the  Learjet  standards  of  excellence. 
Because  our  program  of  product 
improvement  keeps  setting  those  standards 
higher  and  higher.  In  performance.  In 
efficiency.  In, technology.  And  in  comfort. 

So  it  isn't  surprising  that  newcomers  to  the 
business  jet  race-may  never  catch  up  with 
Learjet.  We  haeta  2.0  ycMr  head  start. 

We  invite  yo%"to  find  out  more  about  why 
the  original  ttuHfi  jet  is  still  the  onty 
business  jet.  Ask  tocfay  for  a  free  brochure. 
RO.  Box  1 1 186  /^Sfeon,  AZ  85734 
Telephone:  602-291U422  /  Telex:  666408 


Photographed:  Learjet  35A. 

540  mph  speed  with  transcontinental  range. 

Comfortable  seating  for  up  to  8  passengers. 


^Learjet 

^J'   7   Gates  Learjet  Corporation  ^ 


The  Forbes  Assets  500 


Assets  of  the  top  500  were  up  nearly 
a  third  of  a  trillion  dollars  last  year. 
The  only  problem:  The  increased 
assets  did  not  generate  growth  in 
sales  and  earnings. 


w 


hile  totals  for  the  Forbes 
Sales  500  were  essentially 
flat  from  1981  to  1982  and 
profits  were  down  sharply,  assets  of 
the  500  big  companies  on  the  follow- 
ing table  increased  by  $321  billion. 
That's  a  characteristic  of  a  reces- 
sion— asset  increases  that  don't  gen- 
erate more  sales  or  bigger  profits. 

At  the  end  of  the  year,  total  assets  stood  at 
$3,829,297,000,000,  an  increase  of  9.2%.  Much  of  that 
represented  real  assets  growth,  moreover,  since  it  was 
substantially  above  last  year's  3.9%  inflation  rate. 

Banks  and  financial  services  companies  customarily 
dominate  the  assets  list,  and  1982  was  no  exception.  In 
fact,  with  the  rise  of  the  new  financial  supermarkets 
through  merger  and  acquisition,  and  the  troubles  of  the 
auto  industry  and  other  old-line  smokestack  companies, 
that  trend  was  even  more  marked.  Only  two  nonfinancial 
companies,  Exxon  and  AT&T,  are  among  the  top  ten. 
Elsewhere  on  the  list,  financial  services  companies  often 
were  moving  up  while  industrial  companies  were  slipping 
a  notch  or  two. 

For  example,  Phibro  acquired  Wall  Street's  Salomon 
Brothers  and  vaulted  from  126th  to  15th.  PNC  Financial, 
formed  by  the  merger  of  two  big  banks,  took  over  66th 


% 

change 

Rank 

Assets 

over 

1982  1981 

Company  ($000,000) 

1981 

1  1 

American  Tel  &  Tel  148,186 

7.6 

2  3 

Citicorp  129,997 

9.0 

3  2 

BankAmerica  122,221 

0.9 

4  4 

Chase  Manhattan  80,863 

3.9 

5  6 

Fedl  Natl  Mortgage  73,467 

18.3 

place  on  the  list.  By  contrast,  Mobil 
moved  from  14th  to  18th  and  Stan- 
dard of  California  slipped  a  few 
notches,  as  did  General  Electric. 
Ford  went  from  28th  to  32nd  on  a  $1 
billion  assets  decrease.  U.S.  Steel 
gained,  but  through  nonsteel  acqui- 
sition. The  new  Norfolk  Southern 
Corp.  took  over  120th  place,  but 
through  merger. 

How  productive  were  these  assets?  Put  simply,  a  dollar 
of  assets  produced  56  cents  in  sales  and  2  cents  in  profits, 
compared  with  61  cents  in  sales  and  3  cents  in  profits  the 
previous  year. 

Altogether,  23  new  companies  made  the  Assets  500  list 
this  year,  including  Charter,  Combined  International, 
Northwest  Energy,  Avon  Products,  Suburban  Bancorp, 
Walt  Disney  Productions,  Ethyl,  Marriott,  Puget  Sound 
Power  &  Light,  American  Broadcasting  Cos.,  Mitchell 
Energy  &  Development,  City  National,  Southland,  Farm- 
ers Group,  Coming  Glass  Works,  Baxter  Travenol  Labora- 
tories, Kansas  City  Power  &  Light,  First  New  Mexico 
Bankshare  Corp.  and  fast-growing  Humana. 

Among  the  companies  they  knocked  off  were  some 
famous  names:  General  Tire  &  Rubber,  National  Distill- 
ers, Gillette,  McGraw-Edison.  History  in  the  making. 
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The  Forbes  Assets  500 


Rank 
1982  1981 


Company 


% 
change 
Assets  over 
($000,000)  1981 


Rank 
1982  1981 


Company 


/o 

change 
Assets  over 
($000,000)  1981 


Rank 
1982  1981 


Company 


Assets 
($000,000) 


6 

7 

Mfrs  Hanover 

64,041 

8.3 

7 

5 

Exxon 

62,289 

-1.0 

8 

8 

|  P  Morgan 

58,597 

9.5 

9 

10 

Chemical  New  York 

48,275 

7.5 

10 

11 

Aetna  Life  &  Cas 

44,21 1 

1 1.6 

11 

9 

Continental  Illinois 

42,899 

-8.7 

12 

12 

General  Motors 

41,363 

6.3 

13 

13 

First  Interstate  Bancp 

40,884 

10.6 

14 

16 

Bankers  Trust  NY 

40,427 

18.2 

15 

126 

Phibro-Salomon 

39,669 

51.7 

16 

18 

Security  Pacific 

36,991 

12.1 

17 

15 

Sears,  Roebuck 

36,643 

6.2 

18 

14 

Mobil 

36,439 

4.8 

19 

17 

First  Chicago 

35,876 

6.9 

20 

19 

IBM 

32,541 

10.0 

21 

21 

CIGNA 

31,395 

9.6 

22 

20 

Intl  Tel  &  Tel 

29, 1 72 

0.7 

23 

23 

American  Express 

28,311 

12.8 

24 

24 

Travelers 

27,989 

16.7 

25 

22 

Texaco 

27,114 

-1.4 

26 

30 

Crocker  National 

24,939 

10.9 

27 

27 

Wells  Fargo 

24,814 

6.9 

28 

25 

E  I  du  Pont 

24,343 

2.2 

29 

29 

Standard  Oil  Ind 

24,289 

6.0 

30 

26 

Standard  Oil  Calif 

23,465 

-0.8 

31 

31 

GTE 

22,294 

5.6 

32 

28 

Ford  Motor 

21,956 

-4.6 

33 

35 

Atlantic  Richfield 

21,633 

9.6 

34 

32 

General  Electric 

21,615 

3.2 

35 

34 

Shell  Oil 

21,376 

6.3 

36 

40 

InterFirst 

21,030 

21.4 

37 

39 

Merrill  Lynch 

20,697 

17.1 

38 

33 

Gulf  Oil 

20,436 

0.0 

39 

37 

Mellon  National 

20,294 

10.0 

40 

36 

Marine  Midland  Bks 

20,239 

8.3 

41 

38 

Irving  Bank 

19,514 

7.1 

42 

50 

United  States  Steel 

19,432 

45.9 

43 

41 

Bank  of  Boston 

18,267 

8.7 

44 

47 

Texas  Commerce  Bshs 

18,217 

25.5 

45 

44 

Northwest  Bancorp 

17,585 

16.1 

46 

42 

Tenneco 

17,378 

3.4 

47 

65 

First  Boston 

17,324 

68.0 

48 

48 

RepublicBank 

17,218 

19.2 

49 

46 

First  Bank  System 

16,899 

13.3 

50 

45 

H  F  Ahmanson 

16,864 

12.1 

51 

49 

First  City  Bancorp 

16,567 

15.9 

52 

43 

Standard  Oil  Ohio 

16,016 

1.7 

53 

82 

Occidental  Petroleum 

15,772 

95.3 

54 

56 

Commonwlth  Edison 

13,729 

11.9 

55 

55 

Pacific  Gas  &  Eiec 

13,635 

10.3 

56 

81 

American  General 

13,276 

64.4 

57 

51 

RCA 

12,932 

-2.1 

58 

60 

Bank  of  New  York 

12,724 

11.0 

59 

63 

Gt  Western  Financial 

12,675 

19.1 

60 

57 

NBD  li 

12,407 

2.2 

61 

54 

Southern  Company 

12,301 

-0.9 

62 

59 

American  Elec  Power 

12,224 

5.7 

63 

61 

Phillips  Petroleum 

12,097 

7.4 

64 

58 

Sun  Company 

12,019 

1.7 

65 

53 

Dow  Chemical 

1 1,807 

-5.5 

66 

■ 

PNC  Financial 

11,611 

13.5 

67 

87 

NCNB 

11,560 

49.6 

68 

69 

Getty  Oil 

1 1,404 

3.9 

69 

52 

Gulf  &  Western  Inds 

10,902 

-13.9 

70 

64 

Union  Carbide 

10,616 

1.8 

71 

70 

Eastman  Kodak 

10,614 

12.5 

72 

73 

Transamerica 

10,423 

15.3 

73 

67 

Loews 

10,402 

4.9 

74 

78 

■  ■'111                   .1      ■   r     •  1 

Middle  South  I  tils 

10,365 

24.6 

75 

80 

R  |  Reynolds  Inds 

10,355 

27.9 

76 

104 

Mercantile  Texas 

10,190 

48.3 

77 

74 

So  Calif  Edison 

10,158 

16.4 

78 

62 

Seafirst 

10,028 

-6.7 

79 

97 

Union  Pacific 

9,999 

40.9 

80 

72 

Lincoln  National 

9,953 

10.0 

81 

71 

Philip  Morris 

9,692 

4.8 

82 

66 

National  Steel 

9,578 

-5.3 

83 

68 

First  Charter  Finl 

9,388 

-3.7 

84 

88 

Republic  New  York 

9,280 

20.4 

85 

85 

American  Intl  Group 

9,120 

14.6 

86 

83 

Continental  Corp 

8,619 

6.8 

87 

90 

Union  Oil  California 

8,511 

12.1 

88 

79 

Westinghouse  Elec 

8,427 

1.3 

89 

163 

Baldwin-United 

8,399 

69.4 

90 

77 

Household  Intl 

8,235 

-1.9 

91 

84 

CSX 

8,109 

0.5 

92 

94 

Texas  Utilities 

8,021 

9.8 

93 

91 

United  Technologies 

7,993 

5.8 

94 

93 

)  C  Penney 

7,939 

27.7 

95 

96 

Pub  Svc  Elec  &  Gas 

7,907 

8.7 

96 

86 

Consolidated  Edison 

7,872 

1.8 

97 

89 

Xerox 

7,668 

-0.1 

98 

107 

Detroit  Edison 

7,636 

15.6 

99 

103 

Consumers  Power 

7,594 

10.5 

100 

100 

Boeing 

7,593 

9.2 

101 

76 

City  Investing 

7,555 

-11.4 

102 

99 

Procter  &  Gamble 

7,510 

7.9 

103 

119 

Comerica 

7,378 

19.9 

104 

132 

E  F  Hutton  Group 

7,365 

30.6 

105 

98 

Va  Electric  &  Power 

7,359 

4.3 

106 

106 

K  mart 

7,344 

10.1 

107 

109 

Southeast  Banking 

7,274 

12.7 

108 

136 

Golden  West  Finl 

7,269 

31.2 

109 

95 

Caterpillar  Tractor 

7,201 

-1.2 

110 

120 

Valley  National 

7,183 

17.1 

111 

111 

Phila  Electric 

7,158 

13.5 

112 

92 

Hams  Bankcorp 

7,137 

-4.7 

113 

108 

Duke  Power 

7,058 

8.1 

114 

139 

Barnett  Banks  Fla 

6,932 

25.9 

115 

151 

Southwest  Bancshares 

6,927 

31.9 

116 

114 

Wachovia 

6,916 

117 

102 

Control  Data 

6,912 

118 

121 

Florida  Power  &  Lt 

6,851 

119 

143 

National  City 

6,823 

120 

■ 

Norfolk  Southern 

6,803 

121 

116 

Walter  E  Heller  Intl 

6,647 

122 

219 

Fin  Corp  of  America 

6,612 

123 

118 

Michigan  National 

6,504 

124 

112 

Philadelphia  Natl 

6,301 

125 

146 

Allied  Corp 

6,272 

126 

113 

Chrysler 

6,264 

127 

115 

American  Brands 

6,256 

128 

117 

Northern  Trust 

6,253 

129 

75 

Beneficial  Corp 

6,212 

130 

105 

Armco 

6,208 

131 

218 

Kemper 

6,174 

132 

148 

First  Union 

6,168 

133 

1 10 

Amerada  Hess 

6,145 

134 

122 

Monsanto 

6,077 

135 

123 

Avco 

6,038 

136 

183 

Allied  Bancshares 

6,011 

137 

164 

Citizens  &  Sthrn  Ga 

6.005 

138 

131 

Alcoa 

5,990 

139 

128 

Deere 

5,936 

140 

127 

Weyerhaeuser 

5,924 

141 

125 

Rainier  Bancorp 

5,865 

142 

138 

BancOhio 

5,822 

143 

129 

Burlington  Northern 

5,797 

144 

130 

U  S  Bancorp 

5,756 

145 

137 

AmeriTrust 

5,753 

146 

133 

Continental  Group 

5,727 

147 

156 

Mercantile  Bancorp 

5,691 

148 

153 

Houston  Industries 

5,672 

149 

134 

Halliburton 

5,582 

150 

135 

International  Paper 

5,566 

151 

157 

Teledyne 

5,562 

152 

162 

Penn  Power  &  Light 

5,531 

153 

142 

Minn  Mining  &  Mfg 

5,514 

154 

140 

Southern  Pacific 

5,512 

155 

150 

First  Pennsylvania 

5,433 

156 

207 

Shawmut 

5,376 

157 

179 

Long  Island  Lighting 

5,350 

158 

152 

Sperry 

5,343 

159 

165 

Donaldson,  Lufkin 

5,325 

160 

177 

St  Paul  Cos 

5,318 

161 

■ 

Charter 

5,310 

162 

154 

Manufacturers  Natl 

5,284 

163 

155 

Imperial  Corp  of  Am 

5,271 

164 

181 

Ohio  Edison 

5,247 

165 

270 

Huntington  Bancshs 

5,245 

166 

144 

Goodyear 

5,194 

167 

159 

General  Public  Utils 

5,181 

168 

176 

Columbia  Gas  System 

5,155 

169 

158 

Georgia-Pacific 

5,150 

170 

173 

Central  &  South  West 

5,135 

■  Not  on  500  list  in  1981 


FORBES,  MAY  ! 


J&H  thinks  the  way  to 

get  the  best  international 
insurance  service 

is  to  get  the  best  broker 
in  each  country. 

What  doyou  think? 

If  you  think  that  local  experience  is  vital  to  risk 
management  programs  in  foreign  countries,  we  couldn't 
agree  more. 

That's  the  concept  that  built  the  J&H  international 
network,  the  most  experienced  in  the  world. 

Starting  in  the  1890's,  we  enlisted  the  outstanding 
insurance  broker  in  each  country  as  our  exclusive  working 
partner.  Where  this  wasn't  possible,  we  opened  our  own 
J&H  offices. 

In  Europe,  our  correspondents  are  now  linked  in  a 
unique  working  relationship  we  call  UNISON,  a  network 
within  our  network.  Besides  offering  an  unsurpassed  grasp 
of  local  requirements,  UNISON  adds  new  dimensions  to  our 
ability  to  coordinate  programs  internationally. 

Today,  the  J&H  international  network  is  a  global 
organization  of  13,000  people  dedicated  to  serving  clients 
with  a  single  standard  of  excellence. 

This  is  why  we're  the  primary  international  broker  for 
33  of  the  top  100  U.S.  multinationals  and  why  24  more  have 
us  on  their  team. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgms 

We  answer  only  to  you. 
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The  Forbes  Assets  500 


Rank 
1982  1981 


Company 


% 
change 
Assets  over 
($000,000)  1981 


Rank 
1982  1981 


Company 


0/ 

to 
change 
Assets  over 
l$000,000)  1981 


Rank 
1982  1981 


Company 


Assets 
[$000,004 


171 

160 

Dart  &  Kraft 

5,134 

1.6 

172 

147 

Centerre  Bancorp 

C  10  0 

3,  122 

— 4.U 

173 

141 

AMAX 

5,090 

—6.6 

174 

169 

USrSKj 

5,079 

7.0 

175 

234 

CBT 

5,070 

41 .8 

176 

182 

Bank  of  New  England 

5,065 

14.0 

177 

199 

Panhandle  Eastern 

5,061 

O A  1 

24. 1 

178 

180 

Maryland  National 

5,055 

12.3 

179 

231 

Banc  One 

c  mo 
3,U2y 

oo.2 

180 

223 

Sun  Banks  of  Florida 

5,004 

34.9 

181 

178 

Superior  Oil 

4,993 

10.5 

182 

171 

Carolina  Pwr  &  Lt 

4,951 

5.0 

183 

235 

Coca-Cola 

4,923 

38. 1 

184 

161 

W  K  Grace 

a  o  i  a 

4,y  lo 

—2.1 

185 

166 

Rockwell  Intl 

4,870 

1  .0 

186 

195 

First  Natl  State  Bcp 

4,868 

18.6 

187 

210 

United  Virginia  Bshs 

4,848 

23.5 

188 

168 

Gibraltar  Financial 

4,847 

1 .6 

189 

170 

First  Wisconsin 

4,836 

2.3 

190 

174 

United  Telecom 

4,754 

2.9 

191 

189 

Beatrice  Foods 

4,744 

12.0 

192 

192 

General  Ke 

4,741 

13.7 

193 

191 

Niagara  Mohawk  Pwr 

A   7  3<£ 

4,  /oo 

\  1  A 

13.4 

194 

172 

Santa  Fe  Industries 

4, 732 

1 .2 

195 

204 

Texas  American  Bshs 

4,71 7 

16.7 

196 

185 

Fluor 

4,701 

6.2 

197 

203 

Union  Electric 

4,631 

14.4 

198 

186 

McDonnell  Douglas 

4,622 

5.9 

1  oo 

1  AO 
14y 

Bethlehem  Steel 

\  A  1  1 
4,01  1 

—  12./ 

200 

193 

First  Security 

4,609 

10.8 

201 

208 

UAL 

4,579 

15.2 

202 

197 

Federated  Dept  Stores 

4,574 

11.7 

203 

198 

Iexas  Eastern 

4,542 

10.9 

204 

190 

Fleet  Financial 

4,536 

7.4 

2U3 

23/ 

City  federal  o  ci  L 

4,328 

1 C  1 

oo.o 

206 

242 

Trust  Co  of  Georgia 

4,511 

30.4 

207 

240 

First  Atlanta 

4,480 

28.6 

208 

188 

Honeywell 

4,471 

3.2 

209 

206 

Pacific  Pwr  &  Lt 

4,412 

9.8 

Tin 
21U 

o  0.3 
2oo 

Alleghany 

4,403 

22.0 

211 

200 

Midlantic  Banks 

4,339 

6.4 

212 

269 

Paine  Webber 

4,295 

34.0 

Z 1 J 

iyo 

A  .-1  fill 

Ashland  Oil 

4,210 

2.8 

It  A 
21  4 

214 

lohnson  &  Johnson 

4,210 

10.2 

215 

202 

PepsiCo 

4,197 

3.5 

216 

222 

El  Paso 

4,180 

12.6 

217 

201 

California  First  Bnk 

4,156 

2.3 

218 

317 

Hartford  National 

4,128 

46.1 

219 

184 

Burroughs 

4,123 

-7.1 

220 

228 

Fidelcor 

4,120 

12.4 

221 

245 

Nationwide 

4,087 

18.6 

222 

236 

Capital  Holding 

4,064 

14.2 

223 

215 

Greyhound 

4,057 

6.4 

224 

209 

Northeast  Utilities 

4,029 

2.0 

225 

243 

Digital  Equipment 

4,024 

16.4 

226 

187 

LTV 

4,023 

-7.2 

227 

217 

Am  Natural  Resources 

3,980 

4.5 

228 

216 

InterNorth 

3,954 

3.8 

229 

220 

IC  Industries 

3,952 

5.6 

230 

254 

State  Street  Boston 

3,915 

15.6 

231 

205 

Society 

3,911 

-3.0 

232 

312 

Anheuser-Busch  Cos 

3,903 

35.7 

233 

221 

AMR 

3,897 

4.2 

234 

237 

Lincoln  First  Banks 

3,892 

9.8 

235 

224 

Safeway  Stores 

3,891 

5.4 

236 

250 

Arizona  Public  Serv 

3,889 

14.5 

237 

268 

Virginia  Natl  Bshs 

3,874 

20.5 

238 

252 

Transco  Energy 

3,866 

13.9 

239 

238 

Continental  Telecom 

3,003 

9. 1 

24U 

0  7  A 
2/0 

General  Foods 

o,oO  1 

2o.4 

241 

249 

Cleveland  Elec  Ilium 

3,843 

12.8 

_4  _ 

ikmh  ji  I  n-Mate 

1  filO 

0,007 

—L.L 

243 

225 

Litton  Industries 

3,837 

4.0 

244 

230 

First  of  America  Bnk 

3,820 

4.8 

OA  c 
Z4t> 

T  6.A 

Zo4 

Public  Service  Ind 

ion 
o,o  lo 

lu.  1 

246 

258 

Gulf  States  Utils 

3,806 

13.8 

247 

248 

Kerr-McGee 

3,763 

10.2 

248 

LLy 

Pfizer 

o,  /4V 

*>  o 

Z.O 

O/iQ 

24y 

1  2Q 

Gibraltar  Savings 

D.v> 

250 

227 

Riggs  National 

3,716 

1.3 

251 

241 

BayBanks 

3,710 

7.2 

252 

145 

Intl  Harvester 

3,699 

-30.8 

230 

1/17 
24  Z' 

Nabisco  Brands 

254 

353 

Norstar  Bancorp 

3,653 

42.6 

ICC 
233 

Zol 

Merck 

o,o4o 

1U.Z 

256 

213 

Kaiser  Alum  &  Chem 

3,644 

-5.0 

257 

226 

Signal  Cos 

3,609 

-1.9 

258 

298 

Hospital  Corp  of  Am 

3,601 

21.7 

ICO 

23y 

2,31 

1  rans  world 

O.DOO 

A  1 

4. 1 

2oU 

loo 

United  Banks  of  Colo 

o.y 

261 

266 

Baltimore  Gas  &  Elec 

3,513 

7.6 

202 

23(3 

Raytheon 

o,3 1U 

4.4 

263 

346 

Florida  Natl  Banks 

3,498 

33.7 

264 

246 

Champion  Intl 

3,472 

0.8 

265 

323 

Hewlett-Packard 

3,470 

25.8 

266 

472 

First  Executive 

3,451 

84.0 

267 

300 

No  Indiana  Pub  Svc 

3,450 

17.2 

268 

304 

First  Maryland  Bncp 

3,447 

18.1 

269 

272 

Allegheny  Power 

3,421 

7.2 

270 

282 

Fidelity  Union  Bncp 

3,409 

1 1.4 

271 

283 

American  Security 

3,407 

11.8 

272 

274 

First  Tennessee  Natl 

3,392 

7.8 

273 

255 

NCR 

3,373 

-0.4 

274 

316 

Bank  of  Virginia 

3,353 

18.6 

275 

262 

Reynolds  Metals 

3,345 

1.4 

276 

295 

Commerce  Bancshrs 

3,343 

12.8 

277 

287 

First  Oklahoma  Bncp 

3,326 

10.0 

278 

305 

IntraWest  Financial 

3,314 

13.5 

279 

265 

Dresser  Industries 

3,311 

1.1 

280 

278 

Washington  National 

3,290 

5.4 

281 

314 

Consol  Natural  Gas 

3,272 

282 

299 

PPG  Industries 

3,270 

283 

309 

McDonald's 

3,263 

284 

331 

Pacific  Lighting 

3,257 

285 

303 

AmSouth  Bancorp 

3,255 

286 

284 

Gulf  United 

3,248 

287 

319 

United  Jersey  Banks 

3,232 

288 

291 

Pennzoil 

3,226 

289 

273 

Coastal  Corp 

3,226 

290 

302 

Eastern  Air  Lines 

3,225 

291 

327 

Dominion  Bankshares 

3,225 

292 

294 

American  Natl  Ins 

3,222 

293 

279 

USLIrt 

3,221 

294 

292 

t;  ■  i 

Equimark 

3,215 

295 

306 

Chubb 

3,203 

296 

313 

No  States  Power 

3,197 

out 

2y  / 

0  oo 

2oy 

Diamond  Shamrock 

3, 194 

298 

338 

Warner  Commun 

3, 186 

299 

308 

Eli  Lilly 

3,155 

300 

318 

SON  A I 

3, 139 

301 

438 

Third  National 

3,135 

302 

286 

1  _  ft  ¥1*1  . 

Jefferson-Pilot 

3, 130 

303 

277 

TRW 

3, 125 

304 

345 

First  Alabama  Bshs 

3, 124 

305 

253 

Perm  Central 

3,099 

306 

351 

Flagship  Banks 

3,095 

307 

329 

Illinois  Power 

3,093 

308 

334 

ENSERCH 

3,079 

309 

370 

Financial  Federation 

3,066 

310 

350 

Entex 

3,052 

311 

301 

American  Fletcher 

3,038 

312 

336 

Torcnmark 

3,037 

313 

259 

Republic  Steel 

3,033 

314 

367 

Cullen/Frost  Bankers 

3,013 

315 

281 

American  Cyanamid 

2,997 

316 

280 

Owens-Illinois 

2,996 

317 

330 

Safeco 

2,992 

318 

322 

Murphy  Oil 

2,990 

319 

355 

Dayton-Hudson 

2,984 

320 

321 

Bancorp  Hawaii 

2,971 

321 

341 

Utd  Energy  Resources 

2,926 

322 

352 

Florida  Progress 

2,915 

323 

297 

Warner-Lambert 

2,906 

324 

324 

Time  Inc 

2,896 

325 

339 

Duquesne  Light 

2,883 

326 

343 

Marshall  &  Ilsley 

2,872 

327 

293 

Celanese 

2,862 

328 

468 

SmithKline  Beckman 

2,858 

329 

328 

First  Kentucky  Natl 

2,853 

330 

320 

St  Regis  Paper 

2,852 

331 

357 

Martin  Marietta 

2,838 

332 

373 

Central  Bancorp 

2,833 

333 

380 

Motorola 

2,833 

334 

348 

Natomas 

2,833 

335 

349 

American  Home  Prod 

2,832 

250 


FORBES,  MAY 


VERY  SIMPLY. 
WE'VE  CHANGED 
OUR  NAME 

WE'RE  NOW 
BANK  OF  BOSTON 
CORPORATION. 

FIRST  NATIONAL  BOSTON  CORPORATION,  the 

parent  company  of  The  First  National  Bank  of  Boston,  is  now 
BANK  OF  BOSTON  CORPORATION. 

Quite  simply,  we've  changed  our  name  because  Bank  of 
Boston  is  how  we  are  known  around  the  world.  Bank  is  the  foun- 
dation on  which  our  financial  business  is  built.  Boston  is  both  the 
gateway  to  our  region  and  our  entree  to  the  nation  and  the  world. 

As  New  England's  leading  bank  and  financial  institution,  we 
believe  our  200  years  of  strength  and  heritage  will  serve  us  well 
as  we  enter  our  third  century. 

It's  that  simple. 


BANK  OF  BOSTON  CORPORATION 

PRINCIPAL  U.S.  OFFICES:  BOSTON  •  NEW  YORK  •  CHICAGO  •  DALLAS  •  LOS  ANGELES  •  MIAMI  WORLDWIDE  OFFICES: 
ARGENTINA  •  AUSTRALIA  •  BAHAMAS  •  BELCH  JM  •  BOLIVIA  •  BRAZIL  •  CAMEROON  •  CANADA  •  CAYMAN  ISLANDS 
CHANNEL  ISLANDS  •  CHILE  •  COS1A  RICA  •  DOMINICAN  REPUBLIC  •  FRANCE  •  GERMANY  •  HAITI  •  HONDURAS  •  HONG 
KONG  •  JAPAN  •  FIALY  •  KOREA  •  LUXEMBOURG  •  MEXICO  •  NIGERIA  •  PANAMA  •  PARAGUAY  •  PHILIPPINES  •  PUERTO 
RICO  •  SINGAPORE  •  SPAIN  •  SWITZERLAND  •  IAIWAN  •  THAILAND  •  1 JNITED  KINGDOM  •  URl  JCl  JAY  •  VENEZl  JELA 
ZIMBABWE  WORLD  HEADQUARTERS:  100  FEDERAL  STREET  BOSTON.  MA 
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336 

340 

Combustion  Eng 

2,824 

5.9 

337 

363 

Key  Banks 

1,  fyo 

1  1  Q 
1  1 .0 

338 

356. 

First  &  Merchants 

1,  fyl 

339 

326 

FMC 

2,766 

1 .0 

340 

290 

Centran 

2,762 

—8.4 

341 

384 

Boatmen's  Bancshares 

2,758 

17.1 

342 

365 

Bristol-Myers 

2,756 

10.8 

343 

311 

GATX 

2,738 

—5.0 

344 

362 

Cincinnati  G  &  E 

1,  lot 

O  A 

345 

374 

Utah  Power  &  Light 

2,736 

12.5 

346 

379 

Kroger 

2,730 

13.5 

347 

335 

Banco  Popular  PR 

2,727 

1 .4 

348 

394 

United  Missouri  Bshs 

T  7  1  O 

1,1  iy 

1  7  Q 

349 

359 

Potomac  Elec  Power 

2,709 

7.6 

350 

426 

N  Y  State  Elec  &  Gas 

2,702 

27.0 

351 

354 

Indiana  National 

2,702 

5.6 

352 

396 

General  Mills 

2,702 

17.4 

353 

296  Pan  Am  World  Airways 

2,696 

-9.0 

354 

368 

Provident  Life  &  Acc 

2,695 

9.3 
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377 
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2,683 

10.6 

356 
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Firestone 

2,672 

-11.5 

357 
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Kimberly-Clark 

2,664 

10.3 

358 
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Boise  Cascade 

2,663 

-2.8 

395 

Delta  Air  Lines 
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360 

386 

Central  Bancshares 

2,658 

13.2 
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American  Can 

2,647 

-6.7 
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General  Dynamics 

2,640 

13.4 
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360 

MidCon 

2,639 

4.9 
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Houston  Natural  Gas 
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Texas  Instruments 
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0.2 

376 
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2,535 
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Central  Fidelity  Bks 

2,533 

19.7 
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First  United  Bancorp 

2,523 

3.4 
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385 

First  Florida  Banks 

2,502 

6.3 

380 

275 

F  W  Woolworth 

2,489 

-20.8 

381 

484 

Baker  International 

2,482 

37.3 

382 

437 

American  Bancorp 

2,471 

20.4 

383 

429 

Lockheed 

2,464 

17.1 

384 

443 

Texas  Oil  &  Gas 

2,463 

21.2 

385 

416 

Borg-Warner 

2,463 

12.4 

386 

423 

Natl  Central  Financl 

2,459 

13.6 
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Equitable  Bancorp 

2,458 

16.4 
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Tiger  International 

2,454 

-9.2 
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Combined  Internal! 

2,453 
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New  England  Electric 

2,451 

7.0 

391 

435 
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San  Diego  Gas  &  Elec 
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8.7 
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Portland  Genl  Llec 
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Emerson  Electric 
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430 
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Air  Prods  &  Chems 
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15.6 
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2.9 
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465 
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2,136 

12.2 
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2,136 

11.4 

441 

433 
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2,130 

2.7 
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Toledo  Edison 
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13.6 
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450 
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6.0 
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6.4 
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2,103 
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Burlington  Inds 
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Whitney  Holding 
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2,U43 

456 

487 

Union  Camp 

2,045 

457 

414 

Textron 

2,038 

387 

Cooper  Industries 
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459 

388 

Eaton 

2,030 

460 

488 

Amer  Hospital  Supply 

2,018 

461 

469  Dayton  Power  &  Light 

2,017 
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First  Virginia  Banks 

2,016 

463 

458 

Upjohn 

2,014 

464 

425 

Phelps  Dodge 
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Z,U14 

465 
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Oklahoma  Gas  &  Elec 

2,014 

466 

436 

Fin  Cp  Santa  Barbara 

2,007 

494 

Peoples  Bancorp 

1,UUj 

468 

364 

Northwest  Industries 

2,002 

469 

449 

Hercules 

2,001 

470 

491 

Ryder  System 

1,985 
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454 

Dana 

1,984 
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Merchants  National 

4/0 

467 

So  New  England  Tel 

i  ,yoo 
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■ 

Puget  Sound  Pwr  &  Lt 

1,954 

475 

466 

First  Empire  State 

1,947 
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Newmont  Mining 

1,947 

477 

453 

Intl  Minerals  &  Chem 

1,942 
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Broadview  Financial 
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463 

Boston  Edison 

1,930 
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462 

Hospital  Trust 

1,930 

481 

457 

Squibb 

1,930 

482 

■ 

Amer  Broadcasting 

1,922 

483 

461 

Wickes  Cos 

1,913 

484 

471 

Kidde 

i,yuy 

485 

495 

Carter  Hawley  Hale 

1,883 
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■  Mitchell  Energy  &  Dev 

1,875 

487 

497 

Campbell  Soup 

1,866 

488 

■ 

City  National 

1,859 
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■ 

Southland 

1,843 

490 

498 

Indust  Valley  Bank 

1,842 

491 

496 

Texas  Gas 

1,828 

492 

475 

North  Amer  Philips 

1,826 
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■ 

Farmers  Group 

1,803 

494 

■ 

Corning  Glass  Works 

1,798 

495 

■ 

Baxter  Travenol  Labs 

1,793 

496 

■ 

Kansas  City  Pwr  &  Lt 

1,792 
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■ 

Natl  Bancshares  Texas 

1,785 
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■  First  New  Mexico  Bksh 

1,774 

499 
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Esmark 

1,758 

500 

■ 
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What  do  you  call  a  company 
thats  ready  for  recovery  in  forest  products? 

SfMAT 

Signs  of  a  recovery  in  the  forest  products  indus- 
tries are  beginning  to  appear,  and  Sonat's  Southern 
Forest  Products  subsidiary  is  ready. 

Southern  Forest  Products  is  50%  owner  of 
Boise  Southern  Company,  a  joint  venture  with  Boise 
Cascade  Corporation,  with  730,000  acres  of  prime 
Louisiana  and  east  Texas  timberlands  and  integrated 
wood  products,  kraft  linerboard  and  newsprint  facilities. 

The  joint  venture  took  steps  to  improve  its 
operating  efficiency  during  the  recent  prolonged  reces- 
sion in  forest  products,  and  its  timberlands  provide  a 
continually  increasing  yield  of  trees  and  mineral 
royalties  and  bonuses. 

Southern  Forest  Products  is  just  one  part  of  the 
$3  billion  energy,  services  and  technology  company 
called  Sonat.  Other  operations  across  the  U.S.  and 
overseas  include:  Southern  Natural  Gas,  Sonat 
Exploration,  Sonat  Offshore  Drilling  and  Sonat 
Marine. 

To  learn  more  about  us,  ask  your  broker.  Or 
write:  Sonat  Inc.,  Corporate  Communications,  Dept. 
FB-5/9,  P.O.  Box  2563,  Birmingham,  Alabama 
35202.  Telephone:  205/325-3800  or  212/344-7955. 
Ask  for  our  annual  report. 

NYSE  Ticker  Symbol  SNT 


Sonat:  Working  to  make  the  future  as  good  as  our  past. 
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^^^^  While  you  may  consider  ance  that  remedial  actions  will  no  guarantee  against  a  futun 

your  reasons  valid  for  putting  off  be  completed.  catastrophe, 

pollution  liability  coverage,  kindly           A  company  in  Indiana  is  made  At  the  AIG  Companies, 

consider  the  growing  list  of  EPA  to  reimburse  the  government  consider  the  problem  of  acci 

and  Justice  Department  lawsuits.  $860,000.  plus  interest,  in  clean-up  dental  pollution,  whether  grc 

A  company  in  Pennsylvania  costs  because  of  a  gradual  leak-  or  sudden,  so  crucial,  we've  < 

is  sued  for  gradually  contaminating  age  of  chemicals.  a  special  department  to  hanc 

groundwater  that  leached  into  the           Etc..  etc..  etc.The  figures  for  AIG  s  Pollution  Legal  Lie 

Delaware  River.  Clean-up  costs:  this  growing  list  (now.  by  the  way.  Department. 

$67,000.  up  to  50  suits  a  year)  belong  to  EPA  A  department  with  the 

A  company  in  New  Jersey  is  and  the  Justice  Department,  not  us.  bility  and  the  experience  tha 

sued  retroactive  t(    ?73.  Penalty:            What's  more,  even  obeying  already  established  it  as  a  m< 

$500,000  put  in  escrow  as  assur-  today's  environmental  laws  is  force  in  pollution  insurance. 


TNAnON 

A  department  staffed  with 
people  who  are  authorities  on 
every  aspect  of  pollution,  to  help 
with  all  the  ins  and  outs  of  the 
many  changing  legal  standards. 

It  is  this  experience  that 
enables  us  to  offer  virtually  the 
most  comprehensive  pollution 
insurance  available,  on  a  very 
practical,  cost-efficient  basis.  For 
whatever  kind  of  accidental  pol- 
lution-gradual or  sudden.  Whether 
it  be  for  a  small  chain  of  gas 
stations  or  multi-million  dollar 
chemical  plants.  Against  loss  from 
personal  injury,  property  damage, 
and  even  legal  defense  costs. 

Incidentally,  for  over  60  years, 
AIG  companies  have  seen  to  it 
that  clients  have  received  optimum 
protection  for  things  like  hurri- 
canes, fires,  floods,  employee  fraud 
and  political  upheavals. 

Today  you'll  find  AIG  Com- 
panies leading  the  way  to  insuring 
global  risks,  energy  risks,  and  all 
types  of  property  and  casualty 
risks,  to  mention  just  a  few. 

For  more  information  about 
our  pollution  policy,  contact  AIG, 
Dept.  A,  70  Pine  Street.  New  York, 
N.Y.  10270. 

However,  may  we  gently  urge 
you  not  to  procrastinate. 

This  is  the  one  time  when 
time  may  not  be  on  your  side. 

OnceAgmn 

TllEANSWERlS 

mW  Aid 

IG  COMPANIES:  American  International  Underwnters,  American  Home  Assurance  Co. ,  Commerce  and  Industry  Insurance  Co  ,  National  Union  Fire  Insuratice  Company  of  Pittsburgh,  Pa. , 
mencan  IntematK/na!  Life  Assurance  Co. ,  North  American  Managers,  Neu>  Hampshire  Insurance  Co.  and  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs. 


The  Forbes  Market  Value  500 


Whatever  happened  to  old  masters 
and  other  diversions?  Answer: 
Stocks.  The  top  500  issues  gained 
$154  billion  in  total  market  value. 


o 


n  the  last  trading  day  of 
1981  the  total  worth  of  The 
Forbes  Market  Value  500 
was  $918,123,430,000.  One  year  lat- 
er it  was  $1,072,164,000,000— 
which  means  $154  billion  was  added 
to  the  worth  of  the  500  biggest  com- 
panies in  the  bull  market  of  1982. 

More  than  25%  of  that  huge  gain, 
or  over  $40  billion  in  value,  came  in  the  stock  of  the  first 
ten  companies,  and  that  despite  substantial  erosion  in  the 
oils  among  them  (which  account  for  four  of  the  ten). 

Except  for  the  oil  companies,  in  fact,  this  was  the  year 
the  blue  chips  came  back.  Take  Chrysler,  the  biggest 
gainer  on  the  list.  Investors  farsighted,  or  lucky,  enough  to 
have  bet  on  Lee  lacocca's  miracle  on  the  last  trading  day  of 
1981  saw  Chrysler's  total  market  value  increase  nearly 
sixfold  by  a  year  later.  IBM  gained  a  staggering  $24.3 
billion  in  market  value,  General  Electric  $8.6  billion, 
General  Motors  $7.7  billion.  Sears,  Roebuck  came  close  to 
doubling— from  $5.6  billion  to  $10.5  billion — moving 
from  25th  to  10th  on  the  list.  And  Ford  more  than  doubled. 

Many  smaller  companies  on  the  Market  Value  500  list 
did  even  better.  A  clutch  of  them  more  than  tripled, 
including  Federal  National  Mortgage,  Mary  Kay  Cosmet- 
ics, USAir  Group  and  Payless  Cashways.  More  than  a  score 


% 

Market  change 

Rank 

value  over 

1982  1981 

Company 

($000,000)  1981 

1  2 

IBM 

57,982  72.1 

2  1 

American  Tel  &  Tel 

53,225  11.1 

3  3 

Exxon 

25,764  -5.1 

4  7 

General  Electric 

21,616  65.4 

5  8 

General  Motors 

19,447  66.4 

at  least  doubled,  including  MCI 
Communications,  Humana,  R.H. 
Macy,  Gould,  Toys  'R'  Us,  Lock- 
heed, UAL,  AMR,  Walgreen,  Sysco, 
Tandon,  Great  Western  Financial,  E- 
Systems,  Lowe's  Cos.,  Sensormatic 
Electronics,  Food  Town  Stores,  Mer- 
cantile Stores,  Advanced  Micro  De- 
vices, Banc  One,  Trans  World, 
American  Stores,  Clorox,  Varian  Associates,  American 
Greetings,  SCOA  Industries  and  Paine  Webber. 

There  were  some  orphans  at  this  feast,  of  course,  not  all 
of  them  oil  companies.  Altogether,  123  of  the  500  compa- 
nies on  last  year's  list  lost  market  value  in  1982,  and  51  of 
them  dropped  completely  off,  to  be  supplanted  by  some  of 
those  big  gainers,  as  well  as  such  companies  as  the  new 
Norfolk  Southern  Corp.,  CIGNA,  AMR  and  Walgreen. 

These  market  value  figures  were  calculated  from  closing 
prices  on  Dec.  31,  1982.  The  Dow  Jones  industrial  average 
that  day  closed  at  1046.54  and  since  then  has  edged  above 
1150.  So  how  much  steam  is  left  in  the  big  bull  market? 
That's  impossible  to  predict,  but  it's  worth  noting  that,  in 
historical  terms,  the  market  had  a  long  way  to  come  back: 
That  $1,072  trillion  total  means  the  Market  Value  500  had 
not  done  too  much  more  than  pull  even  with  the  last 
trading  day  of  1980. 
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c  ComputerLand  1983 


No  matter  what  you  do, 
we  can  help  you  do  it  better. 


All  kinds  of  people,  in  all  kinds  of  businesses, 
are  finding  more  than  computers  at 
ComputerLand.  They're  discovering  new 
solutions  to  old  problems  and  opportunities 
they  hadn't  imagined:  ways  to  plan  more 
effectively,  to  manage  more  profitably,  to 
work  smarter. 

Because  ComputerLand  doesn't  merely 
offer  the  widest  selection 
of  personal  computers 
on  earth.  We  have  every- 
thing you  need  to  put  a 
personal  computer  to 


work  productively  in  your  business.  Know- 
how  to  help  you  choose  the  right  one  in  the 
first  place.  Plus  software,  service,  accessories 
and  professional  advice  to  help  you  make 
the  most  of  it. 

Selection,  support  and  expertise.  Only 
ComputerLand  provides  them  all— at  over 
400  stores  around  the  world.  When  it  comes 
to  personal  computers, 
nobody  does  it  better. 

Why  not  come  in  and 
see  what  we  can  help 
you  do  better. 


ComputerLand 

We  know  small  computers. 
Let  us  introduce  you.™ 


Over  400  stores  worldwide. 

For  locations  call  800-227-1617x1 18  (in  California  800-772-3545x118;  in  Hawaii  or  Canada  call  415-930-0777  collect). 


The  Forbes  Market  Value  500 


Rank 
1982  1981 


Company 


% 

Market  change 
value  over 
($000,000)  1981 


6 

9 

Eastman  Kodak 

14,233 

23.1 

4 

Vinwiirrl  f\ >  1  In/I 

1  1  A  1  A 
1  1,014 

—24  4 

8 

6 

cUaii  /~*;i 
Shell  Oil 

1  1   A  1A 

1  c.  o 
—  i  o.y 

9 

5 

Standard  Lin  uaiit 

in  oio 

— Z.T.4 

10 

25 

Sears,  Roebuck 

lU,r>no 

tttt  7 

11 

10 

Atlantic  Richfield 

10,353 

-8.4 

12 

1 1 

JVlODll 

1U,ZU4 

— U.o 

13 

i  z 
lo 

Procter  &  Gamble 

o  con 

7,  OZU 

A7  1 
4  /  .o 

14 

15 

Johnson  &  Johnson 

O  1C5 

1C  1 

OJ,  1 

15 

1  3 

Hewlett-Packard 

O  1  A  1 

7,  1  01 

oo.j 

16 

19 

Minn  Mining  &  Mfg 

8,842 

38.1 

1  0 
1/ 

l,  ,,,,1,,,/)  Hhi/i 

otanoaro  eni  wnio 

ft  WOO 

o,ouy 

1  1  7 

1  Q 

lo 

1  1 

r  i  uu  ront 

0,400 

— Z.o 

10 

1" 

1  A 

Texaco 

8  034 

-6  0 

on 
ZU 

Zo 

Philip  Morris 

7  55/1 

n  1  A 
Zo.o 

21 

27 

GTE 

7,491 

4L3 

1ft 

Coca-Cola 

7  058 

fsA  1 

IS 

1  A 

24 

American  Home  Prod 

A  Q7C 

o,y  fD 

Zo.Z 

-4 

in 

ZU 

Merck 

A  0  5  7 
0,ZO  / 

—U.o 

7H 

ZO 

4U 

American  Express 

A  1  15 
O,  Ioj 

4y.o 

26 

31 

R  J  Reynolds  Inds 

5,742 

16.8 

77 

Z/ 

1A 
OO 

SmithKline  Beckman 

5  70  1 

O,  /  Z  1 

TA  Q 

Zo.o 

o4 

Digital  Equipment 

5  554 

j,  304 

1  7  1 

1  f  .O 

zy 

0Q 

zy 

Union  Pacific 

5  171 

o,o  /  O 

7  ") 

/  .Z 

OU 

/1 1 
41 

Pfizer 

5  in  l 

oZ.o 

31 

49 

Tandy 

5,297 

51.7 

17 

1  7 

1  f 

f'nif  nil 

5  1  5n 

— Z 1 .4 

11 
j  j 

in 
OU 

Dow  Chemical 

5  (YiA 
0,UZ4 

1 . 1 

o4 

zl 

Phillips  Petroleum 

4,yyo 

ion 

— ly.u 

C/1 
o4 

Abbott  Laboratories 

A  ?n 

4,  /oZ 

/111 

4o.l 

36 

90 

Ford  Motor 

4,681 

132.2 

oi 

i  ft 

Union  Oil  California 

A  AO  1 

—2.7.2* 

id 
io 

44 

Weyerhaeuser 

4,594 

24.2 

IO 

4o 

American  Intl  Group 

A  CCO 

4,ooo 

117 

ZZ.  / 

4ft. 
4U 

Bristol-Myers 

/l  54  5 
4,040 

Zo.  / 

41 

37 

Tenneco 

4,413 

2.0 

4Z 

IO 

oy 

bli  Lilly 

4,361 

2.5 

00 

zz 

Halliburton 

4, 177 

—32. 1 

4Z 

intl  lei  &  lei 

4,162 

7.4 

4o 

oy 

Emerson  Electric 

4, 148 

43.0 

46 

55 

Citicorp 

4,135 

30.7 

4/ 

A1 

racinc  uas  ov  fclec 

4,001 

47. 1 

A  Q 

4o 

1  1A 

lo4 

MCI  Communications 

3,917 

140.6 

1  o 

4V 

Zo 

tjetty  Uil 

3,838 

-27.6 

5ft 

OU 

5A 

JO 

Raytheon 

5,111 

20. 1 

51 

73 

Commonwlth  Edison 

3,756 

54.2 

52 

61 

Dart  &  Kraft 

3,750 

35.4 

53 

95 

Wang  Laboratories 

3,712 

86.9 

54 

48 

Union  Carbide 

3,709 

5.3 

55 

26 

Sun  Company 

3,706 

-31.9 

56 

35 

Superior  Oil 

3,662 

-22.0 

57 

46 

Aetna  Life  &  Cas 

3,619 

2.5 

58 

66 

McDonald's 

3,618 

37.6 

59 

92 

J  C  Penney 

3,553 

77.1 

60 

32 

Caterpillar  Tractor 

3,542 

-27.2 

Rank 
1982  1981 


Company 


/o 

Market  change 
value  over 
($000,000)  1981 


61 

■ 

Norfolk  Southern 

3,438 

NA 

A9 

1  1  A 
1  1  o 

Hospital  Corp  of  Am 

3  424 

01  5 
y  i  .o 

A1 
00 

7A 

Baxter  Travenol  Labs 

X  AM 

AA  A 

04 

in 
1ZZ 

Phibro~Salomon 

2  AC\Q 

O0  5 

yz.o 

AC 

©4 

Westinghouse  Elec 

o,jyy 

5A  1 

,00.0 

66 

70 

So  Calif  Edison 

3,396 

34.8 

A7 
0/ 

lul 

Gannett 

1  17A 
0,0  /  O 

7A  0 

AW 

oo 

1  A1 
loo 

Wal-Mart  Stores 

1  150 

1  41  5 
1 40.0 

AO 

oy 

5  1 
DO 

PepsiCo 

1  lift 
o,ooo 

n  o 
u.z 

7H 

1  1  1 
111 

Motorola 

1111 
0,00  1 

CO  Q 
OZ.O 

71 

85 

Boeing 

3,272 

50.7 

/  z 

7C 

f  C 

Southern  Company 

I  1 A1 
0,ZoO 

/10  A 
4Z.4 

/o 

7  l 

1  1 

Rockwell  Intl 

1  05O 

o,zoy 

in  Q 
ou.y 

7/1 
/  4 

pip  \i  a 

1051 
j,Zj  1 

75. 

/  O 

Tpvas  Oil  &   (  -i< 

3  241 

—2  8 

76 

104 

Texas  Instruments 

3,184 

67.7 

77 

DU 

Xerox 

1  1  AA 
0, 1  OO 

7  c 

7ft 

1  flA 
1UO 

Anheuser-Busch  Cos 

1115 
O,  1  1  o 

AA  5 
OO.o 

70 

/y 

AO 
OZ 

Monsanto 

i  noA 
o,uyo 

1  1  ft 
U.o 

ftO 

ftA 
oO 

United  Technologies 

1  075 

0,U/  o 

40  n 

4Z.U 

81 

67 

American  Elec  Power 

3,050 

16.4 

82 

57 

R  i  n  L  \  mpn  pa 

2  972 

-5.2 

fti 

oO 

i  ni 
I  uo 

Time  Inc 

0  050 

2,7  J7 

55  4 

KJ 

o*» 

1 1 1 

1  IO 

Amer  Hospital  Supply 

0  R7ft 

5ft  5 
OO.O 

ft5 
oO 

1  Zo 

General  Re 

0  87  1 

Z,0  /  I 

A1  1 
OO.  1 

86 

123 

Dun  &  Bradstreet 

2,773 

57.2 

R7 

Oft 

yo 

K  mart 

0  71Q 

z,  /  oy 

4n  i 

4U.O 

ftft 
oo 

i  ftn 
1  ou 

Humana 

0  AftA 

z,ooo 

1  OA  0 
I  uo.z 

89 

ftft 
oo 

ToV-lC    I  '  t  1  1  1  t  1  PL 

2  683 

00  0 

27 .7 

oo 
yu 

fl7 

o  f 

J  P  Morgan 

0  A71 

Z,o  /  o 

07  A 
Z  /  .0 

91 

60 

Teledyne 

2,673 

-6.6 

07 

yz 

QA 

y4 

Georgia-Pacific 

0  AAH 
Z,OOU 

11  A 
OO.O 

oi 
yo 

1  51 
1  OO 

Dayton-Hudson 

0  A5A 
Z,OoO 

ft4  5 
04. o 

y4 

AO 

oy 

Consolidated  Edison 

0  A15 

Z,oO  D 

0  7ft 

21  .o 

QC 

1  A5 
lOo 

Goodyear 

0  505 

SO  5 

07.J 

96 

97 

Nabisco  Brands 

2,557 

30.2 

07 

y/ 

O  1 

7  1 

American  Brands 

0  511 
Z,oo  1 

0  5  7 

Zo.  / 

Oft 

yo 

1  5  1 
lo  1 

Waste  Management 

0  50  1 

Z,oZl 

71  5 

fO.D 

99 

1  1  5 

General  Mills 

0  4A5 

17  7 

OI  .1 

i  on 
1UU 

1UZ 

Alcoa 

0  A  A  7 
Z,44  / 

0  Q  0 

Zo.Z 

101 

109 

AMP 

2,445 

33.8 

1  07 
1UZ 

1  1  T 
1 1Z 

I  KW 

0  1QQ 

z,ooy 

o  1  .z 

1  OI 
1UO 

OO 

77 

International  Paper 

z,ooo 

zo.U 

1U4 

1  05 
lOO 

Merrill  Lynch 

T   1A  1 

Z,o41 

oi  7 

oz.  / 

1  AC 

1  1 A 

Beatrice  Foods 

1    2  10 

Z,oZo 

OZ.  1 

106 

206 

NCR 

2,300 

98.1 

107 

126 

Federated  Dept  Stores 

2,294 

31.6 

108 

133 

Squibb 

2,277 

39.1 

109 

120 

Warner-Lambert 

2,253 

27.1 

110 

110 

Duke  Power 

2,231 

22.2 

111 

143 

Pub  Svc  Elec  &  Gas 

2,205 

42.3 

112 

74 

CSX 

2,158 

-10.4 

113 

64 

United  States  Steel 

2,144 

-20.8 

114 

51 

Warner  Commun 

2,140 

-37.1 

115 

149 

Phila  Electric 

2,138 

44.6 

Rank 
1982  1981 


Company 


Market 
value 
($000,000)1 


116 

141 

Times  Mirror 

2,131 

117 

i  in 

1  oU 

Walt  Disney 

Tin 

I  lo 

1  /IT 

14Z 

Dow  (ones 

2,098 

1  1  o 

i  iy 

1  AT 

14/ 

Schering-Plough 

z,Uy6 

i  in 
1ZU 

i  An 
14U 

jVtiaule  ooutn  i  tils 

Z,U/3 

121 

138 

G  D  Searle 

2,065 

1  77 
1ZZ 

ftn 

oU 

Litton  Industries 

0  n55 

z,uoo 

1  AO 

1 10 
ioy 

General  Foods 

o  n54 

Z,UOf 

1  74 
1  Z4 

OA 

yo 

Amerada  Hess 

o  n5  i 
Z,Uo  1 

175 
lZo 

10  7 

1Z/ 

Kellogg 

t  nic 
Z,Uoo 

126 

296 

R  H  Macy 

2,033 

177 

l  n7 

1U/ 

Travelers 

o  no  a 
Z,UZo 

17ft 
IZo 

1  oo 

izy 

CPC  International 

t  n  i  a 
Z,Ulo 

1  70 

i  zy 

7c 

r  o 

Deere 

1  007 

i  ,yy  / 

i  in 
loll 

1  1  A 

1 14 

Avon  Products 

1  QOO 

i,yoy 

131 

93 

Burlington  Northern 

1,966 

loZ 

1  1A 

loo 

Honeywell 

1  C\AC\ 

i,y4u 

1 11 
loo 

1  77 

iff 

14  1  Uainv 

ri  |  neinz 

1011 

i,y  io 

1  14 
1o4 

70 

f7 

Occidental  Petroleum 

1  ftQI 

i,oyo 

1  15 
1  OO 

i  n5 

1UD 

Santa  Fe  Industries 

1  885 

1,000 

136 

183 

McGraw-Hill 

1,876 

117 

lo/ 

Q1 
OO 

w  k  Lirace 

1  Q4Q 
1 ,04o 

138 

262 

JV\el  ville 

1  843 

1  IO 

loy 

1  AT 

loZ 

nr  a 
KL,A 

1  Q1A 
l,0O4 

i  a  n 
141) 

1  71 
1  IO 

Florida  Power  &  Lt 

1  QOO 

l,oZo 

141 

72 

Pennzoil 

1,803 

1  47 

1  uo 

Signal  Cos 

l ,  OU  1 

141 

14o 

1  QA 
1  04 

rr\3  tnuustnes 

1  700 

1,  fyy 

144 

1  7C 

1  /o 

General  Dynamics 

1  7O0 

i,  /  yo 

1  A  C 

14o 

101 

lol 

Ralston  Purina 

1  770 

1,112. 

146 

174 

CBS 

1,771 

147 
14/ 

1  54 
lo4 

Burroughs 

1  7A0 
1 , 1  OZ 

148 

T  AC 

Zoo 

Delta  Air  Lines 

1  7CQ 

1,  loy 

1  A  O 

i4y 

0  57 

Zo  / 

Intel 

1  75ft 
1,  /  Oo 

150 

207 

Long  Island  Lighting 

1    71 1 

1,  /  ZZ 

151 

192 

Apple  Computer 

1,722 

152 

190 

Va  Electric  &  Power 

1   71  C 

1,  f  lo 

loo 

1  31 

loZ 

United  Telecom 

1  AOO 

i,oyy 

lo4 

ICO 

Zoo 

i  Aon 
i  ,oyu 

155 

1 58 

American  Cyanamid 

1    AQ  1 

l,ool 

156 

261 

Amer  Broadcasting 

1,671 

13/ 

1  lo 

Chase  Manhattan 

1  AAO 
1  ,ooz 

1  CO 
lDO 

1  Dl 

KimDeriy-ciarK 

1  AA  1 
1,001 

159 

157 

Archer  Uanls  nidland 

1,639 

160 

297 

Genuine  Parts 

1  A1A 

l,ooo 

161 

320 

Gould 

1,633 

162 

189 

Federal  Express 

1,624 

163 

170 

Continental  Corp 

1,620 

164 

235 

Carnation 

1,619 

165 

210 

McDonnell  Douglas 

1,618 

166 

223 

Chesebrough-Pond's 

1,616 

167 

264 

Knight-Ridder  News 

1,615 

168 

219 

Loews 

1,612 

169 

164 

Colgate-Palmolive 

1,608 

170 

172 

Houston  Industries 

1,604 

I  Not  on  500  list  in  1981  NA:  not  available 
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NATIONAL  DOUBLES 

YOUR  PAYOFF, 


Pick  up  one  of  these  three  exciting  free  gifts  or  get  a 
free  gift  certificate  on  the  spot  when  you  rent  any 
compact  or  larger  size  car  at  our  usual  low  rates.  See 
our  free  brochure  for  complete  details. 


GIFT  OFFER  NOW 
THROUGH  JUNE  30. 


National  features  GM  cars 
like  this  Buick  Regal. 


Why  choose  between  free  gifts  and  building  points  in  a 
frequent-traveler  program?  At  National  Car  Rental,  you 
can  have  both. 

We've  expanded  our  premium  offer  again!  Get  our  new 
travel  hair  dryer  or  space-saving  travel  iron,  or  you  can 
still  get  our  popular  TimeBall™/ree  -  while  supplies  last, 
when  you  rent  from  participating  U.S.  locations  through 
June  30.  Or  you  can  receive  gift  certificates  good  toward 
26  desirable  gifts. 

This  offer  applies  to  our  regular  low  rates  (including 
commercial  rates),  but  does  not  include  tour  package, 
special  promotional  and  some  weekend  rates.  Current 
certificates  will  be  valid  through  the  extended  program. 
Offer  expires  June  30,  1983. 

Now,  also  earn  free  travel 
with  National  and 

#Conti  nentals  Travel  Ban  L 

Continental's  TravelBank  is  part  two  of  your  National 
payoff.  While  you're  collecting  your  free  gifts  or 
certificates  from  National,  you  can  also  earn  credit  toward 
free  travel  from  TravelBank. 

Each  time  you  rent  any  size  car  from  a  participating 
National  location,  stay  at  a  participating  Hilton  hotel  or 
inn,  or  fly  Continental  or  any  one  of  22  participating 
commuter  airlines,  you'll  also  earn  credit  toward  free 
travel  bonuses.  For  full  details,  get  a  TravelBank 
brochure  at  National's  participating  U.  S.  locations.  This 
offer  good  through  March  31,  1984. 

For  low  rates,  free  gifts,  free  travel  and  more,  call  us. 
Our  toll-free  National  number  -  800-CAR-RENTSM  - 
lets  you  make  fast  reservations  anytime,  from 

anywhere  in  the  U.S. 
^  That's  what  we  call 

National  attention. 


You  deserve  National  attention. 


National  Car  Rental 


'1983.  National  Car  Rental  System,  Inc.  In  Canada,  it's  Tilden  In  Europe.  Africa  and  the  Middle  East,  it's  European 


We're  all  in 
this  together. 


As  much  as  rugged  individualism 
had  to  do  with  building  America,  our 
country  owes  a  great  deal  to  the 
tradition  of  teamwork. 

The  self-interest  of  enterprising 
Americans  has  meshed  with  the  in- 
terest of  others  when  it  was  neces- 
sary to  make  a  better  product, 
build  a  stronger  economy,  extend 
an  opportunity  to  those  in  need. 

That  spirit  of  teamwork  wasn't  . 
coerced.  It  arose  naturally  and 
freely  when  Americans  saw  that 
short-term  self-interest  needed 
to  be  subordinated  to  long-term 
common  good/ 

In  an  economy  as  complex  and 
sometimes  as  fragile  as  this,  that 
teamwork  is  more  important  than 
ever  before.  The  interdependence 
of  labor,  management,  investors, 
consumers  and  government  is 
so  ingrained  that  the  system  can  be 
pulled  apart  if  the  components 
don't  pull  together. 

There  are  signs  now  that  the  tradi- 
tion of  teamwork  is  being  reinvig- 
orated  to  meet  the  challenges  we 
face  as  a  free  economy  in  a  free 
society.  We  need  those  challenges 
to  remind  us: 
We're  all  in  this  together. 
Don't  you  agree? 

InterNorth  is  a  diversified,  energy- 
based  corporation  involved  in  natural 
gas,  liquid  fuels,  petrochemicals, 
and  exploration  and  production. 

International  Headquarters, 
Omaha,  Nebraska  68102 


INTERNORTH 


01983.  InterNorth.  Inc. 


We  work 
for  America. 


Our  2-Pound  Pak  makes  you 
look  good  for  less. 


'They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail 


Next  Day  Service.  IS 
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473 

Fedl  Natl  Mortgage 

1,603 

219.1 

217 

Levi  Strauss 

1,601 

42.4 

277 

Whirlpool 

1,594 

73.2 

224 

Borg-Warner 

1,582 

43.2 

268Capital  Cities  Commun 

1,577 

64.1 

69 

Baker  International 

1,567 

-39.5 

68 

Dresser  Industries 

1,559 

-40.3 

276 

Campbell  Soup 

1,559 

68.9 

166 

General  Instrument 

1,555 

14.0 

273 

Marriott 

1,553 

65.5 

220 

Arizona  Public  Serv 

1,533 

37.3 

77 

Fluor 

1,529 

-34.8 

144 

Sperry 

1,526 

1.2 

275 

Masco 

1,522 

63.4 

100 

Kerr-McGee 

1,517 

-21.7 

1 

215 

Central  &  South  West 

1,516 

34.0 

171 

Texas  Eastern 

1,500 

11.9 

1 

319 

Natl  Medical  Entrprs 

1,499 

87.9 

1 

205 

Newmont  Mining 

1,493 

28.1 

1 

145 

Transamerica 

1,472 

-1.8 

1 

195 

Union  Camp 

1,467 

21.6 

> 

239 

Niagara  Mohawk  Pvvr 

1,466 

41.1 

! 

230 

Detroit  Edison 

1,462 

35.2 

1 

119 

Houston  Natural  Gas 

1,458 

-18.2 

i 

191 

Mfrs  Hanover 

1,454 

18.2 

5 

194 

Marsh  &  McLennan 

1,443 

18.2 

7 

411 

Toys  "R"  Us 

1,429 

133.6 

* 

58 

AMAX 

1,427 

-52.2 

) 

■ 

Chrysler 

1,411 

471.5 

) 

135 

Upjohn 

1,402 

-13.5 

1 

272 

Corning  Glass  Works 

1,396 

47.3 

2 

255 

Penn  Power  &  Light 

1,396 

39.4 

3 

241 

Consumers  Power 

1,387 

34.4 

4 

178 

Control  Data 

1,380 

5.6 

5 

250 

Gillette 

1,370 

34.9 

6 

168 

Sterling  Drug 

1,368 

1.4 

7 

302 

Holiday  Inns 

1,362 

59.6 

8 

353 

May  Dept  Stores 

1,361 

87.5 

9 

311 

Borden 

1,359 

65.6 

0 

278 

Ohio  Edison 

1,345 

47.1 

1 

137 

Diamond  Shamrock 

1,327 

-16.8 

2 

437 

Lockheed 

1,317 

133.3 

3 

294 

Consolidated  Foods 

1,311 

50.7 

4 

246 

St  Paul  Cos 

1,308 

27.8 

5 

203 

USF&G 

1,307 

11.9 

6 

229 

Champion  Intl 

1,305 

20.4 

7 

376 

Electronic  Data  Sys 

1,302 

89.4 

8 

202 

Gulf  &  Western  Inds 

1,287 

10.0 

9 

159 

First  Interstate  Bancp 

1,280 

-7.6 

0 

226 

Fort  Howard  Paper 

1,270 

16.4 

1 

305 

Auto  Data  Processing 

1,265 

49.3 

2 

212 

Carolina  Pwr  &  Lt 

1,265 

11.3 

3 

238 

Dana 

1,264 

20.6 

4 

188 

InterFirst 

1,261 

2.1 

5 

234 

General  Signal 

1,259 

17.6 

226 

306 

Amer  Medical  Intl 

1,240 

46.6 

281 

325 

Avnet 

1,030 

30.7 

227 

267 

Hercules 

1,232 

28.1 

282 

291 

Chemical  New  York 

1,027 

16.3 

228 

254 

American  General 

1,224 

22.1 

283 

260 

Stauffer  Chemical 

1,025 

4.6 

229 

81 

Cooper  Industries 

1,223 

-45.9 

284 

216 

Southern  Pacific 

1,019 

-9.6 

230 

82 

Hughes  Tool 

1,221 

-44.7 

285 

428 

Northwest  Airlines 

1,019 

74.2 

231 

313 

Cleveland  Elec  Ilium 

1,220 

49.4 

286 

362 

Intl  Flavors  &  Frag 

1,010 

41.6 

232 

208 

Perkin-Elmer 

1,218 

6.1 

287 

289 

Centel 

1,010 

14.1 

233 

247 

Cox  Communications 

1,212 

18.8 

288 

326 

Rohm  &  Haas 

1,006 

27.9 

234 

300 

Public  Service  Ind 

1,206 

40.9 

289 

359 

Gulf  States  Utils 

990 

37.7 

235 

228 

Farmers  Group 

1,197 

10.2 

290 

488 

UAL 

985 

101.7 

236 

373 

Safeway  Stores 

1,196 

72.8 

291 

402 

Homestake  Mining 

972 

55.3 

237 

251 

Hilton  Hotels 

1,194 

17.9 

292 

347 

Safeco 

972 

30.3 

238 

200 

Texas  Commerce  Bshs 

1,189 

0.3 

293 

245 

Tandem  Computers 

965 

-5.9 

239 

161 

InterNorth 

1,183 

-14.3 

294 

169 

ENSERCH 

958 

-28.8 

240 

283 

Pacific  Pwr  &  Lt 

1,172 

29.1 

295 

197 

Big  Three  Industries 

955 

-20.4 

241 

182 

Harris  Corp 

1,165 

-9.5 

296 

360 

Super  Valu  Stores 

953 

32.6 

242 

315 

Union  Electric 

1,161 

42.8 

297 

253 

Consol  Natural  Gas 

951 

-5.3 

243 

256 

Nalco  Chemical 

1,152 

15.9 

298 

330 

Square  D 

947 

21.6 

244 

339 

Roadway'  Services 

1,145 

50.8 

299 

259 

M/A-Com 

941 

^4.2 

245 

131 

Freeport-McMoran 

1,143 

-30.9 

300 

304 

Lincoln  National 

940 

10.5 

246 

328 

Northrop 

1,142 

46.1 

301 

357 

Firestone 

933 

29.4 

247 

148 

Allied  Corp 

1,141 

-22.9 

302 

344 

Southland 

933 

24.1 

248 

196 

El  Paso 

1,135 

-5.8 

303 

414 

Capital  Holding 

926 

52.4 

249 

65 

NL  Industries 

1,135 

-57.0 

304 

392 

Deluxe  Check  Printers 

923 

42.8 

250 

364  R  R  Donnelley  &  Sons 

1,132 

58.8 

305 

422 

Louisiana-Pacific 

922 

54.4 

251 

341 

Allegheny  Power 

1,130 

49.7 

306 

■ 

AMR 

922 

191.3 

252 

340 

Winn-Dixie  Stores 

1,125 

48.2 

307 

295 

Eaton 

921 

5.8 

253 

310 

Illinois  Power 

1,113 

34.6 

308 

281 

Jack  Eckerd 

920 

1.0 

254 

233 

Continental  Group 

1,109 

3.3 

309 

443 

ROLM 

908 

63.3 

255 

351 

Kroger 

1,102 

51.5 

310 

366 

No  States  Power 

907 

28.2 

256 

361 

Household  Intl 

1,102 

53.7 

311 

282 

Brown-Forman  Dist 

903 

-0.7 

257 

244 

Tektronix 

1,095 

6.6 

312 

387 

Lucky  Stores 

885 

34.4 

258 

242 

Continental  Telecom 

1,092 

6.2 

313 

438 

Hershey  Foods 

883 

56.6 

259 

201 

Dover 

1,090 

-7.7 

314 

382 

Interco 

880 

31.2 

260 

146 

Panhandle  Eastern 

1,087 

-27.2 

315 

441 

GEICO 

880 

57.4 

261 

193 

Combustion  Eng 

1,086 

-11.1 

316 

285 

Arkla 

880 

-2.1 

262 

370 

Prime  Computer 

1,086 

55.2 

317 

266 

Becton,  Dickinson 

875 

-10.0 

263 

299 

Pillsbury 

1,085 

26.4 

318 

390 

Engelhard 

866 

33.2 

264 

358 

Northeast  Utilities 

1,085 

50.5 

319 

379 

Scott  Paper 

864 

26.6 

265 

231 

Air  Prods  &  Chems 

1,083 

0.6 

320 

■ 

Walgreen 

859 

136.6 

266 

336 

City  Investing 

1,081 

41.9 

321 

484 

N  Y  State  Elec  &  Gas 

858 

75.4 

267 

425 

Ryder  System 

1,076 

81.8 

322 

420 

So  New  England  Tel 

856 

42.7 

268 

327 

Baltimore  Gas  &  Elec 

1,074 

37.2 

323 

211 

Murphy  Oil 

852 

-25.1 

269 

121 

Armco 

1,073 

-39.4 

324 

301 

Intl  Minerals  &  Chem 

852 

-0.3 

270 

160 

SONAT 

1,072 

-22.5 

325 

372 

Quaker  Oats 

848 

21.8 

271 

406 

Western  Union 

1,071 

72.3 

326 

187 

Natomas 

847 

-32.0 

272 

237 

Revlon 

1,070 

1.7 

327 

287 

Computervision 

846 

^4.6 

273 

318 

Utah  Power  &  Light 

1,067 

33.7 

328 

403 

Esmark 

846 

35.1 

274 

404 

Browning-Ferris  Inds 

1,059 

69.4 

329 

416 

Medtronic 

845 

40.5 

275 

288 

Bankers  Trust  NY 

1,047 

18.0 

330 

292 

Penn  Central 

844 

^4.0 

276 

280 

Boise  Cascade 

1,041 

14.0 

331 

478 

NIKE 

841 

69.8 

277 

308 

FMC 

1,038 

24.3 

332 

249 

Bethlehem  Steel 

841 

-17.2 

278 

213 

Security  Pacific 

1,038 

-8.6 

333 

232 

St  Regis  Paper 

840 

-21.8 

279 

374 

Owens-Corning  Fbrgls 

1,037 

50.4 

334 

447  United  States  Gypsum 

839 

52.0 

280 

218 

Columbia  Gas  System 

1,034 

-7.8 

335 

393 

Potomac  Elec  Power 

838 

30.4 

I  Not  on  500  list  in  19K1. 
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440                        EG&G        835  49.0 
498           Morton  Thiokol        834  80.2 
427       Public  Service  N  M        833  42.2 
467    San  Diego  Gas  &  Elec        833  60.5 
479                   Revco  D  S        830  68.3 

391  252  Mitchell  Energy  &  Dev        737  -27.2 

392  ■     Mary  Kay  Cosmetics       735  209.0 

393  271                      Lubrizol        735  -22.5 

394  434           Florida  Progress       728  27.6 

395  204      Storage  Technology       725  -37.9 

446  481  Alexander  &  Alexander       635  28.9 

447  405            Baldwin-United       635  1.9 

448  410                 Wells  Fargo       634  3.3 

449  500  Dayton  Power  &  Light       633  37.9 

450  445              Jefferson-Pilot       633  14.2 

398                Metromedia       828  30.3 
■                        Sysco       820  112.7 
317       American  Standard        820  1.4 
395       Public  Service  Colo       817  27.7 
303              RepublicBank        816  -4.3 

396  ■                   E-Systems        724  106.9 

397  ■     Key  Pharmaceuticals        723  125.6 

398  286                   Petrolane       722  -18.8 

399  117    Northwest  Industries       708  -60.3 

400  263        First  City  Bancorp       707  -27.6 

451  453                     Raychem        627  16.9 

452  475        Portland  Genl  Elec       621  24.5 

453  407          Vulcan  Materials       618  -0.3 

454  430            Bank  of  Boston       613  5.6 

455  ■  Armstrong  World  Inds       613  49.6 

176      Continental  Illinois       814  -38.0 
284                     Textron       812  -10.4 
290  Am  Natural  Resources       808  -8.6 
j  335                 Sundstrand       805  5.4 
221            Louisiana  Land       802  -28.1 

401  477      Genl  Tire  &  Rubber        706  42.2 

402  293                     Celanese        705  -19.2 

403  472                       Comsat        702  38.2 

404  378         Allied  Bancshares       702  2.7 

405  ■                     Limited       701  257.5 

456  350               Phelps  Dodge        612  -16.3 

457  436                         Chubb        611  8.0 

458  ■         Varian  Associates       611  152.3 

459  ■       Servicemaster  Inds       611  49.4 

460  342     Bally  Manufacturing       610  -18.9 

j    375            Burlington  Inds        799  16.2 
i   383                    ASARCO        797  18.9 

332        National  Distillers       796  3.2 
■                       Tandon        795  157.3 

457               Allied  Stores       794  50.2 

406  409                     Westvaco        695  13.1 

407  ■        Lowe's  Companies        693  178.1 

408  354                       NICOR        692  -4.2 

409  ■     Sensormatic  Electrns        690  107.4 

410  ■         Food  Town  Stores        685  107.9 

461  ■                  Jim  Walter       610  90.5 

462  227            Transco  Energy        607  -44.2 

463  ■                   Pic'n'Save       606  142.2 

464  ■  Associated  Dry  Goods        602  81.1 

465  ■  Wendy's  International       596  65.1 

450           FWWoohvorth       792  45.1 
329        Crown  Zellerbach       791  1.5 
439    New  England  Electric       787  39.8 
419            Duquesne  Light        786  30.9 
167           Mesa  Petroleum       785  -42.3 

411  ■         Mercantile  Stores        682  107.2 

412  459       Consol  Freightways        674  27.7 

413  ■  Convergent  Technolgs        673  NA 

414  426      Foremost-McKesson        673  14.8 

415  ■             HFAhmanson        671  87.1 

466  ■       Southwest  Airlines        595  98.0 

467  ■                        Clorox        595  121.2 

468  ■               Brown  Group        595  93.0 

469  ■         Payless  Cashways       592  213.6 

470  ■  Southwestern  Pub  Svc       590  40.3 

225             Ingeisoll-Rand       783  -28.9 
I    381                     Polaroid       782  16.1 
■          Washington  Post       781  78.4 
I    452                AC  Nielsen       777  43.9 
i   489                Gulf  United       775  59.4 

416  345             CBI  Industries       669  -11.0 

417  380         E  F  Hutton  Group        666  -1.8 

418  321                        Cabot       664  -16.1 

419  400       Northwest  Bancorp       664  5.6 

420  199        Southland  Royalty        664  -44.3 

471  482                Inland  Steel       589  19.9 

472  ■                 PHH  Group        588  61.8 

473  ■      American  Greetings       586  112.4 

474  ■       United  States  Shoe       586  65.8 

475  424    Gt  Northern  Nekoosa       585  -1.8 

355           Pacific  Lighting       772  6.8 
j   309                Ashland  Oil       771  -7.1 
■                  Albertson's       769  95.2 

460             WW  Grainger       768  45.5 
»    446     Berkshire  Hathaway       765  38.4 

421  ■  Advanced  Micro  Devcs        662  137.2 

422  ■  Shared  Medical  Systm       660  47.9 

423  ■               USAir  Group        659  225.2 

424  497             Stanley  Works       659  42.0 

425  ■        So  Carolina  E  &  G        657      47  6 

476  ■  Puget  Sound  Pwr  &  Lt       582  41.0 

477  ■                   Jewel  Cos       581  32.1 

478  ■  Tele-Communications       580  52.0 

479  ■           Willamette  Inds       575  29.1 

480  493                 LearSiegler       575  21.0 

!    396            Black  &  Decker        763  19.8 
j    298             Owens-Illinois       761  -12.3 
|   222                      Pioneer       761  -31.6 
■    Gt  Western  Financial       760  131.9 
!    316                      MidCon        760  -6.0 

426  ■                    Banc  One        655  117.7 

427  455       North  Amer  Philips        654  22.7 

428  388    Kaiser  Alum  &  Chem       652  -0.7 

429  ■                      Rite  Aid        650  61.6 

430  307                      MAPCO        650  -22.7 

481  385             American  Can       574  -13.7 

482  352                     Timken       573  -21.2 

483  429      Cincinnati  Milacron        572  -1.9 

484  ■        Premier  Industrial        572  32.5 

485  ■                  Grumman       568  97.3 

{    431      Wisconsin  Elec  Pwr       756  31.1 
209   Utd  Energy  Resources       755  -34.3 
jl   451         Cincinnati  G  &  E       754  38.8 
1   371                 Greyhound       751  7.5 
|    312      Pioneer  Hi-Bred  Intl       750  -8.3 

431  ■                            VF       649  96.9 

432  ■                US  Tobacco       648  49.6 

433  ■                            Pall        648  54.2 

434  ■                     Diebold       646  59.0 

435  454         Mercantile  Texas       646  21.0 

486  ■       Beverly  Enterprises        567  95.5 

487  ■               BF  Goodrich        567  44.3 

488  363                       Norton       567  -20.5 

489  ■           General  Cinema       566      46  7 

490  ■                     Tampax       565  58.4 

j    389      Combined  Internatl       749  15.1 
■              Pitney  Bowes       746  84.3 
1    356          Mellon  National       746  3.3 
:    384                    PACCAR        746  11.7 
i   486  Oklahoma  Gas  &  Elec       744  52.3 

436  417            McGraw-Edison        645  7.3 

437  198                       SEDCO        644  -46.3 

438  ■                          Avco        641  51.7 

439  391          Richardson- Vicks        641  -1.2 

440  240      Smith  International       640  -38.4 

491  413              Norton  Simon       565  -7.3 

492  397           Belco  Petroleum       564  -11.4 

493  ■              Alco  Standard       564  55.2 

494  ■                      Emhart       563  46.0 

495  ■                     Potlatch       563  23.6 

j   338             Colt  Industries        743  -2.4 
\    179           Martin  Marietta        740  -43.3 
■    492          New  York  Times        740  53.8 
442      No  Indiana  Pub  Svc       739  32.8 
i   333              First  Chicago       738  -3.9 

441  423       American  Petrofina        639  7.1 

442  ■                Trans  World        638  114.2 

443  ■           American  Stores        638  119.5 

444  155     Cameron  Iron  Works       637  -55.3 

445  346           Noble  Affiliates       635  -14.8 

496  476             Cray  Research       561  12.5 

497  ■     Tucson  Electric  Pwr       560  41.2 

498  ■          SCOA  Industries       559  177.6 

499  ■              Paine  Webber       558  132.2 

500  469      Commerce  Clearing       558  8.3 

Not  on  500  list  in  1981.  NA:  not  available. 
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Where  they  rank:  1982  

Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

I! 

374 

253 

35 

86 

Abbott  Laboratories  (Dec) 

2,566,909 

2,602,447 

4,731,530 

281 

■ 

■ 

421 

■ 

Advanced  Micro  Devices  (Mar) 

243,523 

281,580 

661,994 

10 

27 

57 

35 

Aetna  Life  &  Casualty  (Dec) 

44,210,828 

14,164,375 

3,619,240 

52! 

452 

■ 

■ 

■ 

Affiliated  Bankshares  of  Colorado  (Dec) 

2,058,184 

242,532 

112,032 

2 

50 

315 

415 

■ 

H  F  Ahmanson  (Dec) 

16,863,863 

2,014,906 

670,856 

-4 

435 

383 

265 

272 

Air  Products  &  Chemicals  (Sept) 

2,169,505 

1,568,916 

1,082,520 

10i 

■ 

153 

368 

432 

Albertson's  (Jan) 

831,079 

3,940,117 

769,466 

5 

■ 

236 

493 

419 

Alco  Standard  (Sept) 

920,880 

2,851,999 

563,520 

$ 

■ 

■ 

446 

■ 

Alexander  &  Alexander  Services  (Dec) 

1,456,519 

573,254 

635,136 

1 

210 

427 

■ 

434 

Alleghany  (Dec) 

4,402,833 

1,349,742 

415,758 

447 

237 

■ 

494 

Allegheny  International  (Dec) 

2,081,120 

2,838,620 

314,123 

4 

269 

348 

251 

174 

Allegheny  Power  System  (Dec) 

3,420,827 

1,751,811 

1,130,191 

16 

136 

■ 

404 

334 

Allied  Bancshares  (Dec) 

6,010,632 

717,930 

701,581 

8 

125 

77 

247 

92 

Allied  Corp  (Dec) 

6,272,000 

6,167,000 

1,141,219 

ll\ 

421 

197  ■ 

355 

306 

Allied  Stores  (Ian) 

2,283,252 

3,249,363 

793,801 

91 

■ 

370 

■ 

■ 

Allis-Chalmers  (Dec) 

1,204,421 

1,609,992 

122,655 

-20> 

138 

118 

100 

■ 

Aluminum  Company  of  America  (Dec) 

5,989,500 

4,647,630 

2,446,675 

173 

270 

198 

■ 

AMAX  (Dec) 

5,089,600 

2,415,500 

1,426,583 

-39' 

133 

54 

124 

166 

Amerada  Hess  (Dec) 

6,145,303 

8,342,570 

2,051,250 

16 

382 

■ 

■ 

■ 

American  Bancorporation  (Dec) 

2,47L,186 

271,487 

113,613 

2 

127 

124 

97 

55 

'American  Brands  IDec) 

6,255,882 

4,563,496 

2,530,694 

38 

482 

250 

156 

175 

American  Broadcasting  Cos  (Dec) 

1,922,292 

2,640,753 

1,670,895 

16 

361 

147 

481 

■ 

American  Can  (Dec) 

2,647,300 

4,063,400 

574,213 

-13 

315 

184 

155 

225 

American  Cyanamid  (Dec) 

2,997,405 

3,453,674 

1,680,858 

13; 

■  Not  on  si  i  'Figures  include  unconsolidated  subsidiaries. 
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A  Summary  of  the  500s'  Rankings 


On  these  and  the  following  pages,  a 
summary  of  all  four  Forbes  500 
rosters,  the  companies  are  listed 
alphabetically.  We  give  their  rankings 
in  assets,  sales,  market  value  and  net 
profits,  the  actual  figures  reported  that 
determined  those  rankings,  the 
number  of  their  employees  and  the 
names  of  their  chief  executives. 


Share  data:  1982- 


i  Cash 

Shares 

Market 

Number  of 

»  flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

ii;$ooo) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

39,833 

122,104 

NYSE 

ABT 

2.37 

0.81 

38% 

North  Chicago,  111 

31.8 

Robert  A  Schoellhorn 

24,992 

26,348 

NYSE 

AMD 

0.37 

none 

25'/s 

Sunnyvale,  Cal 

9.9 

Walter  J  Sanders  III 

50,300 

99,498 

NYSE 

AET 

5.80 

2.47 

36% 

Hartford,  Conn 

46.7 

John  H  Filer 

36,128 

6,224 

NASDAQ 

AFBK 

2.98 

1.00 

18 

Boulder,  Colo 

2.2 

Leo  Hill 

88,675 

24,175 

NYSE 

AHM 

-1.88 

0.75 

27% 

Los  Angeles,  Cal 

4.7 

William  H  Ahmanson 

il  0,746 

29,760 

NYSE 

APD 

3.68 

0.80 

36% 

Allentown,  Pa 

17.6 

Edward  Donley 

13,288 

16,285 

NYSE 

ABS 

3.81 

0.97 

47'/4 

Boise,  Ida 

31.0 

Warren  E  McCain 

86,339 

18,784 

NYSE 

ASN 

2.95 

1.09 

30 

Valley  Forge,  Pa 

17.9 

Ray  B  Mundt 

77,389 

25,030 

NYSE 

AAL 

0.57 

1.94 

25% 

New  York,  NY 

9.0 

John  A  Bogardus  Jr 

35,481 

8,378 

NYSE 

Y 

5.80 

1.08 

495/g 

New  York,  NY 

4.6 

Fred  M  Kirby 

80,274 

1 1,269 

NYSE 

AG 

0.21 

1.40 

27% 

Pittsburgh,  Pa 

46.7 

Robert  J  Buckley 

18,958 

47,587 

NYSE 

AYP 

3.41 

2.28 

23% 

New  York,  NY 

5.8 

Charles  B  Finch 

30,616 

29,728 

NASDAQ 

ALBN 

2.78 

0.73 

235/8 

Houston,  Tex 

3.5 

Gerald  H  Smith 

35,000 

35,250 

NYSE 

ALD 

6.22 

2.40 

32% 

Morris  Township,  NI 

51.3 

Edward  L  Hennessey  Jr 

{75,883 
1 

20,821 

NYSE 

ALS 

4.41 

1.80 

38!/s 

New  York,  NY 

65.0 

Thomas  M  Macioce 

|65,034 

12,580 

NYSE 

AH 

-17.24 

none 

9% 

West  Allis,  Wise 

21.7 

David  C  Scott 

is  7, 700 

78,925 

NYSE 

AA 

-0.15 

1.65 

31 

Pittsburgh,  Pa 

40.9 

Charles  W  Parry 

(92,000 

65,590 

NYSE 

AMX 

-6.53 

0.85 

21% 

Greenwich,  Conn 

17.1 

Pierre  Gousseland 

166,778 

82,050 

NYSE 

AHC 

2.00 

1.10 

25 

New  York,  NY 

8.9 

Philip  Kramer 

27,508 

9,089 

NASDAQ 

APEN 

2.53 

1.00 

W/i 

Reading,  Pa 

1.9 

Samuel  A  McCullough 

1*5,732 

55,165 

NYSE 

AMB 

6.55 

3.50 

45% 

New  York,  NY 

50.1 

Edward  W  Whittemore 

145,428 

'28,996 

NYSE 

ABC 

5.54 

1.60 

57% 

New  York,  NY 

13.7 

Leonard  H  Goldenson 

191,500 

18,598 

NYSE 

AC 

-7.31 

2.90 

307/s 

Greenwich,  Conn 

36.8 

William  S  Woodside 

107,505 

48,370 

NYSE 

ACY 

2.74 

1.75 

34% 

Wayne,  NJ 

41.0 

George  J  Sella 

I\1I  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9.  1983 
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 Where  they  rank:  1982 — 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  | 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($ 

62 

139 

81 

65 

American  Electric  Power  (Dec) 

12,223,786 

4,179,955 

3,049,539 

3351 

23 

55 

25 

30 

American  Express  (Dec) 

28,311,000 

8,093,000 

6,135,183 

58l| 

311 

■ 

■ 

American  Fletcher  (Dec) 

3,038,369 

347,978 

91,580 

18 

56 

228 

228 

135 

American  General  (Dec) 

13,275,827 

2,913,211 

1,224,231 

202 

■ 

■ 

473 

■ 

American  Greetings  IFeb) 

580,675 

742,683 

585,748 

44 

335 

122 

23 

31 

American  Home  Products  (Dec) 

2,831,781 

4,582,096 

6,974,646 

560 

460 

220 

84 

112 

American  Hospital  Supply  (Dec) 

2,018,400 

2,968,400 

2,877,875 

229i 

85 

1  77 

ill 

1Q 

oy 

48 

American  International  Group  (Dec) 

9,119,928 

3,563,172 

4,558,363 

412 

■ 

477 

226 

349 

American  Medical  International  (Aug) 

1,219,817 

1,154,689 

1,240,390 

78 

■ 

233 

■ 

■ 

American  Motors  (Dec) 

1,607,319 

2,878,416 

377,632 

-153 

292 

■ 

■ 

392 

American  National  Insurance  (Dec) 

3,222,122 

723,970 

441,854 

69 

227 

210 

348 

172 

American  Natural  Resources  (Dec) 

3,980,303 

3,097,159 

807,886 

161 

■ 

ly  1 

AA  1 

453 

American  Petrofina  (Dec) 

1,166,022 

2,242,445 

638,793 

5J 

417 

■ 

■ 

■ 

American  Savings  &  Loan  Assn  of  Fla  (Sept) 

2,305,568 

287,931 

57,462 

-13 

271 

■ 

■ 

■ 

American  Security  (Dec) 

3,406,894 

368,685 

180,222 

28 

■ 

303 

343 

■ 

American  Standard  (Dec) 

1,519,930 

2,124,519 

819,570 

y- 

■ 

60 

443 

307 

American  Stores  (Jan) 

1,444,367 

7,507,772 

637,585 

9C 

1 

L 

L 

1 

American  Telephone  &  Telegraph  (Dec) 

148,185,500 

65,093,000 

53,225,234 

6,992 

145 

■ 

■ 

418 

AmeriTrust  (Dec) 

5,753,475 

623,605 

332,189 

61 

■ 

296 

■ 

■ 

Amfac  (Dec) 

1,421,869 

2,208,538 

388,804 

34 

■ 

452 

101 

250 

AMP  (Dec) 

1,076,322 

1,243,438 

2,445,211 

118 

233 

140 

306 

■ 

2AMR  (Dec) 

3,896,813 

4,176,974 

921,715 

-IS 

285 

■ 

AmSouth  Bancorporation  (Dec) 

3,255,458 

373,768 

172,443 

31 

■ 

416 

■ 

■ 

Amstar  ()une) 

666,619 

1,421,912 

228,763 

4C 

■ 

357 

■ 

446 

Anderson,  Clayton  (June) 

909,192 

1,680,723 

328,998 

5i 

232 

123 

78 

87 

Anheuser-Busch  Cos  (Dec) 

3,902,847 

4,576,575 

3,114,834 

28; 

■ 

■ 

151 

421 

Apple  Computer  (Sept) 

357,787 

583,061 

1,722,234 

6] 

■ 

■ 

ARA  Services  (Sept) 

1,205,787 

2,805,633 

411,411 

3? 

430 

167 

159 

187 

Archer  Daniels  Midland  (June) 

2,194,819 

3,712,977 

1,638,773 

15i 

414 

■ 

■ 

■ 

^Arizona  Bancwest  (Dec) 

2,337,246 

274,782 

131,953 

K 

236 

■ 

181 

111 

Arizona  Public  Service  jDec) 

3,888,536 

1,064,453 

1,533,041 

231 

■ 

437 

316 

289 

Arkla  (Dec) 

1,581,007 

1,296,584 

879,673 

9! 

130 

7  " 

zoy 

■ 

'Armco  (Dec) 

6,207,800 

6,278,500 

1,073,447 

-35i 

■ 

442 

455 

■ 

Armstrong  World  Industries  (Dec) 

903,031 

1,285,590 

612,538 

15 

436 

426 

352 

■ 

ASARCO  (Dec) 

2,153,064 

1,350,695 

796,627 

-38 

213 

50 

367 

153 

Ashland  Oil  (Sept) 

4,210,481 

8,864,669 

770,994 

180 

■ 

203 

464 

352 

Associated  Dry  Goods  (Jan) 

1,700,684 

3,188,858 

601,507 

78 

376 

■ 

■ 

■ 

Atlantic  Bancorp  (Dec) 

2,534,606 

299,674 

161,714 

2: 

33 

15 

11 

7 

Atlantic  Richfield  (Dec) 

21,632,775 

26,462,150 

10,353,378 

1,67< 

■ 

■ 

221 

435 

Automatic  Data  Processing  (June) 

555,449 

669,263 

1,265,437 

5^ 

135 

263 

438 

423 

Avco  (Nov) 

6,037,660 

2,459,292 

641,474 

60 

■ 

T  Q  1 

388 

Avnet  (lune) 

623,099 

1,112,039 

1,029,900 

7( 

427 

215 

130 

141 

Avon  Products  (Dec) 

2,233,200 

3,000.800 

1,988,863 

19( 

381 

258 

176 

102 

Baker  International  (Sept) 

2,482;382 

2,535,102 

1,567,215 

248 

89 

173 

447 

495 

Baldwin-United  (Dec) 

8,398,744" 

3,598,000 

634,942 

4i 

■ 

447 

460 

305 

Bally  Manufacturing  (Dec) 

1,014,930 

1,254,415 

610,041 

9( 

261 

374 

268 

161 

Baltimore  Gas  &  Electric  (Dec) 

3,513,136 

1,595,471 

1,073,813 

17' 

179 

■ 

426 

437 

Banc  One  (Dec) 

5,028,928 

605,297 

654,924 

5' 

242 

■ 

■ 

■ 

BanCal  Tri-State  (Dec) 

3,839,364 

520,921 

95,815 

! 

■  Not  on  500  list 

'Figures  include  unconsolidated  subsidiaries. 

2Formerly  American  Airlines. 

formerly  Arizona  Bank 

•"Assets  as  of  9/30/82. 
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 Share  data:  1982  

'ash 

Shares 

Market 

Number  of 

low 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

5,936 

171,805 

NYSE 

AEP 

2.03 

2.26 

17% 

Columbus,  Ohio 

25.3 

Willis  S  White  Jr 

1,000 

127,315 

NYSE 

AXP 

4.53 

1.65 

48  'A 

New  York,  NY 

61.2 

James  D  Robinson  III 

5,257 

4,579 

NASDAQ 

AFLT 

3.97 

1.32 

20 

Indianapolis,  Ind 

2.4 

Frank  E  McKinney  Jr 

5,800 

22,108 

NYSE 

AGC 

7.36 

2.20 

55% 

Houston,  Tex 

1 1.2 

Harold  S  Hook 

1,580 

31,033 

NASDAQ 

AGREA 

1.54 

0.59 

18% 

Cleveland,  Ohio 

17.0 

Irving  I  Stone 

.5,692 

155,858 

NYSE 

AHP 

3.59 

2.15 

44% 

New  York,  NY 

51.9 

John  W  Culligan 

5,300 

71,500 

NYSE 

AHS 

3.18 

0.81 

40'/4 

Evanston,  111 

31.5 

Karl  D  Bays 

1,680 

72,126 

NASDAQ 

AIGR 

5.61 

0.37 

63  % 

New  York,  NY 

23.2 

Maurice  R  Greenberg 

5,936 

45,156 

NYSE 

AMI 

1.69 

0.39 

27'A 

Beverly  Hills,  Cal 

30.0 

Royce  Diener 

],929 

57,001 

NYSE 

AMO 

-2.85 

none 

65/8 

Southfield,  Mich 

23.0 

W  Paul  Tippett  Jr 

1,749 

28,974 

NASDAQ 

ANAT 

2.38 

0.78 

15l/4 

Galveston,  Tex 

7.9 

Orson  C  Clay 

2,400 

24,1 16 

NYSE 

ANR 

6.77 

2.96 

33  Vi 

Detroit,  Mich 

11.6 

Arthur  R  Seder  Jr 

2,232 

10,827 

ASE 

API  A 

5.03 

3.20 

59 

Dallas,  Tex 

2.6 

Richard  I  Galland 

5,411 

5,606 

NYSE 

AAA 

-2.54 

none 

10  Vi 

Miami,  Fla 

0.9 

Morris  N  Broad 

3,360 

7,356 

NASDAQ 

ASEC 

3.93 

1.30 

24'A 

Washington,  DC 

1.4 

W  Jarvis  Moody 

7,425 

27,319 

NYSE 

AST 

1.30 

2.20 

30 

New  York,  NY 

42.6 

William  A  Marquard 

4,000 

9,809 

NYSE 

ASC 

8.07 

0.95 

65 

Salt  Lake  City,  Utah 

62.0 

Lennie  S  Skaggs 

5,300 

896,425 

NYSE 

T 

a.Uo 

5.40 

593/8 

New  York,  NY 

1,015.9 

Charles  L  Brown 

3,847 

9,292 

NASDAQ 

AMTR 

6.69 

2.76 

35% 

Cleveland,  Ohio 

4.2 

M  Brock  Weir 

5,065 

14,954 

NYSE 

AMA 

2.27 

1.44 

26 

Honolulu,  Haw 

26.0 

Myron  Du  Bain 

5,700 

35,893 

NYSE 

AMP 

3.31 

1.40 

68  Vs 

Hamsburg,  Pa 

19.7 

Walter  F  Raab 

0,453 

37,241 

NYSE 

AMR 

-1.00 

none 

24% 

Dallas,  Tex 

41.6 

Albert  V  Casey 

8,115 

7,457 

NYSE 

4.21 

1.60 

23 '/s 

Birmingham,  Ala 

3.6 

John  W  Woods 

4,938 

9,105 

NYSE 

ASR 

4.31 

1.90 

25  Vs 

New  York,  NY 

8.7 

Howard  B  Wentz  Jr 

4,135 

12,299 

NYSE 

AYL 

4.47 

1.32 

26% 

Houston,  Tex 

17.6 

Thomas  J  Barlow 

0,820 

48,292 

NYSE 

BUD 

5.97 

1.38 

64  Vi 

St  Louis,  Mo 

20.2 

August  A  Busch  III 

5,847 

57,648 

NASDAQ 

AAPL 

1.06 

none 

29% 

Cupertino,  Cal 

2.9 

John  Sculley 

9,871 

11,508 

NYSE 

ARA 

1  A1 

6A6 

2.00 

35% 

Philadelphia,  Pa 

115.0 

Joseph  Neubauer 

1,800 

76,222 

NYSE 

ADM 

2.03 

0.14 

21'/2 

Decatur,  111 

7.7 

Dwayne  O  Andreas 

9,998 

8,312 

NASDAQ 

AZBW 

2.23 

0.77 

15% 

Phoenix,  Ariz 

2.2 

Donald  B  Tostenrud 

8,041 

62,894 

NYSE 

AZP 

3.30 

2.40 

243/s 

Phoenix,  Ariz 

6.6 

Keith  L  Turley 

4,824 

50,267 

NYSE 

ALG 

1.90 

0.86 

17Vi 

Shreveport,  La 

5.2 

Edward  Sheffield  Nelson 

6,500 

65,554 

NYSE 

A  C 

—D.DO 

1.50 

16% 

Middletown,  Ohio 

59.8 

Harry  Holiday  Jr 

7,609 

24,749 

NYSE 

ACK 

0.79 

1.10 

24% 

Lancaster,  Pa 

20.8 

Harry  A  Jensen 

6,803 

27,352 

NYSE 

AR 

-2.40 

0.50 

29 '/e 

New  York,  NY 

10.9 

Ralph  L  Hennebach 

9,119 

26,586 

NYSE 

ASH 

5.29 

2.40 

29 

Russell,  Ky 

32.5 

John  R  Hall 

3,304 

13,517 

NYSE 

DG 

4.31 

1.90 

44  Vi 

New  York,  NY 

60.5 

William  P  Arnold 

6,215 

5,259 

NASDAQ 

ABAN 

4.05 

1.16 

30% 

Jacksonville,  Fla 

3.0 

Billy  J  Walker 

3,705 

246,509 

NYSE 

ARC 

6.61 

2.40 

42 

Los  Angeles,  Cal 

52.9 

William  F  Kieschnik 

4,323 

34,201 

NYSE 

AUD 

1.71 

0.47 

37 

Clifton,  NJ 

14.5 

Josh  S  Weston 

4,192 

22,607 

NYSE 

AV 

2.58 

1.20 

28% 

Greenwich,  Conn 

25.8 

Robert  P  Bauman 

4,440 

34,330 

NYSE 

AVT 

2.02 

0.50 

30 

New  York,  NY 

8.0 

Anthony  R  Hamilton 

4,100 

74,350 

NYSE 

AVP 

2.75 

2.50 

26% 

New  York,  NY 

36.1 

David  W  Mitchell 

9,652 

69,654 

NYSE 

BKO 

3.60 

0.84 

22  Vi 

Orange,  Cal 

25.6 

Earnest  H  Clark  Jr 

NA 

20,482 

NYSE 

BDW 

2.10 

0.84 

31 

Cincinnati,  Ohio 

12.7 

Morley  P  Thompson 

2,656 

26,098 

NYSE 

BLY 

3.20 

0.15 

23% 

Chicago,  111 

11.0 

Robert  E  Mullane 

9,971 

37,350 

NYSE 

BGE 

4.07 

2.76 

28% 

Baltimore,  Md 

9.0 

Bernard  C  Trueschler 

4,486 

17,011 

NASDAQ 

BONE 

3.60 

1.17 

38  Vi 

Columbus,  Ohio 

4.4 

John  G  McCoy 

6,830 

4,761 

NYSE 

BNC 

1.79 

1.20 

20 '/s 

San  Francisco,  Cal 

3.2 

Chauncey  E  Schmidt 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 

Not  available 

I  MAY  9,  1983 
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The  Dimensions  of  American  Business 


Where  they  rank:  1982  

Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

(! 

347 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico  (Dec) 

2,727,043 

326,106 

99,000 

2 

142 

■ 

■ 

■ 

BancOhio  (Dec) 

5,822,355 

661,062 

132,578 

320 

■ 

■ 

■ 

Bancorp  Hawaii  (Dec) 

2,971,295 

361,739 

167,540 

n 

43 

241 

454 

239 

Bank  of  Boston  (Dec) 

18,267,397 

2,745,262 

612,664 

12| 

176 

■ 

■ 

■ 

Hank  of  New  England  (Dec) 

5,065,355 

641,994 

195,489 

3 

58 

393 

■ 

378 

Bank  of  New  York  (Dec) 

12,723,562 

1,523,389 

363,424 

7] 

274 

■ 

■ 

■ 

Bank  of  Virginia  (Dec) 

3,353,246 

412,015 

123,761 

2 

3 

26 

82 

53 

Bank  America  (Dec) 

122,220,806 

14,954,793 

2,972,060 

38 

14 

117 

'  275 

119 

Bankers  Trust  New  York  (Dec) 

40,427,059 

4,676,789 

1,046,702 

22, 

114 

■ 

■ 

440 

Barnett  Banks  of  Florida  (Dec) 

6,932,141 

791,313 

372,465 

4 

495 

359 

63 

149 

Baxter  Travenol  Laboratories  (Dec) 

1,792,710 

1,671,445 

3,412,034 

18 

251 

■ 

■ 

■ 

BayBanks  (Dec) 

3,709,662 

437,321 

188,340 

3 

191 

49 

105 

56 

Beatrice  Foods  (Feb) 

4,743,901 

9,023,520 

2,327,887 

35 

■ 

494 

317 

357 

Becton,  Dickinson  (Sept) 

1,089,615 

1,113,921 

874,863 

7 

■ 

■ 

492 

278 

Belco  Petroleum  (Dec) 

871,300 

344,367 

564,496 

10 

129 

311 

■ 

'Beneficial  Corp  (Dec) 

6,211,700 

2,039,700 

544,929 

-3! 

■ 

■ 

370 

Berkshire  Hathaway  (Dec) 

1,485,624 

462,358 

764,925 

3 

■ 

381 

■ 

Best  Products  (Jan) 

1,581,650 

2 

199 

101 

332 

Bethlehem  Steel  (Dec) 

4,611,300 

5,260,300 

840,879 

-1,46 

■ 

■ 

486 

Beverly  Enterprises  (Dec) 

931,866 

816,187 

567,294 

2 

■ 

■ 

295 

317 

Big  Three  Industries  (Dec) 

1,055,313 

767,785 

954,900 

a 

■ 

472 

371 

Black  &  Decker  Manufacturing  (Sept) 

995,329 

1,160,233 

763,226 

-i 

■ 

440 

■ 

Blue  Bell  (Sept) 

739,186 

1,292,220 

397,248 

3 

341 

■ 

■ 

Boatmen's  Bancshares  (Dec) 

2,757,872 

258,332 

99,089 

2 

100 

48 

71 

84 

Boeing  (Dec) 

7,593,000 

9,035,000 

3,271,986 

2S 

358  229  276  ■  Boise  Cascade  (Dec)  2,662,977  2,912,450  1,041,066 

370  144  209  170  Borden  (Dec)  2,589,702  4,111,277  1,358,789  16 

385  202  174  168  Borg- Warner  (Dec)  2,462,600  3,195,300  1,582,077  16 

479  ■  ■  424  Boston  Edison  (Dec)  1,929,940  1,056,267  381,290  c 

342  172  40  59  Bristol-Myers  (Dec)  2,756,235  3,599,864  4,545,226  34 


478 

■ 

■ 

■ 

Broadview  Financial  (Dec) 

1,934,240 

195,321 

13,007 

-1 

■ 

■ 

■ 

499 

Brooklyn  Union  Gas  (Sept) 

848,401 

879,953 

252,474 

4 

■ 

■ 

311 

318 

Brown-Forman  Distillers  (Apr) 

575,134 

578,099 

903,010 

i 

■ 

421 

468 

426 

Brown  Group  (Oct) 

621,571 

1,396,531 

594,664 

a 

■ 

■ 

274 

415 

Browning-Ferris  Industries  (Sept) 

666,673 

714,945 

1,059,341 

6 

453 
143 
219 


235 
137 
145 
377 


351 
131 
147 
418 


145 
463 
88 
303 
314 


Brunswick  (Dec)  787,040  1,068,243  290,575 

Burlington  Industries  (Sept)  2,049,008  2,876,205  798,560 

Burlington  Northern  (Dec)  5,797,265  4,197,599  1,965,519 

Burroughs  (Dec)  4,123,123  4,095,291  1,761,683 

Cabot  (Sept)  1,319,114  1,587,658  664,222 


217 

■ 

a 

■ 

California  First  Bank  (Dec) 

4,156,440 

493,001 

149,345 

■ 

482 

444 

192 

Cameron  Iron  Works  June) 

1,329,017 

1,147,255 

636,720 

13 

487 

225 

178 

197 

Campbell  Soup  (July) 

1,865,519 

2,944,779 

1,558,884 

li 

■ 

■ 

175 

287 

Capital  Cities  Communications  (Dec) 

776,013 

663,580 

1,576,658 

5 

222 

441 

303 

269 

Capital  Holding  (Dec) 

4,064,345 

1,286,139 

926,194 

1C 

■  188  164  146  Carnation  (Dec)  1,712,326  3,382,212  1,618,577  IS 

182  390  222  114  Carolina  Power  &  Light  (Dec)  4,950,955  1,538,165  1,264,953 

485  213  ■  479  Carter  Hawley  Hale  Stores  (Jan)  1,882,960  3,054,764  498,281 

a  337  ■  ■  Castle  &  Cooke  (June)  1,116,693  1,823,233  248,522 


■  Not  on  500  list.  'Figures  include  unconsolidated  subsidiaries. 

^Formerly  First  National  Boston 
6Formerly  New  England  Merchants 
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FORBES,  MA' 


A  Summary  of  the  500s'  Rankings 


 Share  data:  1982  

i  .ash 

Shares 

iViarKet 

Number  of 

low 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

f>,761 

4,500 

NASDAQ 

RPOP 
Dr  Wr 

fix  OA 
D.UD 

1.44 

22 

San  Juan,  PR 

3.5 

Rafael  Carrion  Jr 

jh,149 

8,035 

NASDAQ 

BOHI 

276 

1.00 

16'/2 

Columbus,  Ohio 

5.9 

Arthur  D  Herrmann 

li,288 

7,703 

NASDAQ 

BNHI 

376 

1.12 

21% 

Honolulu,  Haw 

2.8 

Frank  J  Manaut 

|',734 

18,153 

NYSE 

BKBOS 

6.67 

1.92 

33% 

Boston,  Mass 

12.8 

William  L  Brown 

f  >,187 

4,393 

NASDAQ 

BKNE 

7.93 

2.35 

44  Vi 

Boston,  Mass 

4.1 

Roderick  M  MacDougall 

"15,317 

7,305 

NYSE 

1U.  1  o 

3.25 

49% 

New  York,  NY 

8.3 

John  Carter  Bacot 

15,717 

5,790 

NYSE 

BKV 

3.77 

1.20 

21% 

Richmond,  Va 

2.9 

Frederick  Deane  Jr 

15,670 

147,680 

NYSE 

BAC 

2.61 

1.52 

20% 

San  Francisco,  Cal 

86.4 

Samuel  H  Armacost 

-  5,176 

28,194 

NYSE 

BT 

7.75 

2.05 

37'/s 

New  York,  NY 

12.2 

Alfred  Brittain  III 

5,287 

13,795 

NYSE 

BBF 

3.46 

1.02 

27 

Jacksonville,  Fla 

8.2 

Charles  E  Rice 

'  ',861 

70,533 

NYSE 

BAX 

2.64 

0.44 

48% 

Deerfield,  111 

30.1 

Vernon  R  Loucks  Jr 

9,560 

6,278 

NASDAQ 

BBNK 

5.34 

1.75 

30 

Boston,  Mass 

4.7 

William  M  Crozier  Jr 

1,668 

99,059 

NYSE 

BRY 

3.48 

1.48 

23  Vi 

Chicago,  111 

80.0 

James  L  Dutt 

1 3,084 

20,585 

NYSE 

BDX 

3.63 

1.10 

AV/i 

Paramus,  NJ 

21.4 

Wesley  J  Howe 

1,282 

23,894 

NYSE 

BPC 

4.35 

0.65 

23% 

New  York,  NY 

1.3 

Arthur  B  Belfer 

3,700 

22,242 

NYSE 

BNL 

-2.36 

2.00 

24'/2 

Wilmington,  Del 

14.9 

Finn  M  W  Caspersen 

1,505 

987 

NASDAQ 

BKHT 

31.93 

none 

775 

New  Bedford,  Mass 

0.6 

Warren  E  Buffet 

5,272 

15,842 

NYSE 

BES 

2.45 

0.32 

25 

Richmond,  Va 

18.7 

Sydney  Lewis 

ll,900 

43,682 

NYSE 

BS 

-33.64 

1.30 

19% 

Bethlehem,  Pa 

66.9 

Donald  H  Trautlein 

9,313 

21,819 

ASE 

BEV 

1.33 

0.27 

26 

Pasadena,  Cal 

48.0 

Robert  Van  Tuyle 

(3,881 

42,440 

NYSE 

BIG 

2  05 

0.69 

22  Vi 

Houston,  Tex 

5.8 

Harry  K  Smith 

5,573 

42,109 

NYSE 

BDK 

-1.82 

0.70 

18l/8 

Towson,  Md 

16.4 

Laurence  J  Farley 

3,613 

12,763 

NYSE 

BBL 

2.92 

1.80 

31»/8 

Greensboro,  NC 

31.5 

Edward  J  Bauman 

?,308 

4,346 

NASDAQ 

BOAT 

4.78 

1.44 

22% 

St  Louis,  Mo 

1.8 

Donald  N  Brandin 

5,000 

96,590 

NYSE 

BA 

3.02 

1.40 

337/s 

Seattle,  Wash 

95.7 

Thornton  A  Wilson 

1,260 

26,694 

NYSE 

BCC 

0.26 

1.90 

39 

Boise,  Ida 

28.4 

John  B  Fery 

5,652 

28,531 

NYSE 

BN 

5.81 

2.18 

47% 

New  York,  NY 

33.2 

Eugene  J  Sullivan 

7,600 

41,771 

NYSE 

BOR 

3.90 

1.43 

37% 

Chicago,  111 

61.7 

James  F  Bere 

0,413 

14,665 

NYSE 

BSE 

3.18 

2.80 

26 

Boston,  Mass 

3.9 

Thomas  J  Galligan  Jr 

0,100 

67,587 

NYSE 

BMY 

5.18 

2.04 

67% 

New  York,  NY 

35.3 

Richard  L  Gelb 

2,969 

2,973 

NASDAQ 

BDVF 

—8  55 

0.01 

4% 

Cleveland,  Ohio 

0.7 

John  E  Rupert 

0,865 

8,451 

NYSE 

BU 

4.60 

2.70 

29% 

Brooklyn,  NY 

3.6 

Eugene  H  Luntey 

0,046 

25,171 

ASE 

BFD  B 

3.43 

0.82 

35% 

Louisville,  Ky 

2.6 

W  L  Lyons  Brown  Jr 

2,209 

10,619 

NYSE 

BG 

5.55 

1.76 

56 

St  Louis,  Mo 

27.0 

Bernard  A  Bridgewater  Jr 

2,596 

29,771 

NYSE 

BFI 

2.07 

0.67 

35% 

Houston,  Tex 

11.8 

Harry  J  Phillips  Sr 

5,252 

11,623 

NYSE 

BC 

13.68 

1.00 

25 

Skokie,  111 

20.0 

Jack  F  Reichert 

8,924 

28,520 

NYSE 

BUR 

1.85 

1.52 

28 

Greensboro,  NC 

58.5 

William  A  Klopman 

7,454 

36,998 

NYSE 

BNI 

7.39 

1.67 

53% 

Seattle,  Wash 

49.5 

Richard  M  Bressler 

1,086 

42,196 

NYSE 

BGH 

2.17 

2.60 

41% 

Detroit,  Mich 

64.5 

W  Michael  Blumenthal 

9,843 

31,819 

NYSE 

CBT 

2.77 

0.92 

20% 

Boston,  Mass 

7.6 

Robert  A  Charpie 



6,529 

9,878 

NASDAQ 

CFBK 

1.10 

1.03 

15% 

San  Francisco,  Cal 

3.8 

Yasushi  Sumiya 

7,188 

30,320 

NYSE 

CIW 

5.02 

0.40 

21 

Houston,  Tex 

11.1 

Myron  A  Wright 

1,630 

32,225 

NYSE 

CPB 

4.64 

2.10 

48% 

Camden,  NJ 

40.2 

R  Gordon  McGovern 

7,529 

13,180 

NYSE 

CCB 

7.25 

0.20 

1 19% 

New  York,  NY 

7.2 

Thomas  S  Murphy 

8,261 

26,275 

NYSE 

CPH 

3.98 

1.32 

351/4 

Louisville,  Ky 

8.2 

Thomas  C  Simons 

7,343 

36,578 

NYSE 

CMK 

5.21 

2.00 

44  lA 

Los  Angeles,  Cal 

21.8 

H  Everett  Olson 

9,012 

58,835 

NYSE 

CPL 

3.17 

2.40 

21  Vi 

Raleigh,  NC 

7.8 

Sherwood  H  Smith  Jr 

2,340E 

31,890 

NYSE 

CHH 

1.55 

1.22 

15% 

Los  Angeles,  Cal 

55.5 

Philip  M  Hawley 

5,395 

28,701 

NYSE 

CKE 

0.17 

0.38 

8% 

Honolulu,  Haw 

36.0 

Ian  R  Wilson 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 

Estimate 

MAY  9,  1983 
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"Take  the  world's  finest  executive  jel 
and  make  it  even  better.  That's  wha 
we  Ye  doing  with  the  Gulf  stream  III; 


By  Allen  E.  Paulson 

Chairman  and  President 
Gulfstream  Aerospace  Corporation 

"I  think  I  can  safely  say  that  since  it 
first  flew  on  schedule  in  December 
1979,  our  Gulfstream  III  has  dominau 
the  market  for  intercontinental  busi- 
ness jets. 

"Evidently,  decision  makers  in  the 
world's  leading  corporations  and 
governments  have  determined  time  ar 
time  again  there  is  no  alternative  to  th 
levels  of  performance  and  productivit 
the  Gulfstream  III  offers. 

"Even  its  challengers  apparently 
have  concluded  that  its  superiority  is 
overwhelming. 

"They  have  had  to  rethink  where 
they  fit  into  the  market;  and  for  the 
most  part,  they  are  now  comparing 
themselves,  not  with  the  Gulfstream  I 
or  even  the  Gulfstream  II,  but  with 
medium-sized  business  jets. 

"The  Gulfstream  III  we  are  now 
delivering  to  customers  is  a  remarkafr 
airplane. 

"But  we  know  that  every  machine, 
no  matter  how  good  it  is,  can  be 
improved. 

"And  the  Gulfstream  III  is  no 
exception. 

Meaningful  technology, 
meaningful  improvements. 

"In  my  experience,  the  airplane  ha_« 
always  been  an  ideal  candidate  for 
improvement. 

"Technology  and  engineering  inge- 
nuity find  ways  to  make  it  land 
and  take  off 
better,  fly 
farther  and  higher,  handle  better,  use 
less  fuel,  be  more  efficient — and  not  tl 
least  important — safer  to  operate. 

"That's  why  we  are  constantly 
lookina  at  the  Gulfstream  III  to 


If  you  are  interested  in  knowing  more  about  Gulfstream  Aerospace  Corporation,  we  will  be  pleased 
to  send  you  our  latest  annual  report.  Address  your  request  to  Senior  Vice  President.  Finance, 
Gulfstream  Aerospace  Corporation.  P.O.  Box  2206.  Savannah,  Georgia  31402  U.S.A. 


i  1983  Gulfsiream  Aerospace  Corporation.  Member  GAMA 


id  places  where  improvements  can 
;  made  that  will  be  meaningful  for 
e  executives  and  government  leaders 
ho  travel  in  it  and  the  pilots  who  fly  it. 
"Take  the  cockpit. 
"The  new  generation  of  commercial 
rliners  has  brought  about  a  techno- 
gical  revolution  in  equipment  and 
stems  available  to  the  flight  crew. 
"Because  our  customers  demand  as 
uch  sophistication — if  not  more — in 
teir  aircraft  as  the  airlines  do,  we  are 
lgineering  these  highly  advanced  new 
'stems  into  the  Gulfstream  III. 
"For  example,  the  Gulfstream  III  is 
eally  suited  to  accept  electronic  flight 
strument  systems — EFIS,  for  short — 
at  are  standard  on  the  Boeing  757 
id  767. 

"For  years,  basic  aircraft  flight 
struments  have  been  complicated, 
agile  electro-mechanical  devices, 
inked  in  the  type  and  amount  of 
formation  they  could  display. 
"EFIS  is  changing  all  that. 
"EFIS  brings  the  familiar  television 
onitor  into  the  cockpit;  and  symbol 
jnerators  driven  by  air  data  com- 
uters  create  an  almost  unlimited 
nount  of  highly  reliable  data  that  can 
displayed  to  the  crew  in  far  more 
eaningful  ways — commands,  direc- 
ves,  color  visual  cues  and  symbols. 

We're  making  sure  EFIS  will  be 
/ailable  on  the  Gulfstream  III  because 


With  the  largest,  longest  cabin  of  any 
executive  jet,  the  Gulfstream  III  easily 
accommodates  custom-designed  interiors 
that  provide  optimum  in-flight  environ- 
ment for  as  many  as  19  passengers. 

it  will  put  a  better  airplane  in  the  hands 
of  more  effective  pilots. 

Improving  the  parts 
to  improve  the  whole. 

"It  is  amazing  to  think  of  all  the  new 
technology  that  has  appeared  since  we 
first  flew  the  Gulfstream  III  prototype 
just  three  years  ago.  It  is  also  gratifying 
to  think  how  quickly  so  much  of  it  has 
found  its  way  into  the  Gulfstream  III. 

"Digital  display  instruments  are 
replacing'the  familiar  analog  type. 

"Lighter,  more  powerful  'black 
boxes'  take  less  space  on  the  avionics 
rack,  but  increase  dependability. 

"The  Gulfstream  III  is  the  first 
transport  aircraft  to  incorporate  an 
advanced  solid-state  AC  electrical  sys- 
tem that,  until  now,  has  been  available 
only  on  sophisticated  military  aircraft. 

"Soon,  a  Gulfstream  III  will  be 
equipped  with  an  inertial  navigation 
system  that  uses  a  ring  laser  gyro 
instead  of  conventional  gyros.  The 
increases  in  accuracy,  programming 


speed  and  reliability  in  this  optional 
flight  guidance  system  will  be  dramatic. 

Exchanging  weight 
mt  for  muscle. 

"We're  even  making  the  Gulfstream 
III  lighter  so  it  can  work  harder. 

"For  every  200  pounds  of  weight  we 
can  take  out  of  the  basic  airplane,  an 
operator  can  add  another  passenger  and 
baggage  or  an  equivalent  amount  of 
fuel.  So  our  on-going  weight  reduction 
program  is  another  way  of  improving 
the  Gulfstream  III,  with  an  emphasis 
on  productivity. 

"The  new  AC  electrical  system,  for 
instance,  weighs  nearly  200  pounds  less 
than  the  system  it  replaces. 

"More  weight  will  come  out  when 
we  begin  installing  new  control 
surfaces — rudder,  ailerons,  flaps — 
we're  engineering  of  composite  struc- 
tures developed  for  space  vehicles. 

"These  new  materials  will  help 
reduce  the  weight  of  the  Gulfstream  III 
without  compromising  structural 
integrity. 

"The  list  of  major  improvements 
we're  making  in  the  Gulfstream  III  gets 
very  long. 

"The  reason  is  very  simple. 
"Our  plan  to  continue  dominating 
the  market  for  executive  jets  is  to  make 
certain  we  always  will  have  the  best 
airplane  you  can  own  and  operate. 

"I  invite  you  to  get  in  touch  with 
Charles  G.  Vogeley,  our  Senior  Vice 
President  of  Marketing,  in  Savannah, 
Georgia  at  (912)  964-3274. 

"He  can  tell  you  all  the  reasons  why, 
as  an  investment  in 
superlative  executive 
transport,  the  world's  V^J/J 
finest  executive  jet  ^wmWA 
gets  better  and  Gulfstream 
better  all  the  time!'  /lerospace 


The  Gulfstream  III.  The  Ultimate. 


The  Dimensions  of  American  Business 


 Where  they  rank:  1982 — 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

l$000) 

($000) 

( 

109 

72 

60 

■ 

Caterpillar  Tractor  (Dec) 

7,201,000 

6,469,000 

3,541,673 

-181 

■ 

463 

416 

311 

CBI  Industries  (Dec) 

978,565 

1,210,244 

669,024 

a 

355 

1  'fro 

257 

CBS  (Dec) 

2,682,874 

4,052,271 

1,771,110 

1 1 

175 

■ 

■ 

■ 

CBT  (Dec) 

5,069,859 

459,844 

227,089 

i 

327 

212 

402 

■ 

Celanese  (Dec) 

2,862,000 

3,062,000 

704,950 

~a 

■ 

■ 

■ 

406 

7Celeron  (Dec) 

709,769 

942,827 

430,000 

6 

429 

475 

287 

262 

8Centel  (Dec) 

2,199,397 

1,156,180 

1,009,723 

10 

172 

■ 

Centerre  Bancorporation  (Dec) 

5,122,499 

617,030 

144,362 

2 

170 

275 

186 

99 

Central  &  South  West  (Dec) 

5,134,916 

2,389,253 

1,516,021 

25 

332 

■ 

■ 

Central  Bancorporation  (Dec) 

2,833,198 

300,393 

112,574 

2 

360 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

2,657,520 

298,416 

87,793 

2 

377 

■ 

■ 

■ 

Central  Fidelity  Banks  (Dec) 

2,532,764 

277,197 

112,392 

1 

■ 

■ 

400 

/■                  1  ill '         *      n     i   i  ■                   *         in  i 

Central  Illinois  Public  Service  (Dec) 

1,468,679 

587,083 

500, 1 70 

6 

■ 

347 

■ 

Central  Soya  (Aug) 

543,642 

1,753,142 

252,816 

1 

340 

■ 

■ 

Centran  (Dec) 

2,761,693 

329,586 

56,289 

-5 

264 

165 

216 

Champion  International  (Dec) 

3,471,994 

3,737,378 

1,305,1 10 

3 

161 

80 

■ 

■ 

'Charter  (Dec) 

5,309,832 

6,064,959 

237,270 

1 

401 

■j 

■ 

'CharterCorp  (Dec) 

2,390,547 

258,935 

104,885 

1 

4 

41 

157 

80 

Chase  Manhattan  (Dec) 

80,862,903 

10,171,436 

1,661,884 

30 

9 

95 

282 

105 

Chemical  New  York  (Dec) 

48,274,842 

5,515,159 

1,026,878 

24 

■ 

365 

166 

238 

Chesebrough-Pond's  (Dec) 

1,043,420 

1,623,190 

1,616,085 

12 

126 

42 

199 

280 

Chrysler  (Dec) 

6,263,576 

10,044,938 

1,410,681 

10 

295 

*o  / 

372 

Chubb  (Dec) 

3,202,808 

1,508,637 

611,479 

7 

21 

34 

74 

39 

CIGNA  (Dec) 

31,395,332 

11,786,857 

3,251,357 

49 

344 

446 

378 

229 

Cincinnati  Gas  &  Electric  (Dec) 

2,737,453 

1,260,507 

753,568 

13 

■ 

■ 

483 

■ 

Cincinnati  Milacron  (Dec) 

660,514 

759,688 

571,851 

1 

2 

20 

46 

24 

Citicorp  (Dec) 

129,997,000 

17,814,000 

4,134,715 

72 

137 

476 

Citizens  &  Southern  Georgia  (Dec) 

6,004,578 

635,445 

320,291 

5 

397 

■ 

■ 

■ 

Citizens  Fidelity  (Dec) 

2,407,405 

348,966 

186,573 

2 

205 

■ 

■ 

■City  Federal  Savings  &  Loan  Association  (Dec) 

4,528,450 

554,098 

1 13,494 

1 

101 

86 

266 

327 

City  Investing  (Dec) 

7,554,500 

5,771,100 

1,081,337 

ft 

488 

■ 

■ 

■ 

City  National  (Dec) 

1,859,188 

219,450 

168,344 

1 

241 

407 

ZO  A 

127 

Cleveland  Electric  Illuminating  (Dec) 

3,843,294 

1,108,571 

1,220,056 

20 

■ 

■ 

467 

■ 

Clorox  June' 

539,563 

867,141 

595,015 

4 

289 

85 

■ 

404 

Coastal  Corp  (Dec) 

3,225,673 

5,799,413 

423,900 

6 

183 

76 

22 

36 

Coca-Cola  (Dec) 

4,923,310 

6,249,718 

7,058,480 

51 

373 

114 

169 

140 

Colgate-Palmolive  (Dec) 

2,574,413 

4,887,995 

1,608,406 

19 

■ 

■ 

Colonial  Penn  Group  (Dec) 

1,052,663 

1,236,119 

266,046 

2 

398 

m 

■ 

■ 

Colorado  Natl  Bankshares  (Dec) 

2,406,374 

261,529 

141,085 

2 

■ 

397 

386 

■ 

Colt  Industries  (Dec) 

1,190,234 

1,511,594 

742,822 

-16 

168 

106 

280 

151 

Columbia  Gas  System  (Dec) 

5,154,666 

5,070,591 

1,033,898 

18 

389 

381 

320 

Combined  International  (Dec) 

2,453,217 

1,043,895 

748,886 

8 

336 

175 

261 

178 

Combustion  Engineering  (Dec) 

2,823,839 

3,569,817 

1,086,322 

15 

103 

■ 

■ 

■ 

I0Comerica  (Dec) 

7,378,332 

751,554 

237,674 

3 

276 

■ 

■ 

■ 

Commerce  Bancshares  (Dec) 

3,342,976 

359,965 

167,063 

3 

■ 

■ 

500 

■ 

Commerce  Clearing  House  (Dec) 

272,617 

350,132 

558,000 

3 

419 

■ 

■ 

"Commerce  Union  (Dec) 

2,288,671 

279,119 

45,605 

54 

143 

51 

29 

Commonwealth  Edison  (Dec) 

13,729,477 

4,129,666 

3,755,559 

60 

■ 

■ 

403 

■ 

Communications  Satellite  (Dec) 

812,969 

409,507 

702,000 

4 

■  Not  on  500  list.  'Figures  include  unconsolidated  subsidiaries  'Formerly  First  National  Charter 

"Formerly  Central  Louisiana  Energy  '"Formerly  DETROITBANH 

"Formerly  Central  Telephone  &  Utilities  "Formerly  Tennessee  Valley  Bancorp 
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A  Summary  of  the  500s'  Rankings 

 Share  data:  1982  

Cash 
flow 
($000) 

Shares 
outstanding 
(000) 

Where 
traded 

Ticker  Primary 
symbol  earnings 

Dividends 

Market 

price 
(Dec.  31) 

Corporate 
headquarters 

Number  of 
employees 
(000) 

Chief  executive 

157,000 
i  59,850 
13,683 
151,155 
1 45,000 

88,266 
17,321 
29,642 
8,651 
15,579 

NYSE 
NYSE 
NYSE 
NASDAQ 
NYSE 

CAT 
CBH 
CBS 
CBCT 
CZ 

-2.04 
5.06 
4.01 
5.36 

-2.45 

2.40 
1.55 
2.80 
1.54 
4.00 

40'/s 
38% 
59% 
26% 
45  Vi 

Peoria,  111 
Oak  Brook,  111 
New  York,  NY 
Hartford,  Conn 
New  York,  NY 

73.2 
11.0 
32.5 
3.8 
27.4 

Lee  L  Morgan 
William  A  Pogue 
Thomas  H  Wyman 
Walter  |  Connolly  Jr 
John  D  Macomber 

1 18,213 
1 85,460 
fl  49,076 
:i74,045 

1  34,083 

— * 

21,500 
27,016 

7,598 
87,253 

5,236 

NYSE 
NYSE 

NASDAQ 
NYSE 

NASDAQ 

CEL 
CNT 
CTBC 
CSR 
CBAN 

3.01 
3.96 
3.05 
2.82 
4.04 

0.60 
2.20 
1.80 
1.68 
1.95 

20 
37% 
19 
17% 
21  Vi 

Lafayette,  La 
Chicago,  111 

St  Louis,  Mo 
Dallas,  Tex 
Cincinnati,  Ohio 

0.7 
13.6 
3.7 
8.8 
2.8 

Gale  L  Galloway 
Robert  P  Reuss 
Clarence  C  Barksdale 
Durwood  Chalker 

/~-\ i  •  iir  n i  ^  1  _  1  j 

Oliver  W  Birckhead 

I! 

31,464 
27,618 
22,532 
56,807 
36,814 

6,689 
5,352 
32,269 
15,207 
3,882 

NASDAQ 
NASDAQ 
NYSE 
NYSE 

X  T  A  f  1 — \  A  1~\ 

NASDAQ 

CBSS 
CFBS 
CIP 
CSY 
CENB 

3.18 
3.56 
1.81 
1.28 
-15.91 

0.86 
1.24 
1.47 
0.84 
0.40 

13% 
21 
15'/i 
16% 

14'/2 

Birmingham,  Ala 
Richmond,  Va 
Springfield,  111 
Fort  Wayne,  Ind 

Cleveland,  Ohio 

2.1 
2.7 
2.9 
18.3 
2.5 

Harry  B  Brock  Jr 
Carroll  L  Saine 
Donald  G  Raymer 
Douglas  G  Fleming 
Wilson  M  Brown  Jr 

194,553 
1 79, 186 
1 17,548 
'19,771 
f25,213 

54,952 
21,570 
3,814 
33,916 
25,355 

NYSE 
NYSE 
NASDAQ 
NYSE 
NYSE 

CHA 
CHR 
CHCP 
CMB 
CHL 

0.45 
0.19 
3.15 
7.73 
8.41 

0.94 
1.00 
1.88 
3.40 
2.80 

23% 
11 

27'/i 
49 
40  Vi 

Stamford,  Conn 
Jacksonville,  Fla 
Kansas  City,  Mo 
New  York,  NY 

XT              "\.T  1        X  T\T 

New  York,  NY 

39.4 
5.4 
2.0 
35.5 
19.6 

Andrew  C  Sigler 
Raymond  K  Mason 
Gordon  E  Wells 
Willard  C  Butcher 
Donald  C  Platten 

1 58,243 
•I  53,000 

<  '9,320 
4  18,200 

j  82,752 

35,913 
79,475 
12,322 
73,477 
40,460 

NYSE 
NYSE 
NASDAQ 
NYSE 
NYSE 

CBM 

C 

CHUB 
CI 
CIN 

3.56 
0.97 
6.03 
6.38 
2.75 

1.72 
none 
2.92 
2.3010 
2.12 

45 
17% 
49% 
44  V* 
18% 

Greenwich,  Conn 
Highland  Park,  Mich 
New  York,  NY 
New  York,  NY 
Cincinnati,  Ohio 

21.3 
73.7 

7.8 
40.9 

5.1 

Ralph  E  Ward 
Lee  A  Iacocca 
Henry  U  Harder 
Robert  D  Kilpatrick 
William  H  Dickhoner 

1 
1 

10,770 
(6,000 
>0,332 
59,961 
$2,177 

22,536 
127,222 

30,145 
8,068 
6,394 

NYSE 
NYSE 
NASDAQ 
NASDAQ 
NASDAQ 

CMZ 
FNC 
CSGA 
CFDY 
CTYF 

0.53 
5.60 
1.67 
3.11 
1.97 

0.72 
1.68 
0.50 
1.04 
none 

25% 
32  Vi 
10% 
23% 
17% 

Cincinnati,  Ohio 
New  York,  NY 
Atlanta,  Ga 
Louisville,  Ky 
Elizabeth,  NI 

12.0 
59.4 
5.6 
1.8 
2.2 

James  A  D  Geier 
Walter  B  Wriston 
Bennett  A  Brown 
J  David  Grissom 
Gilbert  G  Roessner 

1 
i 

02,800 
0,556 

;l,7ll 

'6,281 
1,066 

35,895 
7,566 
61,775 
24,041 
21,600 

NYSE 
NASDAQ 
NYSE 
NYSE 
NYSE 

CNV 
CTYN 
CVX 
CLX 
CGP 

2.29 
1.92 
3.01 
1.90 
2.65 

1.68 
0.77 
2.19 
0.90 
0.40 

30'/s 
22V* 
19% 
24% 
19% 

New  York,  NY 
Beverly  Hills,  Cal 
Cleveland,  Ohio 
Oakland,  Cal 
Houston,  Tex 

65.1 
1.8 
5.3 
5.4 
6.5 

George  T  Scharffenberger 
Bram  Goldsmith 
Robert  M  Ginn 
Calvin  S  Hatch 
Oscar  S  Wyatt  Jr 

,< 

9,694 
2,257 
S,696 
3,936 
6,534 

135,740 
81,957 
16,124 
7,784 
23,962 

NYSE 
NYSE 
NYSE 
NASDAQ 
NYSE 

KO 
CL 
CPG 
COLO 
COT 

3.95 
2.41 
1.82 
2.79 
-6.37 

2.48 
1.20 
1.40 
0.73 
1.80 

52 
19% 

16'/2 

18*6 
31 

Atlanta,  Ga 
New  York,  NY 
Philadelphia,  Pa 
Denver,  Colo 
New  York,  NY 

39.4 
43.7 
3.1 
4.8 
22.9 

Roberto  C  Goizueta 
Keith  Crane 
John  J  Mac  Williams 
Bruce  M  Rockwell 
George  A  Strichman 

1  87,724 
^57,801 
283,395 

'  51,972 
52,188 

35,806 
27,109 
33,044 
9,603 
5,346 

NYSE 
NYSE 
NYSE 
NASDAQ 
NASDAQ 

CG 
PMA 
CSP 
CMCA 
CBSH 

5.10 
2.96 
4.77 
3.91 
6.37 

2.86 
1.85 
1.72 
1.90 
1.84 

28% 
27% 
32% 
24% 

31'/4 

Wilmington,  Del 
Northbrook,  111 
Stamford,  Conn 
Detroit,  Mich 

Kansas  City,  Mo 

12.1 
5.0 

43.5 
4.6 
3.0 

W  Frederick  Laird 
Patrick  G  Ryan 

Arthur  J  Santry  Jr 
Donald  R  Mandich 
James  M  Kemper  Jr 

!  10,911 
24,989 
876,830 
168,614 

9,000 
3,923 
148,735 
9,000 

NASDAQ 
NASDAQ 
NYSE 
NYSE 

CCLR 
COMU 
CWE 
CQ 

3.50 
2.14 
3.75 
5.41 

1.48 
0.80 
2.80 
2.30 

62 
11% 
25  Vi 
78 

Chicago,  111 
Nashville,  Tenn 

Chicago,  111 
Washington,  DC 

5.3 
2.0 
17.2 
3.2 

Richard  T  Merrill 
William  F  Earthman 
James  J  O'Connor 
Joseph  V  Charyk 

J 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983. 

J 


iS,  MAY  9,  1983 
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The  Dimensions  of  American  Business 


-Where  they  rank:  1982- 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  pn 

1  * 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($00 

1 

109 

72 

60 

■ 

Caterpillar  Tractor  (Dec) 

7,201,000 

6,469,000 

3,541,673 



-180,01 

:;' 

K 

■ 

463 

416 

311 

CBI  Industries  (Dec) 

978,565 

1,210,244 

669,024 

88,1 

IS! 

355 

148 

146 

257 

CBS  (Dec) 

2,682,874 

4,052,271 

1,771,110 

112,5 

Hi 

175 

■ 

■ 

■ 

CBT  (Dec) 

5,069,859 

459,844 

227,089 

31,0 

il 

327 

212 

402 

■ 

Celanese  (Dec) 

2,862,000 

3,062,000 

704,950 

-34,0 

|<5 

■ 

■ 

■ 

406 

7Celeron  (Dec) 

709,769 

942,827 

430,000 

65,0 

|j 

429 

475 

287 

262 

"Centel  (Dec) 

2,199,397 

1,156,180 

1,009,723 

108,1 

% 

172 

■ 

■ 

■ 

Centerre  Bancorporation  (Dec) 

5,122,499 

617,030 

144,362 

23,2 

is 

170 

275 

186 

99 

Central  &  South  West  (Dec) 

5,134,916 

2,389,253 

1,516,021 

259,2 

332 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

2,833,198 

300,393 

112,574 

21,1 

K 

360 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

2,657,520 

298,416 

87,793 

21,3 

\  il 

377 

■ 

■ 

■ 

Central  Fidelity  Banks  (Dec) 

2,532,764 

277,197 

112,392 

18,4 

r 

■ 

■ 

■ 

400 

Central  Illinois  Public  Service  (Dec) 

1,468,679 

587,083 

500,170 

66,3 

' ;;: 

■ 

347 

■ 

■ 

Central  Soya  (Aug) 

543,642 

1,753,142 

252,816 

19,4 

1  * 

340 

■ 

■ 

■ 

Centran  (Dec) 

2,761,693 

329,586 

56,289 

-58,fj 

264 

165 

216 

■ 

Champion  International  (Dec) 

3,471,994 

3,737,378 

1,305,110 

39,6; 

id 

161 

80 

■ 

■ 

'Charter  (Dec) 

5,309,832 

6,064,959 

237,270 

11,4; 

iw 

401 

■ 

■ 

■ 

'CharterCorp  (Dec) 

2,390,547 

258,935 

104,885 

12,Cj 

4 

41 

157 

80 

Chase  Manhattan  (Dec) 

80,862,903 

10,171,436 

1,661,884 

307,4 

9 

95 

282 

105 

Chemical  New  York  (Dec) 

48,274,842 

5,515,159 

1,026,878 

240,S 

Hi 

■ 

365 

166 

238 

Chesebrough-Pond's  (Dec) 

1,043,420 

1,623,190 

1,616,085 

125,2 

126 

42 

199 

280 

Chrysler  (Dec) 

6,263,576 

10,044,938 

1,410,681 

103,2, 

295 

398 

457 

372 

Chubb  (Dec) 

3,202,808 

1,508,637 

611,479 

74,3 

m 

21 

34 

74 

39 

CIGNA  (Dec) 

31,395,332 

11,786,857 

3,251,357 

490,1 

m 

344 

446 

378 

229 

Cincinnati  Gas  &  Electric  (Dec) 

2,737,453 

1,260,507 

753,568 

130,4 

in 

■ 

■ 

483 

■ 

Cincinnati  Milacron  (Dec) 

660,514 

759,688 

571,851 

I 

2 

20 

46 

24 

Citicorp  (Dec) 

129,997,000 

17,814,000 

4,134,715 

723,0 

:;. 

137 

■ 

■ 

476 

Citizens  &  Southern  Georgia  (Dec) 

6,004,578 

635,445 

320,291 

50,G 

397 

■ 

■ 

■ 

Citizens  Fidelity  (Dec) 

2,407,405 

348,966 

186,573 

25,0 

205 

■ 

B 

■City  Federal  Savings  &  Loan  Association  (Dec) 

4,528,450 

554,098 

1 13,494 

13,1 

II 

101 

86 

266 

327 

City  Investing  (Dec) 

7,554,500 

5,771,100 

1,081,337 

84,( 

488 

■ 

■ 

■ 

City  National  (Dec) 

1,859,188 

219,450 

168,344 

14y| 

241 

497 

231 

127 

Cleveland  Electric  Illuminating  (Dec) 

3,843,294 

1,108,571 

1,220,056 

208,3 

■ 

■ 

467 

■ 

Clorox  (June) 

539,563 

867,141 

595,015 

45,: 

L 

289 

85 

■ 

404 

Coastal  Corp  (Dec) 

3,225,673 

5,799,413 

423^900 

65,< 

1  : 

183 
373 
■ 

398 


76 
114 
455 
■ 

397 


22 
169 


386 


36 
140 


Coca-Cola  (Dec) 

4,923,310 

6,249,718 

7,058,480 

512,: 

Colgate-Palmolive  (Dec) 

2,574,413 

4,887,995 

1,608,406 

196,« 

Colonial  Penn  Group  (Dec) 

1,052,663 

1,236,119 

266,046 

29,; 

Colorado  Natl  Bankshares  (Dec) 

2,406,374 

261,529 

141,085 

21,' 

Colt  Industries  (Dec) 

1,190,234 

1,511,594 

742,822 

-161,; 

168  106 

280 

151 

Columbia  Gas  System  (Dec) 

5,154,666 

5,070,591 

1,033,898 

184,! 

389  ■ 

381 

320 

Combined  International  (Dec) 

2,453,217 

1,043,895 

748,886 

86,: 

336  175 

261 

178 

Combustion  Engineering  (Dec) 

2,823,839 

3,569,817 

1,086,322 

158, 

103  ■ 

■ 

■ 

I0Comerica  (Dec) 

7,378,332 

751,554 

237,674 

35, 

276  ■ 

■ 

■ 

Commerce  Bancshares  (Dec) 

3,342,976 

359,965 

167,063 

31, 

■  ■ 

500 

■ 

Commerce  Clearing  House  (Dec) 

272,617 

350,132 

558,000 

3lJ 

419  ■ 

■ 

■ 

"Commerce  Union  (Dec) 

2,288,671 

279,119 

45,605 

9, 

54  143 

51 

29 

Commonwealth  Edison  (Dec) 

13,729,477 

4,129,666 

3,755,559 

606, 

■  ■ 

403 

■ 

Communications  Satellite  (Dec) 

812,969 

409,507 

702,000 

■  Not  on  500  list. 

'Figures  include  unconsolidated  subsidiaries. 

'Formerly  First  National  Charter. 

Formerly  Central  Louisiana  Energy 

'"Formerly  DETROITBANK. 

"Formerly  Central  Telephone  &  Utilities. 


"Formerly  Tennessee  Valley  Bancorp 
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FORBES,  MAY  5 


A  Summary  of  the  500s'  Rankings 


357,000 

88,266 

NYSE 

CAT 

-2.04 

2.40 

40'/g 

Peoria,  111 

73.2 

Lee  L  Morgan 

159,850 

17,321 

NYSE 

CBH 

5.06 

1.55 

38% 

Oak  Brook,  111 

11.0 

William  A  Pogue 

213,683 

29,642 

NYSE 

CBS 

4.01 

2.80 

59% 

New  York,  NY 

32.5 

Thomas  H  Wyman 

51,155 

8,651 

NASDAQ 

CBCT 

5.36 

1.54 

26  V* 

Hartford,  Conn 

3.8 

Walter  J  Connolly  It 

245,000 

15,579 

NYSE 

CZ 

-2.45 

4.00 

45  V* 

New  York,  NY 

27.4 

John  D  Macomber 

118,213 

21,500 

NYSE 

CEL 

3.01 

0.60 

20 

Lafayette,  La 

0.7 

Gale  L  Galloway 

285,460 

27,016 

NYSE 

CNT 

3.96 

2.20 

37% 

Chicago,  111 

13.6 

Robert  P  Reuss 

i  49,076 

7,598 

NASDAQ 

CTBC 

3.05 

1.80 

19 

St  Louis,  Mo 

3.7 

Clarence  C  Barksdale 

474,045 

87,253 

NYSE 

CSR 

2.82 

1.68 

17% 

Dallas,  Tex 

8.8 

Durwood  Chalker 

34,083 

5,236 

NASDAQ 

CBAN 

4.04 

1.95 

21  Vi 

Cincinnati,  Ohio 

2.8 

Oliver  W  Birckhead 

-Share  data:  1982- 


Cash  Shares 

flow      outstanding      Where  Ticker  Primary 

($000)  (000)  traded         symbol  earnings 


Dividends 


Market 
price 
(Dec.  31) 


Corporate 
headquarters 


Number  of 
employees 
(000) 


Chief  executive 


31,464 

6,689 

NASDAQ 

CBSS 

3.18 

0.86 

13'/8 

Birmingham,  Ala 

2.1 

'  27,618 

5,352 

NASDAQ 

CFBS 

3.56 

1.24 

21 

Richmond,  Va 

2.7 

122,532 

32,269 

NYSE 

CIP 

1.81 

1.47 

15'/2 

Springfield,  111 

2.9 

56,807 

15,207 

NYSE 

CSY 

1.28 

0.84 

16% 

Fort  Wayne,  Ind 

18.3 

(-36,814 

3,882 

NASDAQ 

CENB 

-15.91 

0.40 

14'/2 

Cleveland,  Ohio 

2.5 

Harry  B  Brock  Jr 
Carroll  L  Saine 
Donald  G  Raymer 
Douglas  G  Fleming 
Wilson  M  Brown  Jr 


1 194,553 

54,952 

NYSE 

CHA 

0.45 

0.94 

23% 

Stamford,  Conn 

39.4 

1879,186 

21,570 

NYSE 

CHR 

0.19 

1.00 

11 

Jacksonville,  Fla 

5.4 

17,548 

3,814 

NASDAQ 

CHCP 

3.15 

1.88 

27% 

Kansas  C'ty,  Mo 

2.0 

'519,771 

33,916 

NYSE 

CMB 

7.73 

3.40 

49 

New  York,  NY 

35.5 

425,213 

25,355 

NYSE 

CHL 

8.41 

2.80 

40'/2 

New  York,  NY 

19.6 

Andrew  C  Sigler 
Raymond  K  Mason 
Gordon  E  Wells 
Willard  C  Butchei 
Donald  C  Platten 


168,243 

35,913 

NYSE 

CBM 

3.56 

1.72 

45 

Greenwich,  Conn 

21.3 

563,000 

79,475 

NYSE 

C 

0.97 

none 

17% 

Highland  Park,  Mich 

73.7 

179,320 

12,322 

NASDAQ 

CHUB 

6.03 

2.92 

495/s 

New  York,  NY 

7.8 

718,200 

73,477 

NYSE 

CI 

6.38 

2.3010 

44% 

New  York,  NY 

40.9 

182,752 

40,460 

NYSE 

CIN 

2.75 

2.12 

18% 

Cincinnati,  Ohio 

5.1 

Ralph  E  Ward 
Lee  A  Iacocca 
Henry  U  Harder 
Robert  D  Kilpatrick 
William  H  Dickhoner 


40,770 

22,536 

NYSE 

CMZ 

0.53 

0.72 

25% 

Cincinnati,  Ohio 

12.0 

386,000 

127,222 

NYSE 

FNC 

5.60 

1.68 

32'/i 

New  York,  NY 

59.4 

90,332 

30,145 

NASDAQ 

CSGA 

1.67 

0.50 

10% 

Atlanta,  Ga 

5.6 

39,961 

8,068 

NASDAQ 

CFDY 

3.11 

1.04 

23 '/8 

Louisville,  Ky 

1.8 

182,177 

6,394 

NASDAQ 

CTYF 

1.97 

none 

17% 

Elizabeth,  NJ 

2.2 

James  A  D  Geier 
Walter  B  Wriston 
Bennett  A  Brown 
J  David  Grissom 
Gilbert  G  Roessner 


402,800 

35,895 

NYSE 

CNV 

2.29 

1.68 

30  Vi 

New  York,  NY 

65.1 

30,556 

7,566 

NASDAQ 

CTYN 

1.92 

0.77 

12V* 

Beverly  Hills,  Cal 

1.8 

291,711 

61,775 

NYSE 

CVX 

3.01 

2.19 

19% 

Cleveland,  Ohio 

5.3 

76,281 

24,041 

NYSE 

CLX 

1.90 

0.90 

24% 

Oakland,  Cal 

5.4 

241,066 

21,600 

NYSE 

CGP 

2.65 

0.40 

19% 

Houston,  Tex 

6.5 

George  T  Scharffenberger 
Bram  Goldsmith 
Robert  M  Ginn 
Calvin  S  Hatch 
Oscar  S  Wyatt  Jr 


789,694 
262,257 
85,696 
38,936 
56,534 


135,740 

NYSE 

KO 

3.95 

2.48 

52 

Atlanta,  Ga 

39.4 

81,957 

NYSE 

CL 

2.41 

1.20 

19% 

New  York,  NY 

43.7 

16,124 

NYSE 

CPG 

1.82 

1.40 

16'/2 

Philadelphia,  Pa 

3.1 

7,784 

NASDAQ 

COLO 

2.79 

0.73 

18'/8 

Denver,  Colo 

4.8 

23,962 

NYSE 

COT 

-6.37 

1.80 

31 

New  York,  NY 

22.9 

Roberto  C  Goizueta 
Keith  Crane 
John  J  MacWilliams 
Bruce  M  Rockwell 
George  A  Strichman 


487,724 

35,806 

NYSE 

CG 

5.10 

2.86 

28% 

Wilmington,  Del 

12.1 

257,801 

27,109 

NYSE 

PMA 

2.96 

1.85 

27% 

Northbrook,  111 

5.0 

283,395 

33,044 

NYSE 

CSP 

4.77 

1.72 

327/s 

Stamford,  Conn 

43.5 

51,972 

9,603 

NASDAQ 

CMCA 

3.91 

1.90 

24% 

Detroit,  Mich 

4.6 

52,188 

5,346 

NASDAQ 

CBSH 

6.37 

1.84 

31V4 

Kansas  City,  Mo 

3.0 

W  Frederick  Laird 
Patrick  G  Ryan 

Arthur  J  Santry  Jr 
Donald  R  Mandich 
James  M  Kemper  Jr 


40,911 
24,989 
876,830 
168,614 


9,000 
3,923 
148,735 
9,000 


NASDAQ 
NASDAQ 
NYSE 
NYSE 


CCLR 
COMU 
CWE 
CQ 


3.50 
2.14 
3.75 
5.41 


1.48 
0.80 
2.80 
2.30 


62 
11% 
25  Vi 
78 


Chicago,  111 
Nashville,  Tenn 

Chicago,  111 
Washington,  DC 


5.3  Richard  T  Merrill 

2.0  William  F  Earthman 

17.2  James  J  O'Connor 

3.2  Joseph  V  Charyk 


All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 
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The  Dimensions  of  American  Business 


-Where  they  rank:  1982- 


Assets 


Sales 


Market 
value 


Net 
profits 


Company  (fiscal  year  end) 


Assets 
l$000) 


Sales 
($000) 


Market  value 
of  common 
($000) 


Net  I 


■ 

■ 

327 

■ 

Computervision  (Dec) 

274,140 

325,185 

846,315 

32 

■ 

355 

■ 

■ 

ConAgra  (May) 

488,570 

1,705,169 

509,796 

32 

96 

107 

94 

38 

Consolidated  Edison  (Dec) 

7,872,069 

5,067,404 

2,634,763 

492 

400 

81 

213 

183 

Consolidated  Foods  (lune) 

2,398,802 

6,039,276 

1,311,378 

15fl 

■ 

464 

412 

449 

Consolidated  Freightways  (Dec) 

899,442 

1,203,796 

674,200 

54 

281 

201 

297 

176 

Consolidated  Natural  Gas  (Dec) 

3,271,881 

3,210,985 

950,670 

159 

99 

243 

203 

89 

Consumers  Power  (Dec) 

7,593,816 

2,731,081 

1,387,017 

28C 

418 

■ 

■ 

■ 

"Continental  Bancorp  (Dec) 

2,300,148 

266,023 

143,750 

25 

86 

180 

163 

274 

Continental  Corp  (Dec) 

8,619,394 

3,505,788 

1,620,369 

105 

146 

93 

254 

156 

'Continental  Group  (Dec) 

5,727,400 

5,564,200 

1,109,318 

18C 

11 

82 

346 

354 

Continental  Illinois  (Dec) 

42,899,424 

5,900,040 

813,879 

77 

239 

340 

258 

195 

"Continental  Telecom  IDec) 

3,864,625 

1,817,689 

1,092,149 

150 

117 

135 

204 

189 

Control  Data  (Dec) 

6,911,900 

4,292,000 

1,379,862 

153 

■ 

■ 

413 

■ 

Convergent  Technologies  (Dec) 

100,868 

96,462 

673,362 

11 

458 

273 

229 

218 

Cooper  Industries  (Dec) 

2,036,547 

2,393,989 

1,223,089 

135 

494 
■ 

395 


382 
■ 

146 
487 


201 
233 
128 
■ 

496 


370 
405 
110 


Corning  Glass  Works  (Dec)  1,797,700  1,578,700  1,396,418  74 

"Cox  Communications  (Dec)  800,146  514,746  1,211,578  65 

CPC  International  (Dec)  2,412,961  4,091,464  2,016,149  231 

Crane  (Dec)  857,177  1,126,398  240,730 

Cray  Research  (Dec)  223,968  141,149  561,183 


26 

232  • 

■ 

382 

Crocker  National  (Dec) 

24,938,759 

2,893,659 

522,083 

711 

■ 

344 

■ 

■ 

Crown  Central  Petroleum  (Dec) 

643,055 

1,772,468 

87,858 

7 

■ 

425 

■ 

■ 

Crown  Cork  &  Seal  (Dec) 

840,599 

1,351,859 

412,528 

44 

402 

223 

357 

■ 

Crown  Zellerbach  (Dec) 

2,385,600 

2,947,400 

790,687 

-112 

91 

113 

112 

62 

CSX  (Dec) 

8,109,100 

4,908,600 

2,158,293 

338 

314 

■ 

■ 

■ 

Cullen/Frost  Bankers  (Dec) 

3,013,111 

353,092 

150,942 

It 

■ 

379 

■ 

■ 

Cummins  Engine  (Dec) 

1,281,804 

1,587,476 

411,011 

1 

471 

266 

223 

'  469 

Dana  (Dec) 

1,984,472 

2,422,937 

1,264,414 

51 

171 

43 

52 

57 

Dart  &  Kraft  (Dec) 

5,133,800 

9,974,400 

3,750,033 

35C 

319 

88 

93 

130 

Dayton-Hudson  (Jan) 

2,984,147 

5,660,729 

2,656,198 

20£ 

461 

■ 

449 

258 

Dayton  Power  &  Light  (Dec) 

2,017,099 

886,648 

633,472 

112 

139 

119 

129 

461 

Deere  lOct) 

5,935,679 

4,608,226 

1,996,501 

52 

■ 

■ 

■ 

374 

Delmarva  Power  &  Lt  (Dec) 

1,471,457 

636,666, 

475,661 

7: 

359 

171 

148 

■ 

Delta  Air  Lines  (June) 

2,657,880 

3,617,523 

1,759,424 

2C 

■ 

■ 

304 

407 

Deluxe  Check  Printers  IDec) 

349,756 

549,519 

923,053 

64 

450 

■ 

■ 

■ 

Deposit  Guaranty  (Dec) 

2,073,295 

231,738 

92,626 

1 

98 

304 

193 

101 

Detroit  Edison  (Dec) 

7,635,741 

2,123,254 

1,462,007 

2S4  .( 

297 

205 

211 

198 

Diamond  Shamrock  (Dec) 

3,193,714 

3,177,379 

1,326,565 

149  1 

■ 

■ 

434 

■ 

Diebold  (Dec) 

264,736 

427,639 

645,990 

41  3 

225 

155 

28 

46 

Digital  Equipment  (lune) 

4,024,013 

3,880,771 

5,553,991 

417  1 

446 

■ 

117 

284 

Walt  Disney  Productions  (Sept) 

2,102,816 

1,030,250 

2,112,424 

io.:  ; 

291 

■ 

■ 

■ 

Dominion  Bankshares  (Dec) 

3,224,685 

372,181 

138,496 

V 

159 

■ 

■ 

■ 

Donaldson,  Lufkin  &  Jenrette  (Dec) 

5,324,973 

628,667 

219,349 

ig  a 

■ 

419 

250 

304 

R  R  Donnelley  &  Sons  (Dec) 

968,709 

1,404,206 

1,131,928 

91  s 

■ 

474 

■ 

■ 

Dorchester  Gas  (Aug) 

533,468 

1,159,101 

194,688 

17  2 

■ 

■ 

259 

309 

Dover  (Dec) 

611,535 

1,035,212 

1,090,005 

85  1 

65 

39 

33 

61 

Dow  Chemical  (Dec) 

11,807,000 

10,618,000 

5,024,149 

342  0 

■ 

■ 

118 

313 

Dow  Jones  (Dec) 

594,741 

730,673 

2,097,885 

88  9 

■ 

478 

■ 

■ 

Dravo  (Dec) 

640,861 

1,151,617 

161,308 

-11  i 

■  Not  on  500  list 

'Figures  include  unconsolidated  subsidiaries. 

12FormerIy  Continental  Bank 
13Formerly  Continental  Telephone 
"Formerly  Cox  Broadcasting 
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A  Summary  of  the  500s'  Rankings 


 Share  data:  1982  

,  Cash 

Shates 

Market 

Number  of 

!  flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

1 

— 

H  ($000) 

(0001 

traded 

3  y  111  IMM 

pflrninpc 

t  ill  IllllgS 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

11 

0 



27  41 1 

NYSE 

CVN 

1.18 

30% 

Rf^Hrnril  \/Iacc 

4.0 

I  a  m  t '  v  R  Rprrprf 
JdlllCS  EV  DCHCll 

1 

J 

18  207 

NYSE 

CAG 

2.51 

0.90 

28 

wllldlld.,  INtU 

1  1  A 

1  l.D 

tf"^  nirlpi    M    H  irni>r 

[  >  1  7,00  i 

1  9R  <i9 ^ 

NYSE 

ED 

3.55 

1.68 

20  Vi 

Mpw  Ynrk  MY 

22  7 

A  rtniir  H  iiicnnro 
AlUIUI  ildU>()UIU, 

IS 

1  iOO,JO  L 

NYSE 

CFD 

5.39 

2.12 

45  i/g 

Chicago,  111 

RR  0 

O0.7 

John  H  Bryan  |i 

\  16,348 

13,484 

NYSE 

CNF 

4.08 

1.58 

50 

Palo  Alto,  Cal 

16.9 

Raymond  F  O'Brien 

IQ 

\oj)  nig 

40  240 

NYSE 

CNG 

3.90 

1.88 

23  y8 

Pi  t  tchi  1  rah  Pa 
1  lUsUUIgll,  I  a 

7.5 

fZpnrop  I  Tan Iri^rcl »*\/ 

vjcuigc  f  i  diiKCisitry 

, 

70  676 

NYSE 

CMS 

3.16 

2.44 

195/« 

I  a  f"  k  c  r~»  n     \A  1  f  n 

12  8 

1; 

!  it;  10^ 

J,UUU 

Mjcnin 

IN  r\OLJ 

CBRP 

5.12 

1  94 

28% 

N^ornstown,  Pa 

l  7 

i .  / 

Roy  X  Peraino 

in 
lit 

MVCt 
IN  I 

CIC 

2.04 

2  60 

29% 

Mpu,  York  KIV 
INtW    I  UIK,  IN  I 

1  0  9 

|ohn  P  Masco  tie 

IS 

i5 1,400 

32,627 

NYSE 

ccc 

4.81 

2.60 

34 

Stamford,  Conn 

48.7 

S  Bruce  Smart  Jr 

■ 

JO        1 J 

39  945 

NYSE 

CIL 

1.95 

2.00 

20% 

v .  1 1 1 1 . m,w  ui 

12.8 

Dnupr  1    A  n  Hp  renii 

IS 

1Q1  A  1  A 

K5  1,0  lO 

Do,  J  lO 

NYSE 

CTC 

2.32 

1.56 

17l/4 

Atlanta  a 

9  1  A 

10 

;d9  inn 

37  168 

NYSE 

CD  A 

4.06 

0.54 

37'/s 

innpannl  is    \A inn 
IVLiiiiiCa^Jlfllo,  iviiiiii 

58.3 

Will  i  '■  tn  f"1  \Irin*i« 
w  in  luill  v_-  iNliiila 

H 

OU,UJO 

N  ASP)  AO 

CVGT 

0.42 

22  Vi 

Canta  C~*  1  a  ra       a  1 
'illl  Ul  V.  iiil   I,    v.  ill 

0  4 

AIIpii  H  Mirhpk 

IS 

>07,804 

42,728 

NYSE 

CBE 

2.76 

1.45 

28% 

Houston,  Tex 

34.9 

Robert  Cizik 

■ 

21  198 

NYSE 

GLW 

3.52 

2.32 

65% 

(""rim  i  n  a  MY 

30.9 

1  i  mi'v   P  Hnnontnn 
|  allies  IV  11 U  UK11 IU11 

1 

D 

1  SR  7M 

1  JO,  /  UJ 

28  341 

NYSE 

COX 

2.31 

0.27 

42% 

A r  1  mta  Ha 

.   It  l.ll  1  1  ,1.     '■    r  ,  L 

6.4 

William  \  slrhu.-'art7 

1 1  1  1  1  1  all  !    /i    JL1I  VV  dl  l£ 

11 

48  436 

NYSE 

CPC 

4.80 

2.06 

415/« 

Englewood  Cliffs  NJ 

38.7 

lamps  W  MpKpp  lr 

falllCS           I'll  fl 

7c  7ns 

10  178 

NYSE 

CR 

-0.32 

1.66 

23% 

New  Ynrk  MY 

INC  W    I  Ul  IS.,  IN  I 

15.5 

Thnmit   JM  Fvanc 
I  UUllldS   1*1  LVdllS 

i 

61,850 

14,529 

NYSE 

CYR 

1.38 

none 

38% 

Minneapolis,  Minn 

1.2 

John  A  Rollwagen 

19  159 

NYSE 

CKN 

3.62 

2.40 

271/4 

Qan  Frann  cm   C~* a  I 

15.3 

Inhn  R  M  Plarp 

|UI111  D  ; T 1    1  IJLt 

66  564 

6  220 

ASE 

CNP  A 

0.92 

0.80 

14'/s 

Ra  1 1  i  mnrp    M  n 

1.7 

llLlll  >   r\  IVUscllUCIg  |I 

■ 

13  984 

NYSE 

CCK 

3.15 

291/2 

Pnilanplnhia  Pa 
r  ill ldUClJJllld,  I  A 

13  8 

fuiin  r  V-Uimciiy 

-11 

1 1 3  'inn 

26  917 

NYSE 

ZB 

-4.86 

1.98 

29% 

Can  FranrKrn   C a  1 

'■.ill  L  1  . 1  1  1  v.  1  3  l  1  1 .  '.11 

27.1 

VAVi  1 1  ■  am  T"  C rptnn 

TV  If  lldlll     X     V  ItSUlI 

li 

596,100 

42,216 

NYSE 

CSX 

8.10 

2.84 

51>/8 

Richmond,  Va 

63.0 

Hays  T  Watkins 

: 

47,240 

6,861 

NASDAQ 

CFBI 

3.78 

0.84 

22 

San  Antonio,  Tex 

2.3 

Thomas  C  Frost 

94,767 

8,431 

NYSE 

CUM 

0.21 

2.00 

48% 

Columbus,  Ind 

20.9 

Henry  B  Schacht 

136,381 

36,386 

NYSE 

DCN 

1.43 

1.60 

34% 

Toledo,  Ohio 

32.1 

Gerald  B  Mitchell 

;: 

684,500 

54,745 

NYSE 

DKI 

6.40 

3.60 

68% 

Northbrook,  111 

79.9 

John  M  Richman 

j 

342,707 

48,185 

NYSE 

DH 

4.29 

1.13 

55% 

Minneapolis,  Minn 

77.5 

William  A  Andres 

151,990 

36,723 

NYSE 

DPL 

2.65 

1.90 

17l/4 

Dayton,  Ohio 

3.6 

Robert  E  Frazer 

j  1 166,426 

67,678 

NYSE 

DE 

0.78 

2.00 

29% 

Moline,  111 

54.6 

Robert  A  Hanson 

•  j  135,350 

29,048 

NYSE 

DEW 

2.13 

1.58 

16% 

Wilmington,  Del 

2.7 

Nevius  M  Curtis 

;  287,722 

39,761 

NYSE 

DAL 

0.52 

1.00 

44% 

Atlanta,  Ga 

37.4 

David  C  Garrett  Jr 

'1  104,913 

22,933 

NYSE 

DLX 

2.83 

1.06 

,40l/4 

St  Paul,  Minn 

9.8 

Eugene  R  Olson 

|i  29,949 

3,194 

NASDAQ 

DEPS 

5.06 

1.90 

29 

Jackson,  Miss 

1.6 

John  P  Maloney 

1463,121 

111,391 

NYSE 

DTE 

1.75 

1.68 

13 '/s 

Detroit,  Mich 

11.2 

Walter  J  McCarthy  Jr 

446,527 

63,548 

NYSE 

DIA 

2.37 

1.76 

20% 

Dallas,  Tex 

12.2 

William  H  Bricker 

::[  48,108 

8,671 

NYSE 

DBD 

4.80 

0.80 

74  % 

Canton,  Ohio 

6.2 

Earl  F  Wearstler 

570,713 

55,819 

NYSE 

DEC 

7.53 

none 

99  Vi 

Maynard,  Mass 

65.1 

Kenneth  H  Olsen 

216,828 

33,398 

NYSE 

DIS 

3.01 

1.20 

63'/4 

Burbank,  Cal 

26.5 

Ronald  W  Miller 

31,007 

9,805 

NASDAQ 

DMBK 

1.79 

1.00 

14'/8 

Roanoke,  Va 

3.1 

Warner  N  Dalhouse 

30,448 

12,102 

NYSE 

DLJ 

1.41 

0.20 

18'/8 

New  York,  NY 

3.7 

Richard  H  Jenrette 

180,976 

19,024 

NYSE 

DNY 

4.80 

1.42 

5?% 

Chicago,  111 

16.0 

Charles  W  Lake  Jr 

54,742 

17,500 

ASE 

DCS 

1.01 

0.16 

11% 

Dallas,  Tex 

1.2 

George  S  Rooker 

127,821 

35,592 

NYSE 

DOV 

2.52 

0.68 

305/s 

New  York,  NY 

12.9 

Gary  L  Roubos 

,067,000 

194,170 

NYSE 

DOW 

1.77 

1.80 

25% 

Midland,  Mich 

60.2 

Paul  F  Oreffice 

j  119,987 

63,814 

NYSE 

DJ 

1.39 

0.54 

32% 

New  York,  NY 

5.6 

Warren  H  Phillips 

1  26,787 

13,035 

NYSE 

DRV 

-0.90 

0.85 

12% 

Pittsburgh,  Pa 

12.6 

Thomas  F  Faught  Jr 

All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 
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Vhy  lock  up 

0%  more  working  capital 
i  your  claims  deposit 
than  you  have  to? 


U  Every  company  with  a  self-insur- 
ib  program  is  all  too  aware  of  the 
w  deposits  required  to  cover  pro- 
ttd  claims.  Those  dollars  come 
flight  out  of  working  capital. 
I  Now  GAB  has  a  way  to  reduce 
'fens  deposits  by  as  much  as  90%. 
I:  ailed  ACT,  the  Automated  Cash 
E  sfer  system.  And  only  GAB,  the 
pn's  leading  Claims  Management 
^.ice,  offers  it. 

\  One  of  our  largest  clients 
iched  to  ACT  and  cut  their  loss/ 
5jh  fund  deposit  from  $1  million  to 
fl),Q00-putting  $900,000  in 
'(xing  capital  back  to  work. 
" !  ACT  eliminates  the  need  for  high 
|ul  deposits  because  it  speeds 
iiibursements.  Monies  needed 
Itpver  claims  payments  are 
i'  lered  automatically  by  the  paid 
ffck  and  only  as  needed. 
\  f  The  system  combines  GAB's 
xusive  on-line  claims  informa- 
Gfservice  with  state  of  the  art 
jjltronic  funds  transfer.  Pro- 
e  ling  that  used  to  take  weeks 


is  accomplished  in  hours.  And  the 
time  that  ACT  saves  translates  into 
real  dollars  for  you. 

Most  claims  management  firms 
demand  two  months  of  claim  fund 
deposits.  With  ACT,  as  little  as  four 
days  of  claim  fund  deposits  are  all 
that's  required.  And  GAB  clients  get 
the  full  benefit  of  float. 

ACT  is  years  ahead  of  other 
systems. 

What's  more,  ACT  offers  four 
funding  alternatives.  There's  daily, 
weekly,  monthly  reimbursement,  or 
trigger  point  funding.  You  select  the 
option  that's  right  for  your  claims 
program. 

With  its  nationwide  net- 
work of  offices  and  experi- 
enced claims  professionals, 
GAB  offers  the  full  range  of  Claims 
Management  services.  We  can 
help  you  control  cash  flow,  iden 
tify  risk,  and  aid  cost  control. 
We  also  offer  a  diversified 
selection  of  claims  han- 
dling services. 


If  you'd  like  to  find  out  more 
about  how  ACT  can  unlock  the  capital 
imprisoned  in  your  current  claims 
deposit,  contact  GAB. 

Write  to:  Paul  Dougherty,  Senior 
VR  Claims  Management  Division,  GAB, 
123  William  Street,^^  New  York, 
NY  10038.  Or  call  him  at 

(212)306-8390. 


The  state  of  the  art  of  claims  management. 


The  Dimensions  of  American  Business  \ 

Where  they  rank:  1982 

1 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

/  cnnnl 
(4UUU) 

;ik/nit 

(iuuu) 

(4000) 

/  d 

w  1 

279 

141 

177 

162 

Dresser  Industries  (Oct) 

3,310,900 

4,166,400 

1,558,907 

17!  1 

28 

9 

18 

15 

E  I  du  Pont  de  Nemours  (Dec) 

24,343,000 

33,223,000 

8,485,908 

89-  I 

113 

290 

1 10 

58 

Duke  Power  (Dec) 

7,057,780 

2,244,480 

2,230,814 

34"  I 

■ 

406 

86 

205 

Dun  &  Bradstreet  (Dec) 

998,440 

1,461,566 

2,772,972 

14;  1 

325 

■ 

359 

Lor 

Duquesne  Light  (Dec) 

T  O  O  1  A  1  1 

2,00o,41 1 

1 A  <C  A  JCI 

1 4o,4o2 

785,836 

10'  1 

■ 

■ 

396 

m 

E-Systems  (Dec) 

315,373 

754,385 

723,801 

3!  : 

290 

164 

■ 

m 

Eastern  Air  Lines  (Dec) 

3,224,887 

3,769,237 

198,544 

-7< 

■ 

431 

■ 

401 

Eastern  Gas  &  Fuel  Associates  (Dec) 

1,344,729 

1,325,621 

491,017 

6e 

71 

38 

6 

12 

Eastman  Kodak  (Dec) 

10,614,156 

10,815,000 

14,233,000 

1,16: 

459 

264 

307 

■ 

Eaton  (Dec) 

Z,<*d2.,d  to 

oin  ~if\A 
y2U,  /U4 

1  C  1 

— 10: 

■ 

306 

308 

385 

Jack  Eckerd  (July) 

754,377 

2,080,183 

919,965 

71 

■ 

■ 

336 

■ 

EG&G  (Dec) 

270,393 

800,843 

834,618 

41 

216 

129 

248 

459 

EI  Paso  (Dec) 

4,179,589 

4,364,042 

1,135,453 

5; 

■ 

■ 

■ 

384 

El  Paso  Electric  (Dec) 

1,138,605 

270,090 

383,205 

71 

■ 

■ 

217 

496 

Electronic  Data  Systems  (June) 

33U,  lyl 

3U3,333 

l,3(Jl,b3b 

4t 

416 

181 

45 

82 

Emerson  Electric  (Sept) 

2,319,799 

3,502,327 

4,148,183 

30« 

■ 

353 

494 

344 

Emhart  (Dec) 

1,002,200 

1,710,400 

563,017 

81 

■ 

314 

318 

408 

Engelhard  (Dec) 

775,524 

2,018,885 

866,138 

6< 

308 

161 

294 

181 

ENSERCH  (Dec) 

3,079,070 

3,787,675 

958,132 

15' 

310 

405 

■ 

489 

'Entex  (June) 

3,052, 1 23 

1,463,265 

4Uo,U69 

4' 

294 

■ 

■ 

■ 

Equimark  (Dec) 

3,215,007 

363,634 

29,081 

t 

387 

■ 

■ 

■ 

Equitable  Bancorporation  (Dec) 

2,457,505 

283,733 

92,570 

1 

499 

194 

328 

265 

Esmark  (Oct) 

1,758,241 

3,303,220 

845,518 

10' 

448 

334 

■ 

294 

'Ethyl  (Dec) 

2,074,885 

1,845,623 

547,107 

9: 

■ 

454 

■ 

■ 

Evans  Products  (Dec) 

c\a  o  70 n 

y4o,  /oU 

1,23 /,y(J6 

103,540 

-6' 

■ 

■ 

■ 

485 

Ex-Cell-O  (Nov) 

697,633 

1,027,123 

369,070 

41 

7 

1 

3 

3 

Exxon  (Dec) 

62,288,550 

97,172,523 

25,763,679 

4,18! 

■ 

404 

■ 

■ 

Farm  House  Foods  (Mar) 

273,608 

1,463,793 

34,633 

493 

■ 

235 

233 

Farmers  Group  (Dec) 

1,802,661 

633,100 

1,196,808 

12o 

■ 

479 

■ 

■ 

Federal  Co  (May) 

3  1U,02U 

1    1  A  fl  O  /L  1 

1, 149,061 

231,452 

11 

■ 

■ 

162 

353 

Federal  Express  (May) 

730,291 

803,915 

1,623,996 

7J 

5 

63 

171 

■ 

Federal  National  Mortgage  Assoc  (Dec) 

73,466,703 

7,384,157 

1,603,305 

-132 

202 

58 

107 

109 

Federated  Department  Stores  (Jan) 

4,574,288 

7,698,944 

2,293,988 

23: 

220 

■ 

■ 

■ 

Fidelcor  (Dec) 

4,119,516 

444,237 

130,644 

21 

270 

■ 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

1  a  f\o  in 

3,4U0,  Ibl 

326,543 

105, 117 

122 

■ 

■ 

■ 

Financial  Corp  of  America  (Dec) 

6,611,883 

775,280 

395,939 

31 

466 

■ 

■ 

■ 

Financial  Corp  of  Santa  Barbara  (Dec) 

2,006,678 

245,938 

22,207 

309 

■ 

■ 

■ 

Financial  Federation  (Dec) 

3,066,139 

324,822 

93,191 

356 

158 

301 

■ 

Firestone  Tire  &  Rubber  (Oct) 

2,672,000 

3,869,000 

933,196 

* 

304 

■ 

■ 

■ 

First  Alabama  Bancshares  (Dec) 

1  11*10  <~\r\ 

3,123,890 

350,893 

204,527 

3c 

371 

■ 

■ 

■ 

First  American  (Dec) 

2,586,512 

280,980 

95,359 

1 

338 

■ 

■ 

■ 

First  &  Merchants  (Dec) 

2,794,355 

345,855 

133,209 

25 

207 

■ 

■ 

■ 

First  Atlanta  (Dec) 

4,480,046 

477,682 

219,250 

31 

49 

322 

■ 

253 

First  Bank  System  (Dec) 

16,899,365 

1,961,408 

532,636 

1 1^ 

47 

423 

■ 

295 

First  Boston  (Dec) 

17,324,189 

1,394,960 

346,913 

91 

83 

■ 

■ 

■ 

First  Charter  Financial  (Dec) 

9,387,592 

1,009,484 

533,033 

-61 

19 

128 

390 

214 

First  Chicago  (Dec) 

35,876,372 

4,402,186 

738,213 

136 

51 

350 

400 

246 

First  City  Bancorporation  of  Texas  (Dec) 

16,567,101 

1,728,761 

706,684 

121 

475 

■ 

■ 

■ 

First  Empire  State  (Dec) 

1,946,894 

249,930 

69,549 

1. 

■  Not  on  500  list 

'Figures  include  unconsolidated  subsidiaries. 
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FORBES,  MAY 


A  Summary  of  the  500s9  Rankings 


-Share  data:  1982- 


Shares 


Market 


Number  of 


flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

$000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

52,200 

78,932 

NYSE 

DI 

2.19 

0.80 

19% 

Dallas,  Tex 

51.0 

John  V  fames 

i  7,000 

236,541 

NYSE 

DD 

3.75 

2.40 

35% 

Wilmington,  Del 

171.1 

Edward  G  Jefferson 

57,000 

95,949 

NYSE 

DUK 

3.07 

2.24 

23'/4 

Charlotte,  NC 

20.2 

William  S  Lee 

78,771 

28,152 

NYSE 

DNB 

5.06 

2.66 

98  Vi 

New  York,  NY 

26.0 

Harrington  Drake 

58,760 

53,277 

NYSE 

DQU 

1.75 

1.90 

14% 

Pittsburgh,  Pa 

4.8 

John  M  Arthur 

43,886 

14,404 

NYSE 

ESY 

2.42 

0.60 

50!/4 

Dallas,  Tex 

12.0 

John  W  Dixon 

52,376 

24,818 

NYSE 

EAL 

-3.82 

none 

8 

Miami,  Fla 

38.5 

Frank  Borman 

'25,305 

22,706 

NYSE 

EFU 

2.91 

1.20 

21% 

Boston,  Mass 

9.1 

William  J  Pruyn 

45,000 

165,500 

NYSE 

EK 

7.12 

3.50 

86 

Rochester,  NY 

136.5 

Walter  A  Fallon 

.;. 

,17  Til 
'I  /,ZOO 

7  0  777 
zo,  1  1  L 

IN  i  or, 

£  1  IN 

A  7  A 

oz 

Cleveland,  Ohio 

AA  A 

r  ivianaeii  ue  winat 

'08,148 

37,359 

NYSE 

ECK 

1.90 

0.93 

24% 

Largo,  Fla 

29.3 

Stewart  Turley 

•; 

'44,723 

29,544 

NYSE 

EGG 

1.38 

0.32 

28'/4 

Wellesley,  Mass 

18.1 

Bernard  J  O'Keefe 

(32,733 

49,910 

NYSE 

ELG 

1.08 

1.48 

22% 

Houston,  Tex 

8.2 

Travis  H  Petty 

70,799 

31,282 

NASDAQ 

ELPA 

2.30 

1.31 

12'/4 

El  Paso,  Tex 

1.1 

Evern  R  Wall 

58,306 

28,923 

VTVCC 

IN  Yat 

tub 

1  77 

n  ao 

A  ^ 
43 

Dallas,  Tex 

1  1  -O 

Morton  H  Meyerson 

1 

02,396 

68,565 

NYSE 

EMR 

4.37 

2.03 

60'A 

St  Louis,  Mo 

52.7 

Charles  F  Knight 

1 

22,200 

12,374 

NYSE 

EMH 

6.53 

2.45 

45  Vi 

Farmington,  Conn 

30.8 

T  Mitchell  Ford 

l02,353 

26,857 

NYSE 

EC 

2.41 

0.56 

32'/4 

Edison,  NJ 

7.9 

Irving  D  Isko 

01,015 

50,428 

NYSE 

ENS 

2.70 

1.60 

19 

Dallas,  Tex 

21.9 

William  C  McCord 

T  1    7 A  1 

11,  /41 

7  1  AC7 

IN  I  JL 

ETV 
ClA 

L.Lo 

1  .U^ 

18/4 

Houston,  Tex 

D.XJ 

Jackson  C  Hinds 

i  

19,078 

4,653 

NYSE 

EQK 

0.54 

none 

6% 

Pittsburgh,  Pa 

2.3 

William  E  Bierer 

23,020 

3,600 

NASDAQ 

EBNC 

2.92 

0.82 

25% 

Baltimore,  Md 

2.7 

H  Grant  Hathaway 

1 

105,515 

14,641 

NYSE 

ESM 

6.79 

1.47 

57% 

Chicago,  111 

30.7 

Donald  P  Kelly 

1 

70,597 

37,092 

NYSE 

EY 

2,32 

0.75 

14% 

Richmond,  Va 

14.3 

Floyd  D  Gottwald  Jr 

: 

i 

A  O  171 

-4y,  1/1 

17  1/^1 

TvTVCC 

IN  lot 

tv  Y 

£  A/1 
— J.04 

n  IC 
U.Z5 

Portland,  Ore 

1  A  7 

14.  / 

ivionioru  a  unoii 

78,523 

14,195 

NYSE 

XLO 

3.25 

1.54 

26 

Troy,  Mich 

14.1 

E  Paul  Casey 

d 

.56,211 

866,006 

NYSE 

XON 

4.82 

3.00 

29% 

New  York,  NY 

173.0 

Clifton  C  Garvin  Jr 

12,107 

8,149 

NASDAQ 

FHFC 

0.46 

none 

4]/4 

Milwaukee,  Wise 

4.9 

Richard  Y  Fisher 

41 

112,387 

33,952 

NASDAQ 

FGRP 

3.73 

1.24 

351/4 

Los  Angeles,  Cal 

11.9 

Richard  G  Lindsley 

4z,ob  / 

IN  I  oxt 

rrr 

1  1  A 
L.  14 

1  .o4 

Zo/4 

Memphis,  Tenn 

1  5  n 
io.U 

k  Lee  i  ayior  n 

1! 

156,074 

21,872 

NYSE 

FDX 

3.70 

none 

74% 

Memphis,  Tenn 

10.1 

Frederick  W  Smith 

-| 

.36,906 

65,441 

NYSE 

FNM 

-2.20 

0.16 

24  Vi 

Washington,  DC 

1.1 

David  O  Maxwell 

i' 

157,097 

48,550 

NYSE 

FDS 

4.79 

2.05 

47'A 

Cincinnati,  Ohio 

124.6 

Howard  Goldfeder 

AC\  070 

'RJ,  o  /  o 

^  1  7  A 

D  M  f 

i.O  1 

TCI/, 
ZJ  /4 

Philadelphia,  Pa 

1  Q 

Z.3» 

Raymond  J  Dempsey 

— 
1 

14,942 

3,788 

NYSE 

FDU 

0.46 

2.80 

27% 

Newark,  NJ 

2.9 

Peter  Cartmell 

559,119 

15,302 

NYSE 

FIN 

2.4Q 

0.45 

25% 

Los  Angeles,  Cal 

1.4 

Charles  W  Knapp 

1 

-35,791 

4,333 

NYSE 

FSB 

-2.22 

none 

5'/8 

Santa  Barbara,  Cal 

0.8 

David  L  Tilton 

3,478 

4,212 

NYSE 

FFI 

0.15 

none 

22'/8 

Culver  City,  Cal 

0.6 

William  J  Popejoy 

137,000 

50,443 

NYSE 

FIR 

0.04 

0.60 

18Vi 

Akron,  Ohio 

69.0 

|ohn  J  Nevin 

60,427 

7,718 

NASDAQ 

FABC 

4.32 

1.64 

26'/2 

Montgomery,  Ala 

3.4 

Frank  A  Plummer 

23,273 

6,465 

NASDAQ 

FATN 

2.53 

0.95 

14% 

Nashville,  Tenn 

2.2 

Kenneth  L  Roberts 

40,117 

6,498 

NASDAQ 

FMCH 

3.76 

1.05 

20'/2 

Richmond,  Va 

3.4 

C  Coleman  McGehee 

62,726 

10,503 

NYSE 

FAC 

3.61 

0.91 

207/s 

Atlanta,  Ga 

3.9 

Thomas  R  Williams 

205,649 

14,847 

NASDAQ 

FBKS 

7.66 

2.64 

35% 

Minneapolis,  Minn 

10.0 

George  H  Dixon 

99,845 

4,785 

NASDAQ 

FBOS 

17.02 

3.00 

72'/2 

New  York,  NY 

1.8 

Peter  T  Buchanan 

^14,182 

29,820 

NYSE 

FCF 

-2.05 

0.80 

17% 

Beverly  Hills,  Cal 

2.3 

S  Mark  Taper 

295,917 

40,729 

NYSE 

FNB 

3.33 

1.20 

18'/8 

Chicago,  111 

11.2 

Barry  F  Sullivan 

194,513 

32,122 

NYSE 

FBT 

3.52 

1.20 

22 

Houston,  Tex 

8.3 

James  A  Elkins  Jr 

19,285 

2,868 

NASDAQ 

FEMP 

4.44 

0.85 

24'/4 

Buffalo,  NY 

2.1 

Robert  G  Wilmers 

1  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983. 
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The  Dimensions  of  American  Business 


 Where  they  rank:  1982 — 



Market  value 

M  IT  If  (It 

Net 

Assets 

Sales 

of  common 

Net 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

IS 

266 

354 

First  Executive  (Dec) 

3,451,218 

1,707,330 

352,450 

2< 

379 

■ 

_ 

First  Florida  Banks  (Dec) 

2,501,933 

271,503 

177,491 

2'- 

403 

■ 

m 

First  Hawaiian  (Dec) 

2,384,029 

273,076 

95,048 

15 

13 

121 

219 

122 

First  Interstate  Bancorp  (Dec) 

40,884,296 

4,607,604 

1,280,226 

221 

329 

■ 

" 

First  Kentucky  National  (Dec) 

2,853,198 

323,438 

160,623 

2e 

268 

■ 

m 

First  Maryland  Bancorp  (Dec) 

3,447,013 

398,288 

102,317 

23 

424 

■ 

m 

First  National  Cincinnati  (Dec) 

2,238,886 

245,780 

163,125 

2-3 

186 

■ 

m 

First  National  State  Bancorp  (Dec) 

4,867,790 

464,534 

180,781 

34 

■ 

465 

; 

m 

First  National  Supermarkets  (Mar) 

200,894 

1,201,258 

42,123 

s 

498 

■ 

m 

■ 

First  New  Mexico  Bankshare  (Dec) 

1,774,019 

206,747 

92,379 

It. 

244 

■ 

a 

l5Fitst  of  America  Bank  (Dec) 

3,820,043 

442,585 

80,162 

2C 

277 

■ 

I 

m 

First  Oklahoma  Bancorporation  (Dec) 

3,326,347 

367,803 

166,438 

li 

155 

■ 

■ 

m 

First  Pennsylvania  (Dec) 

5,432,841 

636,310 

80,580 

-It 

200 

■ 

460 

First  Security  (Dec) 

4,608,987 

531,869 

253,050 

53 

272 

■ 

m 

" 

First  Tennessee  National  (Dec) 

3,392,116 

391,590 

156,095 

2< 

132 

m 

First  Union  (Dec) 

6,167,985 

663,169 

263,131 

43 

378 

■ 

1 

m 

First  United  Bancorporation  (Dec) 

2,522,607 

309,342 

240,372 

16 

462 

■ 

■ 

m 

First  Virginia  Banks  (Dec) 

2,016,103 

246,693 

141,175 

2: 

189 

■ 

■ 

First  Wisconsin  (Dec) 

4,836,179 

572,776 

127,988 

2S 

■ 

444 

m 

Fischbach  (Sept) 

465,141 

1,271,363 

165,714 

25 

306 

■ 

m 

Flagship  Banks  (Dec) 

3,094,966 

346,213 

187,427 

24 

204 

■ 

a 

m 

l6Fleet  Financial  Group  (Dec) 

4,535,572 

546,823 

211,761 

39 

■ 

169 

J 

a 

Fleming  Cos  (Dec) 

597,917 

3,688,01 1 

400,491 

2S 

0 

429 

m 

Flickinger  (July) 

182,515 

1,337,491 

92,055 

1C 

263 

■ 

m 

■ 

Florida  National  Banks  of  Florida  (Dec) 

3,498,496 

342,025 

266,670 

2] 

118 

226 

140 

95 

Florida  Power  &  Light  (Dec) 

6,850,559 

2,940,833 

1,828,088 

26C- 

322 

461 

394 

337 

l7Florida  Progress  (Dec) 

2,914,856 

1,213,671 

727,719 

82 

196 

64 

182 

191 

Fluor  (Oct) 

4,700,990 

7,335,724 

1,529,210 

152 

339 

182 

277 

193 

FMC  (Dec) 

2,765,552 

3,498,792 

1,038,224 

153 

■ 

■ 

410 

■ 

Food  Town  Stores  (Dec) 

212,909 

947,073 

685,256 

21 

32 

6 

36 

■ 

Ford  Motor  (Dec) 

21,955,600 

37,067,200 

4,680,822 

—65/1 

■ 

125 

414 

376 

Foreraost-McKesson  (Mar) 

1,384,799 

4,492,782 

672,779 

73 

■ 

■ 

220 

297 

Fort  Howard  Paper  (Dec) 

644,696 

537,030 

1,269,818 

93 

■ 

369 

■ 

438 

Foster  Wheeler  (Dec) 

942,004 

1,614,856 

44,5,718 

57 

■ 

■ 

245 

402 

Freeport-McMoran  (Dec) 

1,657,558 

747,888 

1,143,253 

65 

■ 

331 

■ 

■ 

Fruehauf  (Dec) 

1,495,092 

1,852,353 

347,390 

-3C 

■ 

394 

67 

155 

Gannett  (Dec) 

1,574, 140 

1,519,514 

3,376,113 

180 

343 

■ 

■ 

■ 

GATX  (Dec) 

2,737,700 

951,424 

306,837 

27 

■ 

■ 

315 

356 

GEICO  (Dec) 

1,563,799 

816,470 

879,737 

77 

405 

■ 

■ 

■ 

Gelco  (July) 

2,372,855 

959,947 

246,930 

29 

■ 

■ 

489 

486 

General  Cinema  (Oct) 

592,809 

885,935 

566,132 

48 

362 

78 

144 

223 

General  Dynamics  (Dec) 

2,639,500 

6,154,500 

1,798,137 

132 

34 

14 

4 

6 

General  Electric  IDec) 

21,615,000 

26,500,000 

21,615,561 

1,817 

240 

53 

123 

137 

General  Foods  (Mar) 

3,860,737 

8,351,149 

2,054,437 

200 

■ 

■ 

179 

308 

General  Instrument  (Feb) 

772,215 

957,059 

1,554,837 

90 

352 

100 

QO 

yy 

115 

General  Mills  (May) 

2,701,700 

5,312,100 

2,464,556 

225 

12 

3 

5 

13 

General  Motors  (Dec) 

41,362,600 

60,025,600 

19,446,716 

962 

167 

272 

■ 

■ 

General  Public  Utilities  (Dec) 

5,180,661 

2,405,527 

413,532 

33 

192 

400 

85 

131 

General  Re  (Dec) 

4,741,300 

1,497,700 

2,871,045 

206 

■  Not  on  500  list 

,5Formerly  First  American  Bank. 

lsFormerly  Industrial  National 

17Formerh  Florida  Power. 
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-Share  data:  1982- 


Cash 

Shares 

Market 

Number  of 

No 

flow 

mi  It  lnini  nil 
UUlMiJIIUIIll; 

W  li  *'  r  l* 

Ticker 

Pri  marv 
s  ■  1 1 1 1  <i  i  y 

Cnrnnrstp 
\_UI  DUM IC 

i>  ill  nliiii'iK 

ciii  piu  y  ccs 

$000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

>6,222 

1C  17(- 

2b,  1/3 

IN  AolJAVJ 

i  nc 

I  .Uj 

none 

1  A 
I*+ 

oeveny  rims,  ^ai 

n  a 
U.4 

Fred  Can 

(59,065 

15,268 

NASDAQ 

FFBK 

1.67 

0.36 

11% 

Tampa,  Fla 

2.5 

A  Bronson  Thayer 

3 

|J0,906 

3,335 

NASDAQ 

FHWN 

5.73 

2.40 

28!/2 

Honolulu,  Haw 

2.1 

John  D  Bellinger 

z 

17,985 

40,804 

NYSE 

I 

5.35 

2.12 

31% 

Los  Angeles,  Cal 

31.9 

Joseph  J  Pinola 

10,988 

5,949 

NASDAQ 

FKYN 

4.30 

1.61 

27 

Louisville,  Ky 

2.7 

A  Stevens  Miles 

j 

58,007 

C  1  A  1 

3,24/ 

IN  AblJAtJ 

MVILJd 

a  cn 
4.3U 

1  AC\ 

1  OlA 

lyl/2 

Baltimore,  Md 

6.6 

J  Owen  Cole 

4-33,204 

4,500 

NASDAQ 

FNAC 

5.40 

2.40 

36% 

Cincinnati,  Ohio 

1.6 

William  N  Liggett 

3 

50,272 

5,785 

NYSE 

FNS 

6.59 

2.25 

31% 

Newark,  NJ 

3.8 

Robert  R  Ferguson  |r 

15,032 

2,905 

NASDAQ 

FOOD 

1.58 

0.02 

UVi 

Maple  Heights,  Ohio 

13.3 

Richard  J  Bogomolny 

26,140 

4,452 

NASDAQ 

FNMB 

3.74 

1.04 

20% 

Albuquerque,  NM 

1.8 

George  S  Jenks 

28,554 

4,304 

IN  AolJAQ 

rADI/ 

rA±SK 

4. 16 

i  in 
1 .61 

1  Q5A 
I  O  /8 

Kalamazoo,  Mich 

A  O 

4.2 

James  H  Duncan 

ll 

52,074 

9,719 

NASDAQ 

FOKL 

1.87 

0.60 

17'/8 

Oklahoma  City,  Okla 

1.5 

Charles  A  Vose  Jr 

12,724 

16,116 

NYSE 

FPA 

-1.66 

none 

5 

Philadelphia,  Pa 

3.7 

George  A  Butler 

01,170 

12,050 

NASDAQ 

FSCO 

4.42 

1.10 

21 

Salt  Lake  City,  Utah 

4.5 

Spencer  F  Eccles 

1 

42,935 

9,049 

NASDAQ 

FTEN 

2.90 

1.08 

17'/4 

Memphis,  Tenn 

3.2 

Ronald  A  Terry 

$68,149 

1U,U/Z 

IN  AoLJAV^ 

CT  TNTf"" 

rUIN 

11C 

ZD  /8 

v^nariotte,  inl* 

A  Q 

4.o 

t  t  iiinirti  <,  ameron 

i 

39,853 

5,463 

NASDAQ 

FBFW 

2.94 

1.28 

44 

Fort  Worth,  Tex 

1.7 

Paul  W  Mason 

I 

37,218 

12,411 

NYSE 

FVB 

2.00 

0.62 

11% 

Falls  Church,  Va 

3.1 

Thomas  K  Malone  Jr 

53,539 

4,231 

NYSE 

FWB 

6.87 

2.08 

30% 

Milwaukee,  Wise 

4.3 

Hal  C  Kuehl 

: 

38,060 

3,408 

NYSE 

FIS 

7.59 

2.10 

48% 

New  York,  NY 

13.0 

Alfred  R  Manville 

36,482 

O  1  A  O 

IN  AolJAtj 

tl  AT 

rLAU 

1  7Q 
L./O 

i  in 
1 .  1U 

Zo 

Miami,  Fla 

1  Q 

6.0 

rnuip  r  dearie 

I 

70,162 

6,138 

NYSE 

FLT 

6.28 

2.00 

34'/2 

Providence,  RI 

3.7 

J  Terrence  Murray 

49,161 

17,604 

NYSE 

FLM 

1.98 

0.64 

22% 

Oklahoma  City,  Okla 

10.2 

Richard  D  Harrison 

17,428 

3,230 

NASDAQ 

FLIC 

3.15 

0.84 

28  Vi 

West  Seneca,  NY 

6.7 

Jerry  D  Metcalf 

i 

40,597 

8,889 

NASDAQ 

FNBF 

2.28 

0.84 

30 

Jacksonville,  Fla 

3.8 

George  C  Whitner 

K 

52,663 

IN  I  o£ 

rrL 

A  77 

lie 

O0/4 

Miami,  Fla 

1  1  1 
I  L.O 

John  J  Hudiburg 

I 

t41,381 

38,301 

NYSE 

FDP 

2.20 

1.83 

19 

St  Petersburg,  Fla 

4.7 

Andrew  H  Hines  Jr 

77,121 

78,421 

NYSE 

FLR 

1.94 

0.80 

19'/2 

Irvine,  Cal 

43.6 

J  Robert  Fluor 

:: 

20,124 

32,193 

NYSE 

FMC 

4.56 

1.65 

32'A 

Chicago,  111 

36.4 

Robert  H  Malott 

1 

34,442 

26,105 

NASDAQ 

FDTN 

0.84 

0.08 

26'/t 

Salisbury,  NC 

7.6 

Ralph  W  Ketner 

t- 

.96,500 

IN  I  jt 

c 
r 

— 3  .40 

none 

60  /8 

Dearborn,  Mich 

17Q  1 

6  ly.l 

rnuip  i^aiuweii 

.16,782 

16,715 

NYSE 

FOR 

4.59 

2.32 

40% 

San  Francisco,  Cal 

16.7 

Thomas  E  Drohan 

1 

36,981 

26,733 

NYSE 

FHP 

3.43 

1.08 

47'/2 

Green  Bay,  Wise 

4.2 

Paul  J  Schierl 

62,028 

3.4,286 

NYSE 

FWC 

1.67 

0.44 

13 

Livingston,  NJ 

15.9 

Louis  E  Azzato 

543,484 

69,817 

NYSE 

FTX 

0.95 

0.60 

16% 

New  York,  NY 

5.1 

Paul  W  Douglas 

43,483 

1  1  107 

iz,zy  / 

IN  lot 

MR 

1  A  7 

— LAI 

i  i  c 

1.13 

T  Q  1/. 
ZOV4 

- 

Detroit,  Mich 

Robert  D  Rowan 

ll 

170,370 

53,272 

NYSE 

GCI 

3.39 

1.72 

63% 

Rochester,  NY 

25.5 

Allen  H  Neuharth 

175,800 

11,916 

NYSE 

GMT 

2.22 

2.40 

25% 

Chicago,  111 

8.7 

James  J  Glasser 

76,165 

20,459 

NYSE 

GEC 

3.67 

0.56 

43 

Washington,  DC 

4.0 

John  J  Byrne 

160,907 

11,829 

NYSE 

GEL 

2.51 

1.12 

20% 

Eden  Prairie,  Minn 

8.4 

N  Bud  Grossman 

88,235 

19,438 

NYSE 

GCN 

2.38 

0.49 

29% 

Chestnut  Hill,  Mass 

12.5 

Richard  A  Smith 

i 

385,100 

54,489 

NYSE 

GD 

2.41 

0.72 

33 

St  Louis,  Mo 

79.8 

David  S  Lewis 

i:?34,000 

227,832 

NYSE 

GE 

8.00 

3.30 

94% 

Fairfield,  Conn 

367.0 

John  F  Welch  Jr 

(£37,173 

51,847 

NYSE 

GF 

4.05 

2.25 

39% 

White  Plains,  NY 

58.5 

James  L  Ferguson 

1145,959 

31,253 

NYSE 

GRL 

3.01 

0.44 

49% 

New  York,  NY 

26.6 

Frank  G  Hickey 

1867,300 

50,555 

NYSE 

GIS 

4.46 

1.74 

48% 

Minneapolis,  Minn 

73.6 

H  Brewster  Atwater  Jr 

{589,000 

311,771 

NYSE 

GM 

3.09 

2.40 

62% 

Detroit,  Mich 

657.0 

Roger  B  Smith 

1310,883 

61,264 

NYSE 

GPU 

0.55 

none 

6% 

Parsippany,  NJ 

12.2 

William  G  Kuhns 

322,000 

45,036 

NYSE 

GRN 

4.66 

1.08 

63% 

Greenwich,  Conn 

2.4 

Harold  J  Hudson  Jr 

Jl  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 


.S,  MAY  9,  1983 
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The  Dimensions  of  American  Business 


i 


 Where  they  rank:  1982 — 

1 

Market  value 

\\    1  r  k  1 '  t 

Net 

Assets 

Sales 

of  common 

Net 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

IS 

■ 

ODD 

1 1  ^ 

264 

General  Signal  (Dec) 

1,221,580 

1,622,136 

1,259,193 

107 

■ 

309 

401 

■ 

General  Tire  &  Rubber  (Nov) 

1,741,548 

2,061,659 

705,979 

is) 

■ 

324 

160 

283 

Genuine  Parts  (Dec) 

783,580 

1,936,524 

1,635,788 

10(| 

169 

98 

92 

468 

Georgia-Pacific  (Dec) 

5,150,000 

5,402,000 

2,660,070 

53 

68 

30 

49 

25 

'Getty  Oil  (Dec) 

11,404,245 

12,761,646 

3,837,902 

688 

■ 

OOZ 

■ 

Giant  Food  (Feb) 

451,171 

1,852,134 

246,746 

3)1 

188 

■ 

■ 

■ 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

4,846,693 

546,422 

138,023 

-26 

249 

■ 

■ 

■ 

Gibraltar  Savings  Association  (Sept) 

3,748,169 

410,564 

85,176 

-23 

■ 

292 

205 

219 

Gillette  (Dec) 

1,667,230 

2,238,979 

1,369,530 

133 

■ 

■ 

■ 

325 

Global  Marine  (Dec) 

1,344,811 

455,708 

290,848 

84 

108 

■ 

■ 

Golden  West  Financial  (Dec) 

7,268,692 

799,289 

321,641 

-13 

406 

214 

487 

■ 

B  F  Goodrich  (Dec) 

2,371,049 

3,005,328 

567,071 

si 

166 

51 

95 

103 

Goodyear  Tire  &  Rubber  (Dec) 

5,193,547 

8,688,672 

2,594,970 

247 

■ 

361 

161 

296 

Gould  (Dec) 

1,594,200 

1,651,400 

1,632,750 

93, 

184 

79 

137 

70 

W  R  Grace  (Dec) 

4,915,665 

6,127,553 

1,848,063 

3l4 

■ 

joy 

475 

W  W  Grainger  (Dec) 

520,371 

803,228 

767,511 

5<j 

■ 

120 

m 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

1,093,411 

4,607,817 

308,591 

21 

■ 

411 

475 

351 

Great  Northern  Nekoosa  (Dec) 

1,481,832 

1,429,654 

584,655 

7g 

59 

424 

374 

■ 

Great  Western  Financial  (Dec) 

12,674,994 

1,387,146 

760,395 

-74 

223 

110 

379 

271 

"Greyhound  (Dec) 

4,056,623 

4,993,891 

750,806 

lOfl 

■ 

316 

485 

■ 

Grumman  (Dec) 

999,234 

2,003,244 

568,192 

25 

31 

31 

21 

17 

"GTE  (Dec) 

22,293,550 

12,066,410 

7,490,543 

839 

69 

73 

218 

167 

'Gulf  &  Western  Industries  (July) 

10,901,989 

6,423,300 

1,286,601 

169 

38 

11 

32 

14 

Gulf  Oil  (Dec) 

20,436,000 

28,427,000 

5,149,785 

900 

246 

433 

289 

169 

Gulf  States  Utilities  (Dec) 

3,806,111 

1,307,259 

990,419 

169 

286 

AAA 

291 

Gulf  United  (Dec) 

3,248,439 

1,197,561 

774,937 

94 

149 

66 

43 

37 

Halliburton  (Dec) 

5,581,504 

7,281,793 

4,177,080 

49^ 

■ 

422 

■ 

■ 

Hammermill  Paper  (Dec) 

993,691 

1,395,950 

266,000 

30 

112 

■ 

■ 

■ 

Harris  Bankcorp  (Dec) 

7,136,793 

917,931 

216,641 

3: 

■ 

351 

241 

366 

Harris  Corp  (June) 

1,417,866 

1,719,028 

1,164,649 

75 

218 

■ 

Hartford  National  (Dec) 

4,127,897 

389,600 

151,900 

24 

■ 

■ 

■ 

500 

G  Heileman  Brewing  (Dec) 

502,046 

870,841 

522,901 

45 

441 

168 

133 

144 

H  J  Heinz  lApr) 

2,129,570 

3,688,500 

1,912,887 

19^ 

121 

■ 

■ 

■ 

Walter  E  Heller  International  (Dec) 

6,647,218 

886,125 

275,494 

16 

■ 

■ 

■ 

365 

Helmerich  &  Payne  ISept) 

616,184 

338,157 

490,484 

75 

469 

ZDZ 

ZZ  / 

316 

Hercules  (Dec) 

2,001,354 

2,468,971 

1,232,462 

86 

■ 

384 

313 

293 

Hershey  Foods  (Dec) 

888,071 

1,565,736 

883,340 

94 

265 

136 

15 

54 

Hewlett-Packard  (Oct) 

3,470,000 

4,254,000 

9,160,989 

383 

■ 

■ 

237 

331 

Hilton  Hotels  (Dec) 

938,321 

599,519 

1,193,841 

83 

■ 

415 

207 

364 

Holiday  Inns  (Dec) 

1,708,007 

1,425,298 

1,361,791 

75 

■ 

■ 

291 

■ 

Homestake  Mining  (Dec) 

382,397 

172,151 

972,126 

n 

208 

97 

132 

93 

Honeywell  (Dec) 

4,470,900 

5,490,400 

1,940,403 

271 

■ 

414 

■ 

■ 

George  A  Hormel  (Oct) 

488.859 

1,426,596 

270,197 

28 

258 

218 

62 

163 

Hospital  Corp  of  America  (Dec) 

3,601,143 

2,976,912 

3,423,863 

171 

480 

■ 

■ 

■ 

Hospital  Trust  (Dec) 

1,929,892 

240,149 

60,477 

6 

90 

57 

Z  OD 

237 

Household  International  (Dec) 

8,235,100 

7,767,500 

1,101,562 

125 

148 

160 

170 

235 

Houston  Industries  (Dec) 

5,672,036 

3,838,346 

1,603,580 

126 

364 

204 

194 

96 

Houston  Natural  Gas  (|uly) 

2,634,507 

3,180,718 

1,457,814 

262 

409 

373 

230 

199 

Hughes  Tool  (Dec! 

2,360,946 

1,595,945 

1,221,366 

147 

■  Ni  it  on  500  list 

'Figures  include  unconsolidated  subsidiaries. 

18Office  jointly  held  with  Marion  O.  Sandler. 

19Formerly  General  Telephone  &  Electronics. 
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 Share  data:  1982  

Lash 

Shares 

iVlarKet 

Number  oi 

,flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

■|  $000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

l<  .3, 168 

28,060 

NYSE 

f  c  v 

o.Oj 

1.60 

44% 

Stamford,  Conn 

24.8 

Nathan  R  Owen 

j.  .9,689 

24,514 

NYSE 

GY 

0.80 

1.46 

287/s 

Akron,  Ohio 

34.0 

Michael  G  O'Neil 

■  5,114 

36,150 

NYSE 

GPC 

2.77 

1.26 

45  'A 

Atlanta,  Ga 

12.2 

Wilton  Looney 

It  .3,000 

101,336 

NYSE 

GP 

0.48 

1.05 

26'/4 

Atlanta,  Ga 

44.0 

T  Marshall  Hahn  Jr 

110,316 

79,132 

NYSE 

GET 

8.57 

2.55 

48  Vi 

Los  Angeles,  Cal 

19.4 

Sidney  R  Petersen 

[I  >0,748 

14,622 

ASE 

PPQ  A 

Z.JJ 

0.43 

16% 

Washington,  DC 

14.8 

Israel  Cohen 

fe)4,486 

13,977 

NYSE 

GFC 

-1.91 

none 

9% 

Beverly  Hills,  Cal 

1.3 

Herbert  J  Young 

£12,558 

7,098 

NASDAQ 

GSTX 

-3.20 

none 

12 

Houston,  Tex 

0.6 

E  Michael  Lallinger 

§19,989 

30,434 

NYSE 

GS 

4.45 

2.20 

45 

Boston,  Mass 

31.3 

Colman  M  Mockler  Jr 

{■33,5  64 

31,443 

NYSE 

GLM 

2.71 

0.22 

9% 

Houston,  Tex 

2.7 

C  Russell  Luigs 

j  15,518 

20,585 

NYSE 

pnw 

\_jU  vv 

—0  97 

0.02 

15%, 

Oakland,  Cal 

1.7 

'"Herbert  M  Sandler 

i  18,300 

17,652 

NYSE 

GR 

-2.43 

1.56 

32% 

Akron,  Ohio 

31.9 

John  D  Ong 

116,500 

74,142 

NYSE 

GT 

3.35 

1.40 

35 

Akron,  Ohio 

131.1 

Robert  E  Mercer 

052,900 

43,540 

NYSE 

GLD 

2.15 

1.72 

37V4 

Rolling  Meadows,  111 

25.0 

William  T  Ylvisaker 

832,587 

48,158 

NYSE 

GRA 

6.62 

2.70 

38% 

New  York,  NY 

85.6 

J  Peter  Grace 

878,072 

14,346 

NYSE 

GWW 

J.JU 

1.14 

53Vi 

Skokie,  111 

5.7 

David  W  Grainger 

ifS5,475 

37,405 

NYSE 

GAP 

0.57 

none 

SUA 

Montvale,  Nf 

42.5 

hunt's  Wood 

379,537 

16,297 

NYSE 

GNN 

4.82 

2.00 

35% 

Stamford,  Conn 

12.2 

Robert  Hellendale 

>}35,103 

27,777 

NYSE 

GWF 

-2.68 

0.52 

27% 

Beverly  Hills,  Cal 

3.2 

James  F  Montgomery 

)f45,868 

43,525 

NYSE 

G 

2.41 

1.20 

17% 

Phoenix,  Ariz 

47.2 

John  W  Teets 

!|  69,203 

11,776 

NYSE 

1  70 
L.  f  y 

1.45 

48  'A 

Bethpage,  NY 

28.0 

John  C  Bierwirth 

£42,823 

180,495 

NYSE 

GTE 

4.70 

2.86 

41l/2 

Stamford,  Conn 

200.0 

Theodore  F  Brophy 

468,859 

76,812 

NYSE 

GW 

2.17 

0.75 

16% 

New  York,  NY 

114.5 

Martin  S  Davis 

,  79,000 

173,102 

NYSE 

GO 

4.98 

2.80 

29% 

Pittsburgh,  Pa 

55.0 

James  E  Lee 

^46,039 

74,050 

NYSE 

GSU 

1.95 

1.56 

13% 

Beaumont,  Tex 

4.7 

Paul  W  Murrill 

|47,189 

28,052 

NYSE 

PHP 

3  11 

1.32 

27% 

Jacksonville,  Fla 

3.8 

E  Grant  Fitts 

172,729 

118,080 

NYSE 

HAL 

4.21 

1.60 

35% 

Dallas,  Tex 

96.5 

John  P  Harbin 

i  00,584 

8,512 

NYSE 

HML 

3.07 

1.84 

31'/4 

Erie,  Pa 

12.3 

Albert  F  Duval 

t  60,087 

6,615 

NYSE 

HBC 

5.42 

2.20 

32% 

Chicago,  111 

3.8 

Charles  M  Bliss 

t 82,608 

31,477 

NYSE 

HRS 

2.42 

0.88 

.  37 

Melbourne,  Fla 

26.1 

Joseph  A  Boyd 

138,153 

5,600 

NASDAQ 

HM  AT 

4  46 

1.85 

27% 

Hartford,  Conn 

3.7 

Robert  L  Newell 

i  80,283 

13,238 

NYSE 

GHB 

3.45 

0.80 

39Vi 

La  Crosse,  Wise 

5.7 

Russell  G  Cleary 

U53,208 

47,378 

NYSE 

HNZ 

4.10 

1.48 

40% 

Pittsburgh,  Pa 

42.0 

Anthony  J  F  O'Reilly 

!  37,931 

11,978 

NYSE 

HLR 

1.34 

1.30 

23 

Chicago,  111 

4.9 

Franklin  A  Cole 

(.26,478 

25,153 

NYSE 

HP 

2.98 

0.29 

19'/2 

Tulsa,  Okla 

1.5 

Walter  H  Helmerich  III 

1.82,727 

44,614 

NYSE 

WPP 

1  07 

1  .y  f 

1.32 

27% 

Wilmington,  Del 

22.2 

Alexander  F  Giacco 

•38,613 

15,669 

NYSE 

HSY 

6.01 

2.00 

56% 

Hershey,  Pa 

13.0 

William  E  C  Dearden 

;i40,000 

125,493 

NYSE 

HWP 

3.05 

0.24 

73 

Palo  Alto,  Cal 

66.0 

John  A  Young 

i. 30,862 

26,678 

NYSE 

HLT 

3.12 

1.80 

44% 

Beverly  Hills,  Cal 

32.5 

Barron  Hilton 

138,701 

37,182 

NYSE 

HIA 

1.94 

0.79 

36% 

Memphis,  Tenn 

42.7 

Michael  D  Rose 

33,966 

35,110 

NYSE 

HM 

0.51 

0.20 

27% 

San  Francisco,  Cal 

2.6 

Harry  M  Conger 

>79,200 

22,728 

NYSE 

HON 

12.09 

3.50 

85% 

Minneapolis,  Minn 

95.5 

Edson  W  Spencer 

62,909 

9,607 

ASE 

HRL 

2.92 

0.96 

28% 

Austin,  Minn 

7.4 

Richard  L  Knowlton 

$88,184 

82,253 

NYSE 

HCA 

2.25 

0.32 

41% 

Nashville,  Tenn 

80.0 

Thomas  F  Frist  Jr 

22,849 

2,122 

NASDAQ 

HTCO 

3.18 

2.32 

28'/2 

Providence,  RI 

1.9 

Henry  S  Woodbridge  Jr 

♦42,500 

47,894 

NYSE 

HI 

2.06 

1.65 

23 

Prospect  Heights,  111 

86.0 

Donald  C  Clark 

504,562 

80,179 

NYSE 

HOU 

1.62 

2.16 

20 

Houston,  Tex 

10.1 

Don  D  Jordan 

438,683 

40,778 

NYSE 

HNG 

6.46 

1.65 

35% 

Houston,  Tex 

11.8 

M  D  Matthews 

297,529 

55,203 

NYSE 

HT 

2.65 

0.80 

22% 

Houston,  Tex 

17.5 

James  R  Lesch 

Jl  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983. 

J 
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The  Dimensions  of  American  Business 


I 

rket  value 
common      Net  I 


Where  they  rank:  1982 — 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  | 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($1 

500 

396 

88 

232 

Humana  (Aug) 

1,745,170 

1,516,311 

2,685,601 

127 

165 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

5,244,858 

438,454 

139,075 

M 

104 

372 

417 

340 

E  F  Hutton  Group  (Dec) 

7,364,740 

1,596,487 

666,090 

811 

229 

159 

■ 

490 

IC  Industries  (Dec) 

3,952,400 

3,861,700 

474,250 

47 

■ 

■ 

■ 

345 

Idaho  Power  (Dec) 

1,438,372 

367,794 

454,020 

8C 

307 

498 

253 

184 

Illinois  Power  (Dec) 

3,092,522 

1,106,775 

1,112,878 

156 

163 

■ 

■ 

■ 

Imperial  Corp  of  America  (Dec) 

5,271,257 

549,170 

184,548 

-61 

351 

■ 

■ 

■ 

Indiana  National  (Dec) 

2,702,229 

305,440 

87,544 

IS 

■ 

■ 

■ 

430 

Indianapolis  Power  &  Light  (Dec) 

1,185,167 

397,594 

412,594 

58 

490 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

1,841,597 

227,279 

60,584 

1G 

399 

240 

361 

466 

Ingersoll-Rand  (Dec) 

2,402,718 

2,774,725 

783,009 

53 

366 

238 

471 

■ 

Inland  Steel  IDec) 

2,628,750 

2,807,602 

588,874 

-133 

■ 

■ 

149 

■ 

Intel  IDec) 

1,056,452 

899,812 

1,757,778 

30 

■ 

255 

314 

323 

Interco  (Feb) 

1,554,975 

2,566,606 

879,986 

89 

36 

269 

224 

129 

InterFirst  (Dec) 

21,030,401 

2,416,217 

1,260,636 

206 

20 

7 

1 

2 

International  Business  Machines  (Dec) 

32,541,000 

34,364,000 

57,981,578 

4,409 

■ 

■ 

286 

413 

International  Flavors  &  Fragrances  (Dec) 

431,589 

447,889 

1,009,970 

63 

252 

134 

■ 

■ 

International  Harvester  (Oct) 

3,698,784 

4,292,304 

137,241 

-1,660 

477 

386 

324 

212 

International  Minerals  &  Chemical  (June) 

1,941,900 

1,560,400 

852,084 

137 

■ 

481 

■ 

■ 

international  Multifoods  (Feb) 

480,585 

1,147,659 

247,569 

33 

150 

150 

103 

173 

International  Paper  (Dec) 

5,566,200 

4,015,200 

2,387,887 

160 

22 

16 

44 

26 

'International  Tel  &  Tel  (Dec) 

29,171,858 

21,921,779 

4,161,625 

683 

228 

142 

239 

220 

InterNorth  (Dec) 

3,954,058 

4,158,986 

1,182,671 

139 

278 

■ 

■ 

■ 

20IntraWest  Financial  (Dec) 

3,314,069 

400,169 

159,180 

-111 

■ 

■ 

■ 

451 

Iowa-Illinois  Gas  &  Electric  (Dec) 

1,033,781 

474,633 

256,432 

54 

41 

286 

■ 

341 

Irving  Bank  (Dec) 

19,514,285 

2,276,830 

358,240 

81 

■ 

308 

■ 

■ 

IU  International  (Dec) 

1,281,838 

2,070,093 

342,909 

33 

302 

■ 

450 

322 

Jefferson-Pilot  (Dec) 

3,130,460 

923,218 

632,687 

8fi 

■ 

91 

477 

312 

Jewel  Cos  (Jan) 

1,474,805 

5,571,721 

581,350 

88 

375 

326 

461 

■ 

Jim  Walter  (Aug) 

2,562,799 

1,925,161 

609,866 

a 

214 

87 

14 

34 

Johnson  &  Johnson  (Dec) 

4,209,600 

5,760,900 

9,385,427 

523 

■ 

450 

■ 

455 

Johnson  Controls  (Sept) 

861,204 

1,251,522 

466,632 

53 

■ 

■ 

■ 

330 

Joy  Manufacturing  ISept) 

847,914 

1,080,845 

463,570 

83 

106 

22 

87 

97 

K  mart  (Jan) 

7,343,665 

16,772,166 

2,738,868 

261 

256 

230 

428 

■ 

Kaiser  Aluminum  &  Chemical  IDec) 

3,644,400 

2,911,500 

651,069 

-115 

■ 

■ 

■ 

409 

Kaneb  Services  (Dec) 

877,505 

595,617 

356,820 

641 

496 

■ 

■ 

342 

Kansas  City  Power  &  Light  (Dec) 

1,792,227 

485,629 

450,827 

80 

■ 

■ 

■ 

326 

Kansas  Gas  &  Electric  (Dec) 

1,515,517 

350,937 

485,339 

841 

■ 

■ 

■ 

411 

Kansas  Power  &  Light  (Dec) 

1,227,153 

481,519 

382,840 

641 

■ 

277 

125 

113 

Kellogg  IDec) 

1,297,354 

2,367,115 

2,035,428 

227 

131 

319 

■ 

369 

Kemper  (Dec) 

6,174,213 

1,985,097 

542,354 

741 

9 

■ 

■ 

452 

Kentucky  Utilities  (Dec) 

1,248,138 

476,783 

354,047 

541 

247 

163 

185 

126 

Kerr-McGee  (Dec) 

3,762,618 

3,777,190 

1,517,195 

209 

337 

■ 

■ 

■ 

Key  Banks  (Dec) 

2,794,718 

293,460 

116,849 

25 

■ 

■ 

397 

■ 

Key  Pharmaceuticals  (Dec) 

61,989 

82,314 

723,156 

12 

484 

248 

■ 

329 

Kidde  (Dec) 

1,908,688 

2,655,335 

469,342 

84 

357 

224 

158 

138 

Kimberly-Clark  (Dec) 

2,663,600 

2,946,100 

1,660,710 

197 

■ 

430 

167 

281 

Knight-Ridder  Newspapers  (Dec) 

1,051,286 

1,327,657 

1,614,542 

102 

■ 

380 

■ 

■ 

Koppers  (Dec) 

1,192,924 

1,585,206 

446,576 

-38 

■  Not  on  500  list. 

'Figures  include  unconsolidated  subsidiaries. 

20Formerly  First  National  Bancorp. 
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A  Summary  of  the  500s9  Rankings 


 Share  data:  1982  

Cash         Shares  Market  Number  of 


t  flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

j  $000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

— 

! '6,669 

79,571 

NYSE 

HUM 

1.61 

0.45 

337/s 

Louisville,  Ky 

39.8 

David  A  Jones 

'  1  CL  770 

HR  AN 

5  27 

1  38 

25 

Columbus,  Ohio 

^  ft 

Frank  Wobst 

I 

j '3,5 11 

22,203 

NYSE 

EFH 

3.46 

0.64 

30 

New  York,  NY 

12.6 

Robert  Fomon 

1  59,900 

13,550 

NYSE 

ICX 

2.03 

2.24 

35 

Chicago,  111 

47.6 

William  B  Johnson 

;  54,934 

15,792 

NYSE 

IDA 

4.71 

2.76 

28% 

Boise,  Ida 

1.6 

James  E  Bruce 

I 

36,083 

46,858 

NYSE 

IPC 

3.04 

2.48 

23% 

Decatur,  111 

4.0 

Wendell  J  Kelley 

55,125 

1  A  1  OA 

NYCF 

IN  I  >L 

ICA 

a  in 
t.ou 

13 

Odll  !  'Il^l1,  V  .11 

1  .D 

iviaiincw  |  one  vim 

54,768 

5,075 

NASDAQ 

IN  AT 

3.75 

1.20 

17% 

Indianapolis,  Ind 

2.2 

Thomas  M  Miller 

?9,224 

15,869 

NYSE 

IPL 

3.41 

2.55 

26 

Indianapolis,  Ind 

2.2 

Zane  G  Todd 

23,427 

2,851 

NASDAQ 

IBKT 

2.70 

2.20 

21% 

Jenkintown,  Pa 

1.8 

Joseph  A  Gallagher 

1  29,394 

19,823 

NYSE 

IR 

2.35 

3.32 

39Vi 

Woodcliff  Lake,  NJ 

41.1 

Thomas  A  Holmes 

■ 

65,801 

IN  I    '  L 

IAD 

—6  27 

1.13 

26 

I'll  i  <~  A  (Tr*  111 
V  -IllL.t^U  111 

Ol.U 

Frank  W  Luerssen 

35,570 

45,362 

NASDAQ 

INTC 

0.65 

none 

38% 

Santa  Clara,  Cal 

18.1 

Gordon  E  Moore 

i  36,896 

14,426 

NYSE 

ISS 

5.24 

2.88 

61 

St  Louis,  Mo 

52.8 

John  K  Riedy 

|i  22,000 

54,514 

NYSE 

IFC 

3.80 

1.18 

23  '/s 

Dallas,  Tex 

8.5 

Elvis  L  Mason 

98,000 

602,406 

NYSE 

IBM 

7.39 

3.44 

96% 

Armonk,  NY 

359.9 

John  R  Opel 

1 

78,061 

■If.  Cfifl 
JO,  JOU 

NYSE 

IFF 

1.73 

1.01 

27% 

New  York  NY 

3.6 

Hpnrv  ( .  Waltpr  Ir 

lie  111  >    V  J    U  dllCL  fl 

« 

07,005 

32,292 

NYSE 

HR 

-52.07 

none 

4% 

Chicago,  III 

54.5 

Donald  D  Lennox 

li 

79,000 

26,524 

NYSE 

IGL 

5.13 

2.60 

32  Ve 

Northbrook,  111 

9.5 

Richard  A  Lenon 

44,925 

8,117 

NYSE 

IMC 

4.07 

1.54 

30  Vi 

Minneapolis,  Minn 

7.8 

William  G  Phillips 

II 

51,200 

49,362 

NYSE 

IP 

2.72 

2.40 

48% 

New  York,  NY 

34.9 

Edwin  A  Gee 

8 

31,916 

133  172 

NYSE 

ITT 

4.63 

2.68 

31  Vn 

New  Ynrk  NY 

303.5 

X)  a  n  H  \7  A  faclrno 
rv<3 1 1  u   v  /UaSKUg 

: 

59,215 

44,212 

NYSE 

INI 

3.01 

2.12 

26% 

Omaha,  Neb 

10.8 

Sam  F  Segnar 

63,547 

5,685 

NASDAQ 

INTW 

-2.11 

1.40 

28 

Denver,  Colo 

2.8 

Theodore  D  Brown 

01,720 

11,656 

NYSE 

IWG 

3.95 

2.36 

22 

Davenport,  Iowa 

1.6 

Dean  R  Stichnoth 

29,429 

8,711 

NYSE 

V 

9.13 

3.36 

41  Vi 

New  York,  NY 

9.7 

Gordon  T  Wallis 

11,319 

^u,y+ 1 

NYSE 

IU 

1.44 

1.13 

16% 

\AJ  1 1  rt-\  i  n  (jtf^tt~\  Tlpl 
VV                1 HJI1,  L/L  1 

35.0 

juim  \ji!idy  \_iinsiy 

35,545 

21,447 

NYSE 

IP 

4.02 

1.64 

29  Vi 

Greensboro,  NC 

6.0 

W  Roger  Soles 

61,824 

11,627 

NYSE 

JWL 

6.82 

2.42 

50 

Chicago,  111 

37.2 

Weston  R  Christopherson 

6,405 

16,595 

NYSE 

IWC 

0.29 

1.00 

36% 

Tampa,  Fla 

20.9 

James  W  Walter 

'68,100 

189,127 

NYSE 

INI 

2.79 

0.97 

49% 

New  Brunswick,  N] 

78.4 

James  E  Burke 

.07,319 

13,191 

NYSE 

I  CI 

3.83 

1.43 

35% 

tylilwaukee  ^Visc 

20.3 

Fred  L  Brengel 

124,527 

19,622 

NYSE 

IOY 

4.27 

1.40 

23% 

Pittsburgh,  Pa 

11.9 

Alexander  W  Calder 

576,700 

124,494 

NYSE 

KM 

2.06 

0.99 

22 

Troy,  Mich 

245.0 

Bernard  M  Fauber 

14,000 

43,112 

NYSE 

KLU 

-2.68 

0.80 

15l/8 

Oakland,  Cal 

20.7 

Cornell  C  Maier 

144,697 

23,788 

NYSE 

KAB 

2.62 

1.00 

15 

Houston,  Tex 

5.4 

Michael  G  Shoup 

86,416 

16,246 

NYSE 

KLT 

4.18 

3.01 

27% 

Kansas  City,  Mo 

2.7 

Arthur  J  Doyle 

54,934 

26,413 

NYSE 

KGE 

3.00 

2.15 

18% 

Wichita,  Kan 

1.8 

Wilson  K  C  adman 

107,292 

15,869 

NYSE 

KAN 

3.60 

2.35 

24'/s 

Topeka,  Kan 

2.3 

William  E  Wall 

510,797 

76,448 

NYSE 

K 

2.98 

1.53 

26% 

Battle  Creek,  Mich 

19.3 

William  E  Lamothe 

111,330 

14,367 

NASDAQ 

KEMC 

5.30 

1.80 

37% 

Long  Grove,  111 

14.1 

Joseph  E  Luecke 

115,609 

16,278 

NYSE 

KU 

2.78 

2.20 

21% 

Lexington,  Ky 

1.9 

William  B  Bechanan 

583,479 

52,772 

NYSE 

KMC 

3.98 

1.10 

28% 

Oklahoma  City,  Okla 

10.5 

Dean  A  McGee 

37,430 

7,419 

NASDAQ 

KEYB 

3.50 

1.32 

15% 

Albany,  NY 

3.0 

Victor  J  Riley  Jr 

14,976 

23,141 

ASE 

KPH 

0.51 

0.08 

31% 

Miami,  Fla 

0.8 

Michael  Jaharis  Jr 

140,788 

19,972 

NYSE 

KDE 

4.02 

1.10 

23  Vi 

Clifton,  NJ 

45.0 

Fred  R  Sullivan 

293,700 

22,480 

NYSE 

KMB 

8.83 

3.90 

73% 

Neenah,  Wise 

32.1' 

Darwin  E  Smith 

161,885 

32,617 

NYSE 

KRN 

3.14 

0.92 

49'/2 

Miami,  Fla 

19.7 

Alvah  H  Chapman  Jr 

106,199 

27,911 

NYSE 

KOP 

-1.67 

1.40 

16 

Pittsburgh,  Pa 

17.3 

Charles  R  Pullin 

Jl  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 

IS,  MAY  9,  1983 


287 


The  Dimensions  of  American  Business 


 Where  they  rank:  1982 — 

Market 

Net 

Assets 

Sales 

of  common 

Net  1 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

76 

485 

435 

282 

Mercantile  Texas  (Dec) 

10,190,043 

1,141,998 

645,619 

10 

472 

■ 

■ 

■ 

Merchants  National  (Dec) 

1,981,321 

262,667 

43,882 

255 

211 

24 

47 

Merck  (Dec) 

3,647,652 

3,063,017 

6,257,088 

41! 

37 

108 

104 

79 

Merrill  Lynch  (Dec) 

20,697,239 

5,026,201 

2,341,320 

301 

■ 

■ 

360 

230 

Mesa  Petroleum  (Dec) 

1,667,230 

374,884 

785,041 

12! 

■ 

■ 

341 

78 

Metromedia  (Dec) 

l,039,6i8 

407,074 

827,616 

30! 

123 

■ 

■ 

■ 

Michigan  National  (Dec) 

6,504,137 

788,725 

148,023 

i 

363 

191 

375 

224 

MidCon  (Sept) 

2,639,051 

3,337,430 

759,805 

13: 

74 

231 

120 

74 

Middle  South  Utilities  (Dec) 

10,364,653 

2,901,730 

2,072,593 

31C 

211 

■ 

■ 

■ 

Midlantic  Banks  (Dec) 

A     ~>      Ci    T  t  A 

4,338,734 

464,541 

138,595 

31 

153 

71 

16 

28 

Minnesota  Mining  &  Manufacturing  (Dec) 

5,514,000 

6,601,000 

8,841,825 

631 

■ 

■ 

■ 

483 

Minnesota  Power  (Dec) 

1,016,011 

364,394 

290,106 

41 

■ 

■ 

■ 

488 

Mission  Insurance  Group  (Dec) 

893,964 

427,776 

333,032 

4; 

486 

■ 

391 

343 

Mitchell  Energy  &  Development  (Jan) 

1,874,887 

961,713 

736,755 

8C 

18 

4 

12 

9 

Mobil  (Dec) 

36,439,000 

59,946,000 

10,204,418 

1,38C 

134 

74 

79 

68 

Monsanto  (Dec) 

6,077,000 

6,325,000 

3,095,598 

325 

■ 

■ 

■ 

386 

Montana  Power  (Dec) 

1,516,629 

497,589 

445,826 

7C 

408 

■ 

■ 

■ 

Moore  Financial  Group  (Dec) 

2,361,435 

272,687 

129,171 

21 

8 

67 

90 

51 

}  P  Morgan  (Dec) 

58,597,000 

6,885,300 

2,672,933 

39< 

■ 

278 

■ 

■ 

Morrison-Knudsen  (Dec) 

893,273 

2,360,909 

237,990 

3S 

■ 

■ 

337 

215 

21Morton  Thiokol  (June) 

746,935 

786,976 

833,959 

134 

333 

162 

70 

165 

Motorola  (Dec) 

2,833,194 

3,785,847 

3,331,491 

16S 

■ 

■ 

■ 

484 

Mountain  Fuel  Supply  IDec) 

849,267 

510,340 

271,200 

48 

318 

252 

323 

179 

Murphy  Oil  (Dec) 

2,989,523 

2,602,455 

852,136 

155 

253 

83 

96 

73 

Nabisco  Brands  (Dec) 

3,691,600 

5,871,100 

2,556,808 

3l4 

■ 

■ 

243 

433 

Nalco  Chemical  (Dec) 

464,868 

643,863 

1,151,503 

Si 

■ 

492 

■ 

■ 

Nash  Finch  (Dec) 

178,500 

1,117,714 

57,392 

11 

497 

■ 

■ 

■ 

National  Bancshares  Corp  of  Texas  (Dec) 

1,785,183 

208,319 

146,947 

It 

■ 

389 

■ 

■ 

National  Can  (Dec) 

785,016 

1,541,543 

212,635 

34 

386 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

2,459,477 

282,853 

159,155 

IS 

119 

■ 

■ 

■ 

National  City  (Dec) 

6,823,425 

661,404 

243,776 

43 

■ 

399 

353 

347 

National  Distillers  &  Chemical  (Dec) 

1,708,415 

1,499,037 

795,760 

74 

■ 

471 

188 

368 

National  Medical  Enterprises  (May) 

1,203,194 

1,167,073 

1,498,743 

73 

■ 

499 

■ 

■ 

National  Semiconductor  (May) 

785,042 

1,104,095 

515,746 

-1C 

■ 

■ 

■ 

472 

National  Service  Industries  (Aug) 

427,815 

884,859 

461,888 

5C 

82 

154 

■ 

■ 

'National  Steel  (Dec) 

9,577,573 

3,903,213 

326,270 

^65 

221 

■ 

■ 

■ 

Nationwide  (Dec) 

4,087,131 

701,715 

416,502 

28 

334 

368 

326 

■ 

Natomas  (Dec) 

2,832,909 

1,617,200 

846,966 

44 

60 

417 

■ 

338 

NBD  Bancorp  (Dec) 

12,406,937 

1,406,464 

366,358 

811 

67 

■ 

■ 

363 

NCNB  (Dec) 

11,559,531 

1,072,846 

452,700 

76 

273 

179 

106 

106 

NCR  (Dec) 

3,373,046 

3,526,217 

2,299,984 

234 

390 

462 

358 

261 

New  England  Electric  System  (Dec) 

2,451,488 

1,212,649 

787,360 

108 

350 

■ 

321 

200 

New  York  State  Electric  &  Gas  (Dec) 

2,702,360 

889,223 

858,275 

143 

■ 

■ 

388 

454 

New  York  Times  (Dec) 

761,479 

933,692 

739,956 

54 

476 

■ 

189 

482 

Newmont  Mining  (Dec) 

1,946,750 

711,605 

1,493,140 

48 

193 

274 

192 

94 

Niagara  Mohawk  Power  (Dec) 

4,736,295 

2,393,771 

1,466,125 

268 

367 

301 

408 

319 

NICOR  (Dec) 

2,628,235 

2,166,085 

692,476 

86 

■ 

■ 

364 

■ 

A  C  Nielsen  (Aug) 

441,553 

643,826 

777,401 

44 

■ 

■ 

331 

478 

NIKE  (May) 

375,473 

693,582 

840,968 

49 

■  Not  on  500  list. 

'Figures  include  unconsolidated  subsidiaries. 

21Formerly  Morton-Norw  ich. 
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A  Summary  of  the  500s'  Rankings 


-Share  data:  1982- 


Shares 
outstanding 
(000) 


Where 
traded 


Ticker 
symbol 


Primary 
earnings 


Dividends 


Market 

price 
(Dec.  31) 


Corporate 
headquarters 


Number  of 
employees 
(000) 


Chief  executive 


if  >0,288 

24,595 

NYSE 

MTD 

4.15 

1.12 

26'/4 

Dallas,  Tex 

6.1 

Gene  H  Bishop 

:. 8,788 

2,167 

NASDAQ 

MCHN 

3.51 

1.00 

2014 

Indianapolis,  Ind 

1.5 

Otto  N  Frenzel  III 

;  113,439 

73,939 

NYSE 

MRK 

5.61 

2.80 

84V8 

Rahway,  NJ 

32.2 

John  J  Horan 

id  18,316 

39,022 

NYSE 

MER 

7.59 

1.32 

60 

New  York,  NY 

37.2 

Roger  E  Birk 

1]  >2,272 

66,812 

NYSE 

MSA 

1.72 

0.20 

11% 

Amarillo,  Tex 

0.9 

T  Boone  Pickens  Jr 

H  53,864 

2,796 

NYSE 

MET 

83.11 

5.00 

296 

Secaucus,  NJ 

3.8 

John  W  Kluge 

1*6,122 

11,102 

NASDAQ 

MNCO 

0.30 

1.14 

13% 

Bloomfield  Hills,  Mich 

7.6 

Stanford  C  Stoddard 

1!  77,135 

29,507 

NYSE 

MCN 

4.50 

2.10 

25% 

Chicago,  111 

4.8 

Orval  C  Davis 

31  40,989 

139,334 

NYSE 

MSU 

2.33 

1.66 

14% 

New  Orleans,  La 

13.6 

Floyd  W  Lewis 

i'54,014 

4,906 

NASDAQ 

MIDL 

7.74 

1.79 

28'/4 

Edison,  NJ 

3.7 

Robert  Van  Buren 

S!  133,000 

117,891 

NYSE 

MMM 

5.37 

3.20 

75  , 

St  Paul,  Minn 

89.4 

Lewis  W  Lehr 

1  35,697 

12,215 

NYSE 

MPL 

3.51 

2.28 

23% 

Duluth,  Minn 

1.6 

Jack  F  Rowe 

f  116,238 

11,894 

NYSE 

MEQ 

4.01 

0.77 

28 

Los  Angeles,  Cal 

2.3 

E  Richard  DeRosa 

i  37,312 

47,919 

ASE 

MND 

1.68 

0.24 

15% 

The  Woodlands,  Tex 

3.7 

George  P  Mitchell 

31  47,000 

406,146 

NYSE 

MOB 

3.31 

2.00 

25  V4 

New  York,  NY 

197.2 

Rawleigh  Warner  Jr 

80,000 

40,598 

NYSE 

MTC 

8.21 

3.95 

76  V* 

St  Louis,  Mo 

54.8 

John  W  Hanley 

87,636 

17,230 

NYSE 

MTP 

3.97 

2.48 

25% 

Butte,  Mont 

2.7 

W  Paul  Schmechtel 

i41,316 

6,151 

NASDAQ 

MFGI 

3.73 

1.11 

21 

Boise,  Ida 

2.3 

Thomas  C  Frye 

42,000 

39,599 

NYSE 

JPM 

9.53 

3.40 

6VA 

New  York,  NY 

12.4 

Lewis  T  Preston 

<  03,955 

9,814 

NYSE 

MRN 

3.86 

1.27 

24i/4 

Boise,  Ida 

25.7 

William  H  McMurren 

,84,182 

16,763 

NYSE 

MTI 

10.13 

1.54 

49% 

Chicago,  111 

7.1 

Charles  S  Locke 

29,554 

38,293 

NYSE 

MOT 

4.64 

1.60 

87 

Schaumburg,  111 

79.8 

Robert  W  Galvin 

? 17,701 

7,721 

NYSE 

MFS 

5.57 

2.48 

35!/s 

Salt  Lake  City,  Utah 

2.8 

R  D  Cash 

46,894 

36,651 

NYSE 

MUR 

4.28 

1.00 

23  % 

El  Dorado,  Ark 

5.4 

Charles  H  Murphy  Jr 

145,800 

69,573 

NYSE 

NB 

4.83 

2.00 

36% 

Parsippany,  NJ 

57.8 

Robert  M  Schaeberle 

195,099 

39,707 

NYSE 

NLC 

1.46 

1.12 

29 

Oak  Brook,  111 

4.7 

Worley  H  Clark 

23,062 

3,376 

OTC 

3.40 

1.35 

17 

St  Louis  Park,  Minn 

5.0 

Thomas  A  Riley 

30,997 

6,389 

NASDAQ 

NBAN 

2.51 

0.78 

23 

San  Antonio,  Tex 

1.5 

Richard  W  Calvert 

173,198 

9,245 

NYSE 

NAC 

3.35 

1.00 

23 

Chicago,  111 

10.7 

Frank  W  Considine 

130,583 

4,580 

NASDAQ 

NCFC 

4.31 

1.56 

34% 

Lancaster,  Pa 

1.9 

Wilson  D  McElhinny 

164,499 

7,618 

NASDAQ 

NCTY 

5.62 

2.75 

32 

Cleveland,  Ohio 

3.7 

Julien  L  McCall 

i  35,139 

32,480 

NYSE 

DR 

2.15 

2.20 

24  Vi 

New  York,  NY 

11.4 

Drummond  C  Bell 

*  35,647 

64,601 

NYSE 

NME 

1.28 

0.34 

23»/4 

Los  Angeles,  Cal 

34.2 

Richard  K  Earner 

52,493 

23,443 

NYSE 

NSM 

-0.47 

none 

22 

Santa  Clara,  Cal 

37.0 

Charles  E  Sporck 

1  74,186 

12,317 

NYSE 

NAS 

4.08 

1.48 

37'/2 

Atlanta,  Ga 

16.9 

Erwin  Zaban 

:ji  97,538 

18,644 

NYSE 

NS 

-24.91 

1.50 

171/2 

Pittsburgh,  Pa 

26.9 

Howard  M  Love 

\>  119,903 

10,284 

NASDAQ 

NWDCA 

2.80 

0.70 

40'/2 

Columbus,  Ohio 

1.5 

John  E  Fisher 

jpl0,306 

52,121 

NYSE 

NOM 

0.65 

1.40 

16'/4 

San  Francisco,  Cal 

5.1 

Dorman  L  Commons 

Ill25,139 

12,111 

NYSE 

NBD 

6.69 

2.08 

30!/4 

Detroit,  Mich 

6.8 

Charles  T  Fisher  III 

,27,195 

24,144 

NYSE 

NCB 

3.18 

0.91 

18% 

Charlotte,  NC 

6.4 

Thomas  I  Storrs 

W30,325 

26,744 

NYSE 

NCR 

8.75 

2.35 

86 

Dayton,  Ohio 

64.0 

Charles  E  Exley  Jr 

i!101,515 

23,680 

NYSE 

NES 

4.65 

2.90 

33'/4 

Westborough,  Mass 

5.2 

Guy  W  Nichols 

il 84,949 

39,689 

NYSE 

NGE 

3.36 

2.10 

215/8 

Binghamton,  NY 

4.4 

Charles  F  Kennedy 

|il22,646 

12,925 

ASE 

NYT  A 

4.31 

1.13 

57'/4 

New  York,  NY 

8.1 

Arthur  O  Sulzberger 

jj,  89,040 

27,148 

NYSE 

NEM 

1.76 

1.15 

55 

New  York,  NY 

11.2 

Plato  Malozemoff 

IB77,087 

93,832 

NYSE 

NMK 

2.64 

1.76 

15% 

Syracuse,  NY 

10.1 

John  G  Haehl  Jr 

J  805,582 

25,067 

NYSE 

GAS 

3.30 

2.96 

27% 

Naperville,  111 

5.8 

Clarence  J  Gauthier 

:  70,730 

22,452 

NASDAQ 

NIELA 

1.97 

0.57 

34% 

Northbrook,  111 

20.6 

Arthur  C  Nielsen  Jr 

54,545 

37,272 

NASDAQ 

NIKE 

1.37 

none 

22% 

Beaverton,  Ore 

3.2 

Philip  H.  Knight 

11  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9.  1983. 
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CSX  Corporation 

c 

Chessie  System  Railroads 


Seaboard  System  Railroad 


Chessie  System  Railroads  and  Seaboard 
System  Railroad  are  units  ol  CSX  Corporation 


:SX  Railroads'  Piggyback 
Express  Corridors  Deliver 
The  Goods  Across  The 
Sastern  Half  Of  The  USA. 


9fficiencies,  cost  savings, 
and  marketing  innovations 
that  are  unprecedented. 

For  example,  CSX  has 
carved  out  over  a  dozen 
express  corridors  which 
speed  dedicated  piggy- 
back trains  between  the 
nation's  busiest  markets 
on  schedule. 

And  by  distributing  their 
goods  with  both  dependa- 
bility and  unbeatable  rates, 
the  CSX  railroads  save 


shippers  time,  money  and 
millions  of  gallons  of  precious 
fuel  each  year. 

Get  to  know  us.  We 
manage  railroads,  natural 
resources,  aviation  services, 
land  development  and 
resort  properties. 

And  you'll  like  the  way 
we  do  business  at  CSX. 

Write  to:  Corporate 
Communications,  PO.  Box 
C-32222,  Department  B-4A, 
Richmond,  VA  23261. 


CSX 

CORPORATION 


America's 

Largest 

Transportation 

And  Natural 

Resource 

Company 


The  Dimensions  of  American  Business 


i 


Where  they  rank:  1982 — 

Market  value 

^tflarket 

Net 

Assets 

Sales 

of  common 

Net  pro" 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

l$00« 

420 

295 

249 

147 

NL  Industries  (Dec) 

2,283,629 

2,213,520 

1,134,969 

188,78 

■ 

445 

389 

Noble  Affiliates  (Dec) 

708,478 

397,917 

635,308 

70,2< 

120 

189 

61 

50 

Norfolk  Southern  (Dec) 

6,803,415 

3,358,996 

3,437,862 

41 1,3« 

254 

■ 

■ 

■ 

Norstar  Bancorp  IDec) 

3,652,951 

385,096 

256,448 

44,4C 

492 

206 

427 

375 

North  American  Philips  (Dec) 

1,825,848 

3,168,052 

654,460 

73,5< 

224 

346 

Zo4 

194 

Northeast  Utilities  (Dec) 

4,028,639 

1,763,220 

1,085,163 

151,24 

267 

349 

389 

395 

Northern  Indiana  Public  Service  (Dec) 

3,449,809 

1,732,728 

739,345 

69,03 

296 

385 

310 

180 

Northern  States  Power  (Dec) 

3,196,889 

1,560,916 

907,110 

157,65 

128 

■ 

■ 

■ 

Northern  Trust  (Dec) 

6,252,733 

826,433 

218,340 

32,51 

■ 

261 

246 

■ 

Northrop  (Dec) 

1,352,500 

2,472,900 

1,142,007 

5,4C 

■ 

lid 

ZoJ 

■ 

Northwest  Airlines  (Dec) 

1,377,387 

1,877,568 

1,018,866 

5,01 

45 

305 

419 

310 

Northwest  Bancorporation  (Dec) 

17,584,679 

2,080,524 

663,989 

89,0< 

394 

371 

■ 

■ 

.  Northwest  Energy  (Dec) 

2,413,505 

1,601,832 

279,718 

38,2( 

468 

283 

399 

150 

Northwest  Industries  (Dec) 

2,002,000 

2,306,600 

707,814 

184,61 

443 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

2,116,719 

282,148 

99,665 

8,9' 

■ 

a  a  c; 

4oo 

■ 

Norton  (Dec) 

1,007,949 

1,264,070 

566,533 

19,3: 

432 

222 

491 

348 

Norton  Simon  (June) 

2,193,173 

2,952,674 

564,840 

79,0! 

53 

19 

134 

185 

Occidental  Petroleum  (Dec) 

15,772,492 

18,212,226 

1,893,156 

155,6( 

■ 

297 

■ 

431 

Ogden  (Dec) 

1,691,884 

2,202,244 

529,312 

58,41 

■ 

■ 

■ 

439 

Ohio  Casualty  (Dec) 

1,573,672 

888,803 

493,363 

57,0: 

164 

41z 

zlU 

143 

Ohio  Edison  (Dec) 

5,247,138 

1,429,626 

1,345,148 

195,51 

465 

■ 

385 

275 

Oklahoma  Gas  &  Electric  (Dec) 

2,013,754 

907,561 

744,310 

105,0J 

41 1 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

2,352,659 

274,482 

107,938 

22,6; 

439 

■ 

■ 

■ 

Old  Stone  (Dec) 

2,135,934 

263,527 

46,552 

13,63 

■ 

338 

■ 

458 

Olin  (Dec) 

1,636,027 

1,823,137 

555,493 

53,31 

■ 

/ion 
4yU 

444 

Oneok  (Aug) 

998,702 

1,1 19,321 

321,124 

56,0! 

■ 

■ 

■ 

422 

Overseas  Shipholding  Group  (Dec) 

1,276,493 

324,612 

400,133 

60,6: 

■ 

276 

279 

■ 

Owens-Corning  Fiberglas  (Dec) 

1,597,914 

2,373,478 

1,037,325 

29,61 

316 

174 

372 

■ 

Owens-Illinois  (Dec) 

2,995,800 

3,590,900 

761,112 

39,71 

■ 

457 

384 

■ 

PACCAR  (Dec) 

806,719 

1,229,916 

745,843 

37,2' 

55 

AQ 
OO 

47 

20 

Pacific  Gas  &  Electric  (Dec) 

13,635,318 

6,785,095 

4,001,119 

810,T 

284 

130 

366 

231 

Pacific  Lighting  (Dec) 

3,257,079 

4,359,072 

771,942 

128,8! 

209 

418 

240 

139 

Pacific  Power  &  Light  (Dec) 

4,411,989 

1,405,798 

1,172,269 

197,3 

■ 

456 

■ 

■ 

Pacific  Resources  (Dec) 

542,636 

1,234,809 

95,008 

9,7< 

212 

500 

499 

■ 

Paine  Webber  (Sept) 

4,295,112 

1,099,814 

558,149 

35,2< 

■ 

4oo 

■ 

Pall  (July) 

199,878 

195,519 

647,766 

24,9' 

353 

166 

■ 

■ 

Pan  American  World  Airways  (Dec) 

2,696,152 

3,716,025 

297,123 

-485,3. 

177 

186 

260 

124 

Panhandle  Eastern  (Dec) 

5,060,625 

3,391,465 

1,087,433 

219,8 

■ 

■ 

■ 

359 

Parker  Drilling  (Aug) 

928,294 

615,861 

292,440 

76,3. 

■ 

480 

■ 

436 

Parker-Hannifin  (June) 

798,550 

1,148,081 

536,726 

57,6 

■ 

460 

■ 

■ 

Parsons  (Dec) 

530,174 

1,213,997 

391,425 

42,7 

■ 

■ 

469 

■ 

Payless  Cashways  (Nov) 

263,220 

602,666 

591,874 

23,0 

305 

207 

330 

228 

Penn  Central  (Dec) 

3,099,000 

3,165,400 

843,921 

131,5i 

94 

35 

59 

52 

J  C  Penney  IJan) 

7,938,535 

11,413,806 

3,552,612 

391,6 

152 

458 

202 

90 

Pennsylvania  Power  &  Light  (Dec) 

5,530,939 

1,219,548 

1,395,681 

278,8 

288 

288 

141 

148 

Pennzoil  (Dec) 

3,226,310 

2,268,511 

1,803,212 

188,7 

467 

■ 

■ 

■ 

Peoples  Bancorporation  IDec) 

2,005,262 

228,898 

60,086 

13,41 

■ 

388 

■ 

498 

Peoples  Energy  (Sept) 

1,166,668 

1,542,490 

302,195 

45,9 

215 

61 

69 

116 

PepsiCo  (Dec) 

4,197,470 

7,498,998 

3,338,121 

224,2 

■  Not  on  500 

list. 

36 

[I 
,11 
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 Share  data:  1982  

Cash 

Shares 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

452,303 

61,767 

NYSE 

NL 

2.90 

1.00 

18% 

New  York,  NY 

20.3 

Theodore  C  Rogers 

182,687 

44,583 

NYSE 

NBL 

1.58 

0.12 

14'A 

Ardmore,  Okla 

2.0 

Roy  Butler 

779,492 

62,792 

NYSE 

NSC 

6  57 

2.80 

54% 

Norfolk,  Va 

41.3 

Robert  B  Claytor 

58,612 

9,403 

NYSE 

NOR 

4.75 

1.95 

27% 

Albany,  NY 

3.2 

Peter  D  Kiernan 

146,208 

13,851 

NYSE 

NPH 

5.33 

1.70 

47% 

New  York,  NY 

47.4 

Cees  Bruynes 

361,660 

89,498 

NYSE 

NU 

1.76 

1.28 

12'/s 

Berlin,  Conn 

8.4 

William  B  Ellis 

174,915 

58,562 

NYSE 

NI 

0.90 

1.50 

12% 

Hammond,  Ind 

6.6 

Edmund  A  Schroer 

412,727 

30,237 

NYSE 

NSP 

2.65 

30 

Minneapolis,  Minn 

7.4 

Donald  W  McCarthy 

66,641 

4,852 

NASDAQ 

NTRS 

6.71 

2.72 

45 

Chicago,  111 

4.1 

Philip  W  K  Sweet  Jr 

38,900 

15,151 

NYSE 

NOC 

0.36 

1.80 

75% 

Los  Angeles,  Cal 

33.5 

Thomas  V  Jones 

132,895 

21,678 

NYSE 

NWA 

0.23 

0.80 

47 

St  Paul,  Minn 

13.4 

M  Joseph  Lapensky 

209,089 

26,964 

NYSE 

NOB 

3.08 

1.68 

24% 

Minneapolis,  Minn 

15.2 

John  W  Morrison 

165,187 

17,620 

NYSE 

NWP 

1.87 

1.35 

15% 

Salt  Lake  City,  Utah 

2.8 

John  G  McMillian 

377,000 

19,730 

NYSE 

NWT 

8.75 

3.54 

35% 

Chicago,  111 

36.5 

Ben  W  Heineman 

26,529 

5,111 

NASDAQ 

NWFN 

1.75 

0.82 

19'/2 

Wilkesboro,  NC 

3.0 

Ben  T  Craig 

61,785 

17,365 

NYSE 

NRT 

1.13 

2.00 

32% 

Worcester,  Mass 

22.9 

Donald  R  Melville 

215,530 

23,535 

NYSE 

NSI 

2.42 

1.08 

24 

New  York,  NY 

37.5 

David  J  Mahoney 

723,225 

95,856 

NYSE 

OXY 

0.69 

2.50 

19% 

Los  Angeles,  Cal 

50.8 

Armand  Hammer 

149,830 

18,904 

NYSE 

OG 

3.13 

1.80 

28 

New  York,  NY 

32.8 

Ralph  E  Ablon 

84,390 

11,507 

NASDAQ 

OCAS 

4.91 

2.36 

42% 

Hamilton,  Ohio 

5.3 

John  G  Sloneker 

322,139 

96,082 

NYSE 

OEC 

1.89 

1.76 

14 

Akron,  Ohio 

7.8 

Justin  T  Rogers  Jr 

203,126 

38,416 

NYSE 

OGE 

2.57 

1.76 

19% 

Oklahoma  City,  Okla 

3.7 

James  G  Harlow  Jr 

29,428 

7,444 

NASDAQ 

OKEN 

3  04 

1.01 

W/i 

Grand  Rapids,  Mich 

2.1 

John  C  Canepa 

21,503 

2,024 

NASDAQ 

OSTN 

3.50 

1.92 

23 

Providence,  RI 

1.1 

Theodore  W  Barnes 

209,600 

23,638 

NYSE 

OLN 

2.26 

1.20 

23  Vi 

Stamford,  Conn 

18.9 

John  M  Henske 

134,214 

12,061 

NYSE 

OKE 

4.88 

2.35 

26% 

Tulsa,  Okla 

2.8 

J  E  Tyree 

107,289 

25,815 

NYSE 

OSG 

2.35 

0.50 

15% 

New  York,  NY 

2.2 

Morton  P  Hyman 

170,798 

27,662 

NYSE 

DPF 

u.yo 

1.20 

37Vi 

Toledo,  Ohio 

21.9 

William  W  Boeschenstein 

277,800 

26,942 

NYSE 

OI 

1.36 

1.68 

28% 

Toledo,  Ohio 

48.8 

Edwin  D  Dodd 

43,737 

9,068 

NASDAQ 

PCAR 

4.11 

2.82 

82% 

Bellevue,  Wash 

8.8 

Charles  M  Pigott 

,240,639 

142,262 

NYSE 

PCG 

4.91 

2.86 

28  Vs 

San  Francisco,  Cal 

26.3 

Frederick  W  Mielke  Jr 

204,308 

27,205 

NYSE 

PLT 

4.57 

2.82 

28% 

Los  Angeles,  Cal 

10.0 

Paul  A  Miller 

440,772 

55,492 

NYSE 

PPW 

3  03 

2.16 

21% 

Portland,  Ore 

9.2 

Don  C  Frisbee 

25,692 

10,858 

NASDAQ 

PRIN 

0.79 

0.56 

8% 

Honolulu,  Haw 

0.7 

James  F  Gary 

51,745 

14,130 

NYSE 

PWJ 

2.53 

0.36 

39% 

New  York,  NY 

9.9 

Donald  B  Matron 

32,816 

17,993 

ASE 

PLL 

1.40 

0.32 

36  Vs 

Glen  Cove,  NY 

3.3 

Abraham  Krasnoff 

-218,352 

81,965 

NYSE 

PN 

-6.30 

none 

3% 

New  York,  NY 

37.0 

C  Edward  Acker 

513,017 

41,426 

NYSE 

PPT 

I  ILL, 

j.aO 

2.30 

26% 

Houston,  Tex 

7.6 

Robert  D  Hunsucker 

173,182 

28,883 

NYSE 

PKD 

2.65 

0.16 

lO'/s 

Tulsa,  Okla 

5.8 

Robert  L  Parker 

91,557 

25,110 

NYSE 

PH 

2.31 

0.96 

21% 

Cleveland,  Ohio 

20.8 

Patrick  S  Parker 

49,119 

18,529 

NYSE 

RMP 

2.31 

0.92 

21Vs 

Pasadena,  Cal 

9.2 

William  E  Leonhard 

33,204 

13,490 

NYSE 

0.20 

43% 

Kansas  City,  Mo 

5.9 

David  Stanley 

341,100 

31,997 

NYSE 

PC 

3.02 

none 

26% 

New  York,  NY 

38.7 

Alfred  W  Martinelli 

664,000 

73,439 

NYSE 

ICP 

5.35 

1.96 

48% 

New  York,  NY 

176.0 

Donald  V  Seibert 

146,297 

66,461 

NYSE 

PPL 

3.35 

2.30 

21 

Allentown,  Pa 

8.1 

Robert  K  Campbell 

547,859 

51,337 

NYSE 

PZL 

3.60 

2.20 

35% 

Houston,  Tex 

9.5 

J  Hugh  Liedtke 

26,164 

3,815 

NASDAQ 

PEOP 

3.51 

1.00 

15% 

Seattle,  Wash 

2.2 

Joshua  Green  III 

104,736 

30,602 

NYSE 

PGL 

1.54 

1.00 

9% 

Chicago,  111 

3.8 

Eugene  A  Tracy 

609,680 

93,374 

NYSE 

PEP 

2.40 

1.58 

35% 

Purchase,  NY 

126.5 

Donald  M  Kendall 

All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9.  1983. 
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The  Dimensions  of  American  Business 

P 

Where  they  rank:  1982  

Market  value 

Market             Net                                                                            Assets            Sales           of  common      Net  pi 
Assets             Sales              value            profits                          Company  (fiscal  year  end)               ($000)            ($000)              ($000)  ($0t 

Ci 
i 

■  ■                 232               416                                     Perkin-Elmer  IJuly)               869,812         1,036,774         1,218,139  62,( 

■  320                398               277                                         Petrolane  ISept)             1,050,755         1,978,151            722,319  104,; 
248                 185                  30                 66                                               Pfizer  (Dec)            3,748,700        3,453,600         5,301,240  332,1 
464                    ■                 456                  ■                                    Phelps  Dodge  (Dec)            2,013,897           957,795           612,028  -74,1 

■  ■                 472                  ■                                       PHH  Group  (Apr)             1,405,076           471,714           588,075  29, 

15                   13                  64                 63                              "Phibro-Salomon  IDec)           39,669,000       26,703,000         3,409,016  337,1 
111                 249                 115                 64                           Philadelphia  Electric  (Dec)             7,157,998        2,644,753         2,138,039  336; 
124                    ■                    ■               441                         Philadelphia  National  (Dec)            6,301,254           770,161           300,664  56,. 
81                  46                  20                 22                                     Philip  Morris  (Dec)            9,691,900        9,101,600         7,553,700  781, 
63                  23                  34                 27                             Phillips  Petroleum  (Dec)           12,097,000       15,698,000         4,995,507  646/ 

■ — 

■ 

■  ■                 463                  ■                                         Pic'n'Save  (Dec)               124,114           177,738           605,701  27, 
393                 187                 263               216                                          Pillsbury  (May)            2,428,300        3,385,100         1,085,400  136, 

■  491                 373               420                                            Pioneer  IDec)             1,066,707        1,118,736           761,022  61, 

■  ■                 380               381               Pioneer  Hi-Bred  International  (Aug)               512,796           557,398           750,191  71, 

■  407                 382               332                                    Pitney  Bowes  IDec)             1,338,044         1,455,280           746,320  83, 

■  267                    ■                  ■                                            Pittston  (Dec)             1,402,438        2,420,740           521,043  -11, 
66                 434                    ■               276                                "PNC  Financial  (Dec)           11,611,171         1,307,009                 NA  104, 

■  484                    ■                  ■                                           Pneumo(Nov)               397,548         1,144,821           206,196  23, 

■  ■                    ■               471                                  Pogo  Producing  (Dec)               957,733           277,983           511,063  51, 

■  439                 362                  ■                                           Polaroid  (Dec)             1,323,600         1,293,900           781,715  23 

415                    ■                 452               196                    Portland  General  Electric  IDec)            2,322,972           572,193           621,255  150, 

■  ■                 495                  ■                                           Potlatch  (Dec)             1,175,779           820,180           562,937  22 
349                    ■                 335               249                      Potomac  Electric  Power  (Dec)             2,709,197         1,095,153           837,766  118. 
282                 193                 143               186                                  PPG  Industries  (Dec)            3,270,100        3,321,800         1,799,451  155 

■  ■                 484                  ■                             Premier  Industrial  (May)               207,016           332,215           571,670  34 

■  362                    ■                  ■                                           Primark(Dec)             1,351,448         1,638,666           144,281  18 

■  ■                 262                  ■                                Prime  Computer  (Dec)               376,167           435,826         1,086,256  44 
102                  32                   13                 23                             Procter  &  Gamble  (June)             7,510,000       11,994,000         9,819,953  777 
354                    ■                    ■               397                   Provident  Life  &  Accident  (Dec)            2,695,161         1,066,748           471,872  67 
372                375                 344               251     Public  Service  Company  of  Colorado  (Dec)            2,574,773         1,590,039           816,973  116 

245                    ■                 234               108       Public  Service  Company  of  Indiana  (Dec)            3,813,198           809,394         1,205,741  233 
■                    ■                    "301     Public  Service  Co  of  New  Hampshire  (Dec)             1,615,523           423,290           464,170  91 
438                    ■                338               252Public  Service  Company  of  New  Mexico  (Dec)            2,146,496           426,543           833,066  115 
95                 156                 111                 60               Public  Service  Electric  &  Gas  (Dec)             7,906,967        3,873,976         2,205,146  342 
474                    ■                 476               285                 Puget  Sound  Power  &  Light  (Dec)             1,953,833           467,697           582,390  99 

B 

5  ..: 

i  .  . 

J,  V 

t> 

i . . 

l 

J 

■  245                 325               286                                    Quaker  Oats  IJune)             1,476,700        2,711,900           848,368  96 
141                    ■                    ■                  ■                       Rainier  Bancorporation  (Dec)            5,864,656           731,814           265,873  3S 
445                 115                 145               394                                  Ralston  Purina  (Sept)            2,113,800        4,802,600         1,772,435  65 

■  ■                 451                  ■                                         Raychem  IJune)               451,809           534,949           626,580  37 

■  363                    ■                  ■                       Raymond  International  (Dec)               496,764         1,638,336             81,198  i: 

262                  96                  50                 71                                          Raytheon  (Dec)            3,510,191         5,513,370         3,777,482  31f 
57                  45                 139               120                                               'RCA  (Dec)           12,931,900        9,338,200         1,834,268  221 

■  ■                    ■               377                                Reading  &  Bates  (Dec)             1,141,746           516,824           375,179           7  • 

■  391                    ■                  ■                               Republic  Airlines  IDec)             1,186,174        1,530,668           173,770  -39 
04                <*oi                    ■               oof                            Kepuolic  JNew  York  ^Dec)            y,z8U,l/2         l,24y,o4/           413, oy6           >\  J 

313                 242                    ■                  ■                                   Republic  Steel  IDec)            3,033,426        2,738,160           252,859  -24; 
48                325                 345               202                                 24RepublicBank  (Dec)           17,218,299         1,933,567           815,601  14.: 
■                387                 340               477                                        Revco  D  S  (May)               500,884        1,554,656           830,453          4'  J 
422                 281                 272               259                                             Revlon  (Dec)            2,272,506        2,350,988         1,069,852  11 

L 

i 

m 

■  Not  on  500  list.                                             'Figures  include  unconsolidated  subsidiaries.           23Pro  forma  results  reflect  the  combination  of  Pittsburgh  Ss  f 

"Formerly  Phibro                                                  al  and  Provident  National  injanuary  1983  As  a  result,  nj  1 

value  of  common  stock  as  of  Dec.  31  is  not  available  | 
2HFormerly  Republic  of  Texas 
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A  Summary  of  the  500s9  Rankings 


 Share  data:  1982  

Cash 

Shares 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

90,788 

42,930 

NYSE 

PKN 

1.45 

0.50 

28% 

Norwalk,  Conn 

14.8 

Robert  H  Sorensen 

190,144 

52,059 

NYSE 

PTO 

2.00 

0.48 

13% 

Long  Beach,  Cal 

17.7 

John  C  Wallace 

462,100 

76,969 

NYSE 

rrt 

A  OA 

1.84 

68% 

New  York,  NY 

40.8 

Edmund  T  Pratt  Jr 

-36,257 

21,761 

NYSE 

PD 

-3.59 

0.30 

28'/8 

New  York,  NY 

12.2 

George  B  Munroe 

46,098 

15,682 

NYSE 

PHH 

1.93 

0.69 

37'/2 

Hunt  Valley,  MD 

2.3 

Jerome  W  Geckle 

439,000 

68,869 

NYSE 

PSB 

4.97 

0.94 

49 '/2 

New  York,  NY 

6.9 

David  Tendler 

521,623 

125,767 

NYSE 

PE 

2.39 

2.06 

17 

Philadelphia,  Pa 

10.1 

James  L  Everett 

83,533 

5,824 

NASDAQ 

rni\A 

0  I'K 

7-  I  O 

3.16 

515/s 

Philadelphia,  Pa 

4.9 

G  Morris  Dorrance  Jr 

1,180,500 

125,895 

NYSE 

MO 

6.23 

2.30 

60 

New  York,  NY 

72.0 

George  Weissman 

1,919,000 

153,119 

NYSE 

P 

4.23 

2.20 

325/s 

Bartlesville,  Okla 

32.1 

William  C  Douce 

28,430 

15,631 

NASDAQ 

PICN 

1.75 

none 

38% 

Carson,  Cal 

1.9 

Arthur  Frankel 

■  247,600 

21,708 

NYSE 

PSY 

6.29 

2.30 

50 

Minneapolis,  Minn 

57.6 

William  H  Spoor 

i  194,078 

37,123 

NYSE 

PNA 

1  66 

1.04 

20'/2 

Amarillo,  Tex 

3.1 

K  Bert  Watson 

89,568 

31,923 

NASDAQ 

PHYB 

2.24 

0.68 

23!/i 

Des  Moines,  Iowa 

2.4 

Thomas  N  Urban 

1  179,330 

16,313 

NYSE 

PBI 

4.32 

1.60 

45% 

Stamford,  Conn 

26.6 

George  B  Harvey 

68,006 

37,894 

NYSE 

PCO 

-0.31 

1.05 

13% 

Greenwich,  Conn 

14.5 

Nicholas  T  Camicia 

143,788 

20,560 

NASDAQ 

PNCF 

5.09 

1.92 

NA 

Pittsburgh,  Pa 

6.1 

Merle  E  Gilliand 

56,269 

6,369 

NYSE 

r  IN  V- 

O.O  f 

0.70 

32% 

Boston,  Mass 

9.2 

Gerard  A  Fulham 

178,188 

24,050 

NYSE 

ppp 

2.05 

0.60 

21% 

Houston,  Tex 

0.2 

William  C  Liedtke  Jr 

104,400 

30,959 

NYSE 

PRD 

0.73 

1.00 

25% 

Cambridge,  Mass 

15.7 

William  J  McCune  Jr 

232,504 

40,738 

NYSE 

PGN 

3.02 

1.74 

15% 

Portland,  Ore 

3.2 

Robert  H  Short 

84,435 

15,318 

NYSE 

PCH 

0.87 

1.48 

36% 

San  Francisco,  Cal 

9.0 

Richard  B  Madden 

227,276 

45,905 

NYSE 

POM 

Z.Zo 

1.68 

18% 

Washington,  DC 

5.4 

W  Reid  Thompson 

383,300 

34,772 

NYSE 

PPG 

4.51 

2.36 

51% 

Pittsburgh,  Pa 

37.0 

L  Stanton  Williams 

40,145 

20,788 

NYSE 

PRE 

1.66 

0.40 

27Vi 

Cleveland,  Ohio 

3.1 

Morton  L  Mandel 

77,834 

5,889 

NYSE 

PMK 

3.10 

2.40 

24>/2 

Detroit,  Mich 

4.4 

Robert  W  Stewart 

80,566 

31,372 

NYSE 

PRM 

1.48 

none 

34% 

Natick,  Ma 

5.0 

Joe  M  Henson 

1,127,000 

166,088 

NYSE 

A  70. 

2.10 

59'/s 

Cincinnati,  Ohio 

62.4 

John  G  Smale 

263,056 

9,344 

NASDAQ 

PACC 

7.16 

2.38 

50V2 

Chattanooga,  Tenn 

4.0 

H  Carey  Hanlin 

242,841 

47,020 

NYSE 

PSR 

2.17 

1.74 

17% 

Denver,  Colo 

6.6 

Richard  F  Walker 

290,521 

48,472 

NYSE 

PIN 

4.55 

2.72 

24% 

Plainfield,  Ind 

5.2 

Hugh  A  Barker 

43,365 

26,524 

NYSE 

PNH 

2.73 

2.12 

17  Vl 

Manchester,  NH 

2.2 

Robert  J  Harrison 

125,455 

,  32,041 

NYSE 

r  IN  ivl 

O.LL 

2.77 

26 

Albuquerque,  NM 

3.1 

Jerry  D  Geist 

839,176 

94,845 

NYSE 

PEG 

3.24 

2.5,3 

23% 

Newark,  NJ 

13.0 

Robert  I  Smith 

113,891 

37,879 

NYSE 

PSD 

2.29 

1.76 

15% 

Bellevue,  Wash 

2.4 

John  W  Ellis 

169,000 

19,787 

NYSE 

OAT 

4.76 

1.85 

42% 

Chicago,  111 

28.5 

William  D  Smithburg 

•  84,565 

9,581 

NASDAQ 

RBAN 

4.12 

1.50 

27% 

Seattle,  Wash 

5.3 

G  Robert  Truex  Jr 

274,300 

101,282 

NYSE 

DAT 

U.oo 

0.78 

17'/2 

St.  Louis,  Mo 

61.1 

William  P  Stiritz 

61,460 

9,440 

NYSE 

RYC 

4.07 

0.44 

66% 

Menlo  Park,  Cal 

8.1 

Paul  M  Cook 

28,532 

6,246 

NYSE 

RII 

1.94 

1.00 

13 

Houston,  Tex 

14.0 

Henry  F  LeMieux 

!  512,226 

84,413 

NYSE 

RTN 

3.78 

1.40 

44% 

Lexington,  Mass 

74.3 

Thomas  L  Phillips 

880,800 

81,523 

NYSE 

Z.Uo 

1.13 

22  Vi 

New  York,  NY 

114.3 

Thornton  F  Bradshaw 

186,461 

27,791 

NYSE 

RB 

2.36 

0.80 

13 '/i 

Tulsa,  Okla 

2.5 

John  W  Bates  Jr 

30,501 

22,066 

NYSE 

RAI 

-1.99 

none 

7% 

Minneapolis,  Minn 

14.5 

Daniel  F  May 

106,887 

10,892 

NYSE 

RNB 

5.26 

1.35 

38 

New  York,  NY 

2.4 

Walter  H  Weiner 

-268,460 

16,183 

NYSE 

RS 

-15.07 

1.13 

15% 

Cleveland,  Ohio 

30.3 

E  Bradley  Jones 

224,724 

26,962 

NYSE 

RPT 

5.18 

1.48 

30'/. 

Dallas,  Tex 

7.6 

James  D  Berry 

70,706 

30,758 

NYSE 

RDS 

1.61 

0.55 

27 

Twinsburg,  Ohio 

20.9 

Sidney  Dworkin 

195,657 

35,367 

NYSE 

REV 

2.45 

1.84 

30% 

New  York,  NY 

33.6 

Michel  C  Bergerac 

All  share  data  adjusted  for  stock  splits  and 

stock  dividends 

through  May  9,  1983. 

NA:  Not  available 
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The  Dimensions  of  American  Business 


 Where  they  rank:  1982 — 

W  i  r  L  i '  t  '  1 1 1 1 1 

Mar  ket 

Net 

Assets 

Sales 

of  common 

Net  prol 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($000 

■ 

■ 

232 

416 

Perkin-Elmer  (July)  ' 

869,812 

1,036,774 

1,218,139 

62,661 

■ 

320 

398 

277 

Petrolane  (Sept) 

1,050,755 

1,978,151 

722,319 

104,3* 

248 

185 

30 

66 

Pfizer  (Dec) 

3,748,700 

3,453,600 

5,301,240 

332,801 

464 

■ 

456 

■ 

Phelps  Dodge  IDec) 

2,013,897 

957,795 

612,028 

-74,29) 

■ 

■ 

472 

■ 

PHH  Group  (Apr) 

1,405,076 

471,714 

588,075 

29,561 

15 

13 

64 

63 

22Phibro-Salomon  (Dec) 

39,669,000 

26,703,000 

3,409,016 

337,00) 

111 

249 

115 

64 

Philadelphia  Electric  (Dec) 

7,157,998 

2,644,753 

2,138,039 

336,22! 

124 

■ 

■ 

441 

Philadelphia  National  (Dec) 

6,301,254 

770,161 

300,664 

56,651 

81 

46 

20 

22 

Philip  Morris  (Dec) 

9,691,900 

9,101,600 

7,553,700 

781,80 

63 

23 

34 

27 

Phillips  Petroleum  (Dec) 

12,097,000 

15,698,000 

4,995,507 

646,00 

■ 

■ 

463 

■ 

Pic'n'Save  (Dec) 

124,114 

177,738 

605,701 

27,00 

393 

187 

263 

216 

Pillsbury  (May) 

2,428,300 

3,385,100 

1,085,400 

136,30 

■ 

491 

373 

420 

Pioneer  (Dec) 

1,066,707 

1,118,736 

761,022 

61,54 

■ 

■ 

380 

381 

Pioneer  Hi-Bred  International  (Aug) 

512,796 

557,398 

750,191 

7 1 ,60) 

■ 

407 

382 

332 

Pitney  Bowes  (Dec) 

1,338,044 

1,455,280 

746,320 

83,12 

■ 

267 

■ 

■ 

Pittston  (Dec) 

1,402,438 

2,420,740 

521,043 

-11,69 

66 

434 

■ 

276 

"PNC  Financial  (Dec) 

11,611,171 

1,307,009 

NA 

104,51 

■ 

484 

■ 

■ 

Pneumo  (Nov) 

397,548 

1,144,821 

206,196 

23,60 

■ 

■ 

■ 

471 

Pogo  Producing  (Dec) 

957,733 

277,983 

511,063 

51,28 

■ 

439 

362 

■ 

Polaroid  (Dec) 

1,323,600 

1,293,900 

781,715 

23, 5C 

415 

■ 

452 

196 

Portland  General  Electric  (Dec) 

2,322,972 

572,193 

621,255 

150,16 

■ 

■ 

495 

■ 

Potlatch  (Dec) 

1,175,779 

820,180 

562,937 

22,53) 

349 

■ 

335 

249 

Potomac  Electric  Power  (Dec) 

2,709,197 

1,095,153 

837,766 

118,98 

282 

193 

143 

186 

PPG  Industries  (Dec) 

3,270,100 

3,321,800 

1,799,451 

155,10 

■ 

■ 

484 

■ 

Premier  Industrial  (May) 

207,016 

332,215 

571,670 

34,58 

■ 

362 

■ 

■ 

Primark  (Dec) 

1,351,448 

1,638,666 

144,281 

18,23 

■ 

■ 

262 

■ 

Prime  Computer  (Dec) 

376,167 

435,826 

1,086,256 

44,93 

102 

32 

13 

23 

Procter  &.  Gamble  (June) 

7,510,000 

11,994,000 

9,819,953 

777,00 

354 

■ 

■ 

397 

Provident  Life  &  Accident  (Dec) 

2,695,161 

1,066,748 

471,872 

67,2q 

372 

375 

344 

251 

Public  Service  Company  of  Colorado  (Dec) 

2,574,773 

1,590,039 

816,973 

1 16,49 

245 

■ 

234 

108 

Public  Service  Company  of  Indiana  (Dec) 

3,813,198 

809,394 

1,205,741 

233,23 

■ 

■ 

■ 

301 

Public  Service  Co  of  New  Hampshire  (Dec) 

1,615,523 

423,290 

464,170 

91,62 

438 

■ 

338 

252Public  Service  Company  of  New  Mexico  (Dec) 

2,146,496 

426,543 

833,066 

115,82 

95 

156 

111 

60 

Public  Service  Electric  &  Gas  (Dec) 

7,906,967 

3,873,976 

2,205,146 

342,82 

474 

■ 

476 

285 

Puget  Sound  Power  &  Light  (Dec) 

1,953,833 

467,697 

582,390 

99,22 

■ 

245 

325 

286 

Quaker  Oats  (June) 

1,476,700 

2,711,900 

848,368 

96,90 

141 

■ 

■ 

■ 

Rainier  Bancorporation  (Dec) 

5,864,656 

731,814 

265,873 

39,1S| 

445 

115 

145 

394 

Ralston  Purina  (Sept) 

2,113,800 

4,802,600 

1,772,435 

69,  Kl 

■ 

■ 

451 

■ 

Raychem  (|une) 

451,809 

534,949 

626,580 

37,2<| 

■ 

363 

■ 

■ 

Raymond  International  (Dec) 

496,764 

1,638,336 

81,198 

12,2(|| 

262 

96 

50 

71 

Raytheon  (Dec) 

3,510,191 

5,513,370 

3,777,482 

318,7e 

57 

45 

139 

120 

'RCA  (Dec) 

12,931,900 

9,338,200 

1,834,268 

222,60 

■ 

■ 

■ 

377 

Reading  &  Bates  (Dec) 

1,141,746 

516,824 

375,179 

73,28 

■ 

391 

■ 

■ 

Republic  Airlines  (Dec) 

1,186,174 

1,530,668 

173,770 

-39,8fi 

84 

451 

■ 

387 

Republic  New  York  (Dec) 

9,280,172 

1,249,347 

413,896 

70,53 

313 

242 

■ 

■ 

Republic  Steel  (Dec) 

3,033,426 

2,738,160 

252,859 

-243,85 

48 

325 

345 

202 

24RepublicBank  (Dec) 

17,218,299 

1,933,567 

815,601 

143,82 

■ 

387 

340 

477 

Revco  D  S  (May) 

500,884 

1,554,656 

830,453 

49,6c 

422 

281 

272 

259 

Revlon  (Dec) 

2,272,506 

2,350,988 

1,069,852 

111,1 

■  Not  on  500  list.  'Figures  include  unconsolidated  subsidiaries.  23Pro  forma  results  reflect  the  combination  of  Pittsburgh  Natioi 

"Formerly  Phibro  al  and  Provident  National  in  January  1983  As  a  result,  marls 

value  of  common  stock  as  of  Dec.  31  is  not  available 
24Formerly  Republic  of  Texas. 
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A  Summary  of  the  500s9  Rankings 


 Share  data:  1982  

Cash 

Shares 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

90,788 

42,930 

NYSE 

PKN 

1.45 

0.50 

28% 

Norwalk,  Conn 

14.8 

Robert  H  Sorensen 

190,144 

52,059 

NYSE 

PTO 

2.00 

0.48 

137/8 

Long  Beach,  Cal 

17.7 

John  C  Wallace 

462,100 

76,969 

NYSE 

nrt: 
rrt 

4. ZD 

1.84 

68% 

New  York,  NY 

40.8 

Edmund  T  Pratt  Jr 

-36,257 

21,761 

NYSE 

PD 

-3.59 

0.30 

28 '/s 

New  York,  NY 

12.2 

George  B  Munroe 

46,098 

15,682 

NYSE 

PHH 

1.93 

0.69 

371/2 

Hunt  Valley,  MD 

2.3 

Jerome  W  Geckle 

439,000 

68,869 

NYSE 

PSB 

4.97 

0.94 

49'/2 

New  York,  NY 

6.9 

David  Tendler 

521,623 

125,767 

NYSE 

PE 

2.39 

2.06 

17 

Philadelphia,  Pa 

10.1 

James  L  Everett 

83,533 

5,824 

NASDAQ 

3.16 

515/8 

Philadelphia,  Pa 

4.9 

G  Morris  Donance  Jr 

1,180,500 

125,895 

NYSE 

MO 

6.23 

2.30 

60 

New  York,  NY 

72.0 

George  Weissman 

1,919,000 

153,119 

NYSE 

p 

4.23 

2.20 

325/s 

Bartlesville,  Okla 

32.1 

William  C  Douce 

28,430 

15,631 

NASDAQ 

PICN 

1.75 

none 

38% 

Carson,  Cal 

1.9 

Arthur  Frankel 

247,600 

21,708 

NYSE 

PSY 

6.29 

2.30 

50 

Minneapolis,  Minn 

57.6 

William  H  Spoor 

194,078 

37,123 

NYSE 

DM  A 
r  1\  A. 

1  .OD 

1.04 

20'/2 

Amarillo,  Tex 

3.1 

K  Bert  Watson 

89,568 

31,923 

NASDAQ 

PHYB 

2.24 

0.68 

23  Vi 

Des  Moines,  Iowa 

2.4 

Thomas  N  Urban 

179,330 

16,313 

NYSE 

PBI 

4.32 

1.60 

45% 

Stamford,  Conn 

26.6 

George  B  Harvey 

68,006 

37,894 

NYSE 

PCO 

-0.31 

1.05 

13% 

Greenwich,  Conn 

14.5 

Nicholas  T  Camicia 

143,788 

20,560 

NASDAQ 

PNCF 

5.09 

1.92 

NA 

Pittsburgh,  Pa 

6.1 

Merle  E  Gilliand 

56,269 

6,369 

NYSE 

rlN  \_ 

O.O  I 

0.70 

32% 

Boston,  Mass 

9.2 

Gerard  A  Fulham 

178,188 

24,050 

NYSE 

ppp 

2.05 

0.60 

21'/4 

Houston,  Tex 

0.2 

William  C  Liedtke  Jr 

104,400 

30,959 

NYSE 

PRD 

0.73 

1.00 

25 'A 

Cambridge,  Mass 

15.7 

William  J  McCune  Jr 

232,504 

40,738 

NYSE 

PGN 

3.02 

1.74 

15'/4 

Portland,  Ore 

3.2 

Robert  H  Short 

84,435 

15,318 

NYSE 

PCH 

0.87 

1.48 

36% 

San  Francisco,  Cal 

9.0 

Richard  B  Madden 

227,276 

45,905 

NYSE 

POM 

1  19. 
Z.Zo 

1.68 

18% 

Washington,  DC 

5.4 

W  Reid  Thompson 

383,300 

34,772 

NYSE 

PPG 

4.51 

2.36 

51% 

Pittsburgh,  Pa 

37.0 

L  Stanton  Williams 

40,145 

20,788 

NYSE 

PRE 

1.66 

0.40 

27'/2 

Cleveland,  Ohio 

3.1 

Morton  L  Mandel 

77,834 

5,889 

NYSE 

PMK 

3.10 

2.40 

24'/2 

Detroit,  Mich 

4.4 

Robert  W  Stewart 

80,566 

31,372 

NYSE 

PRM 

1.48 

none 

345/s 

Natick,  Ma 

5.0 

Joe  M  Henson 

1,127,000 

166,088 

NYSE 

A  ~7C\ 

2.10 

59'/8 

Cincinnati,  Ohio 

62.4 

John  G  Smale 

263,056 

9,344 

NASDAQ 

PACC 

7.16 

2.38 

50'/2 

Chattanooga,  Tenn 

4.0 

H  Carey  Hanlin 

242,841 

47,020 

NYSE 

PSR 

2.17 

1.74 

17% 

Denver,  Colo 

6.6 

Richard  F  Walker 

290,521 

48,472 

NYSE 

PIN 

4.55 

2.72 

24% 

Plainfield,  Ind 

5.2 

Hugh  A  Barker 

43,365 

26,524 

NYSE 

PNH 

2.73 

2.12 

17'/2 

Manchester,  NH 

2.2 

Robert  J  Harrison 

125,455 

32,041 

NYSE 

DM  \A 

r  IN  lv\ 

o.ZZ 

2.77 

26 

Albuquerque,  NM 

3.1 

Jerry  D  Geist 

839, 1 76 

94,845 

NYSE 

PEG 

3.24 

2.5,3 

23% 

Newark,  NJ 

13.0 

Robert  I  Smith 

113,891 

37,879 

NYSE 

PSD 

2.29 

1.76 

1$% 

Bellevue,  Wash 

2.4 

John  W  Ellis 

169,000 

19,787 

NYSE 

OAT 

4.76 

1.85 

427/s 

Chicago,  111 

28.5 

William  D  Smithburg 

84,565 

9,581 

NASDAQ 

RBAN 

4.12 

1.50 

27% 

Seattle,  Wash 

5.3 

G  Robert  Truex  Jr 

274,300 

101,282 

NYSE 

DAT 

U.OD 

0.78 

17'/2 

St.  Louis,  Mo 

61.1 

William  P  Stiritz 

61,460 

9,440 

NYSE 

RYC 

4.07 

0.44 

66% 

Menlo  Park,  Cal 

8.1 

Paul  M  Cook 

28,532 

6,246 

NYSE 

RII 

1.94 

1.00 

13 

Houston,  Tex 

14.0 

Henry  F  LeMieux 

512,226 

84,413 

NYSE 

RTN 

3.78 

1.40 

44% 

Lexington,  Mass 

74.3 

Thomas  L  Phillips 

880,800 

81,523 

NYSE 

z.Uo 

1.13 

22  Vi 

New  York,  NY 

114.3 

Thornton  F  Bradshaw 

186,461 

27,791 

NYSE 

RB 

2.36 

0.80 

13 'A 

Tulsa,  Okla 

2.5 

John  W  Bates  Jr 

30,501 

22,066 

NYSE 

RAI 

-1.99 

none 

V/% 

Minneapolis,  Minn 

14.5 

Daniel  F  May 

106,887 

10,892 

NYSE 

RNB 

5.26 

1.35 

38 

New  York,  NY 

2.4 

Walter  H  Weiner 

{  -268,460 

16,183 

NYSE 

RS 

-15.07 

1.13 

155/8 

Cleveland,  Ohio 

30.3 

E  Bradley  Jones 

224,724 

26,962 

NYSE 

RPT 

5.18 

1.48 

30% 

Dallas,  Tex 

7.6 

James  D  Berry 

70,706 

30,758 

NYSE 

RDS 

1.61 

0.55 

27 

Twinsburg,  Ohio 

20.9 

Sidney  Dworkin 

195,657 

35,367 

NYSE 

REV 

2.45 

1.84 

30  Vi 

New  York,  NY 

33.6 

Michel  C  Bergerac 

j  All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983. 

NA:  Not  available. 
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The  Dimensions  of  American  Business 


-Where  they  rank:  1982- 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  prof  1 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

^ouoj 

(&000) 

(a>000) 

i  c nnn  1 
(3)000  1 

489 

70 

302 

263 

Southland  (Dec)  ' 

1,842,584 

6,756,933 

932,778 

108,05 

■ 

■ 

420 

■ 

Southland  Royalty  (Dec) 

683,083 

357,925 

663,609 

28,65! 

391 

■ 

■ 

■ 

SouthTrust  (Dec) 

2,441,447 

285,283 

107,565 

22,86. 

■ 

■ 

466 

■ 

.  Southwest  Airlines  (Dec) 

4ZU,D4Z 

111    1  QO 

jo  1,  ley 

34,00- 

1 15 

■ 

■ 

399 

Southwest  Bancshares  (Dec) 

/i  (11  /l  C  O  1 

o,yZo,Do  1 

771  COI 

1 1  l,oy  1 

376,761 

66,57 

■ 

■ 

470 

360 

Southwestern  Public  Service  (Aug) 

1,238,753 

588,949 

590,406 

76,30' 

158 

92 

183 

121 

Sperry  (Mar) 

5,343,000 

5,571,400 

1,526,474 

221,80i 

■ 

■ 

298 

380 

Square  D  (Dec) 

804,762 

1,056,981 

946,670 

71,70 

481 

360 

i  no 

1  OO 

loo 

Squibb  (Dec) 

1    Q1Q  711 

L,yly,  /  1Z 

l,OOU,  /Of) 

T 177 1 nc 

Z,Z  /  /,  1UD 

153,63 

■ 

27  A 

" 

A  1  7 
41  / 

A  E  Staley  Manufacturing  (Sept) 

l  l  ai  a  i  n 

1    COO  11/1 

1,300, 1  1 

All  A")Q 

4z  i,ozy 

Al  A  I 

30 

8 

9 

10 

Standard  Oil  Calif  (Dec) 

23,464,628 

34,362,000 

10,919,328 

1,377,00 

29 

12 

7 

5 

Standard  Oil  Indiana  (Dec) 

24,289,000 

28,073,000 

11,614,314 

1,826,00 

52 

29 

17 

4 

Standard  Oil  Ohio  (Dec) 

16,016,000 

13,152,000 

8,808,673 

1,879,00 

■ 

A*IA 
4Z4 

Stanley  Works  (Dec) 

A1A  AQ7 

QA0  77fi 

yoz,  /  /  o 

ACQ  OCT 
ODO,yDZ 

17  Cfl 

O  /,DU 

230 

P 

a  on 

40U 

Mate  street  Boston  ^uecj 

j,vi  you 

/l  AQ  /l  QQ 

4oy,4oy 

137  A3H 
Zo/,ooU 

A  O  OO 

4o,yz 

433 

367 

283 

242 

Stauffer  Chemical  (Dec) 

2,189,085 

1,618,235 

1,024,581 

123,54 

■ 

343 

206 

226 

Sterling  Drug  (Dec) 

1,332,957 

1,796,153 

1,367,640 

131,97 

■ 

341 

■ 

■ 

I  P  Stevens  (Oct) 

1,068,572 

1,814,315 

311,299 

22,28 

■ 

■ 

■ 

A 

40O 

Stone  &  Webster  (Dec) 

/111  A  1Q 
40  1 ,4oo 

m  1 7T 

3  3n  QA  1 

ooU,y41 

C  3  7G 

Do,  /c 

■ 

ZoZ 

stop  ci  snop  v,os  iiant 

A  1  7  AAC. 
O  1  I  ,OOD 

T  1/1  i  07c 
Z,o4 1 ,0  /  D 

1 70  noc 
z  /y,uyD 

1/1  fiT 
o4,oJ 

■ 

■ 

395 

412 

Storage  Technology  (Dec) 

1,206,455 

1,079,235 

725,156 

63,32 

437 

■ 

■ 

■ 

Suburban  Bancorp  (Dec) 

2,151,808 

213,576 

104,388 

18,8C 

444 

■ 

■ 

■ 

Sumitomo  Bank  of  California  (Dec) 

2,114,610 

268,706 

50,115 

7,6C 

i  on 
loU 

1 

Sun  Banks  of  Florida  (Dec) 

C  C\C\A   1  A  1 
D,UU4,  141 

CI  0  A30 

DZo,ooy 

337  CO  3 
oo  /  ,Doo 

o4,zc; 

64 

T  A 

z4 

n 
oo 

Sun  Company  (Dec) 

1Z,U  1  y,UUU 

1  c  cio  nnn 
1D,D  iy,uuu 

3  7nc  An7 
o,  /UD,OU/ 

c  3  7  nr 
Do  /,UL 

■ 

■ 

349 

393 

Sundstrand  IDec) 

895,314 

961,573 

805,200 

69,3C 

486 

■ 

■ 

Super  Food  Services  (Aug) 

132,901 

1,128,511 

28,116 

3,6:1 

102 

296 

396 

Super  Valu  Stores  (Feb) 

857,195 

5,197,081 

952,718 

68,0J 

10  1 

ioi 

2  in 
6 1U 

□  O 

110 

1  lo 

Superior  Oil  (Dec) 

A  O0 1  11C 

4,yyo,zoD 

t  n/i  n  c  i  o 
Z,U4U,D  1 0 

1  A/in 
o,ooZ,UoU 

1  T  3  /I  "  1 

ZZo,  4^  I 

1  Ofi 

Supermarkets  Ceneral  (fan) 

AO  1  7A1 

oy  i,  /oi 

1  0 Al  11Q 
0,Z4  /  ,000 

3TQ  QA5 

ozy,yoo 

17  Acl 
O  /  ,0;H 

260 

■ 

■ 

Swift  Independent  (Oct) 

258,662 

2,488,159 

131,145 

25,3; 

352 

342 

■ 

Sysco  (lune) 

435,556 

1,713,393 

820,01 1 

34,20 

■ 

■ 

490 

■ 

Tampax  (Dec) 

206,333 

287,532 

565,061 

43,3: 

Lyo 

1 

Tandem  Computers  (Sept) 

OO  /,ooo 

3  10  1/13 

0 1 Z,  1 4o 

OA/1  7n7 

yo4,  /u/ 

TO  01 

O  D4 

in/Inn  /Can*\ 

l  anuon  ^sept) 

1  CA  1  A  7 
1  DO,  14/ 

i  cn  /ion 
1  DU,4yu 

70/1  A  1  Q 

/y4,o  1  y 

1  C  7' 

1  D,  f \ 

313 

31 

117 

Tandv  (June) 

1,227,644 

2,032,555 

5,297,031 

224,01 

■ 

■ 

487 

TECO  Energy  (Dec) 

1,432,185 

599,905 

444,133 

47,9' 

■ 

467 

257 

346 

Tektronix  (May) 

1,042,287 

1,195,748 

1,095,056 

79,4: 

■ 

A  7Q 
4/0 

■ 

Tele-Communications  (Dec) 

yio,o/o 

con  1/  ^ 
boll, .504 

T  f\  At 

1  C  1 
ID  1 

1  A  O 

O  1 

gc 
OD 

l"T,.l, I  \ . .  1 

1  eledyne  (Uec) 

c  cci  Qnn 

a  n]o  Qnn 
4,Ujy,rs(JU 

1  A71 

Zijy,3< 

46 

25 

41 

19 

Tenneco  (Dec) 

17,377,890 

14,978,614 

4,413,036 

819,01 

■ 

265 

■ 

474 

Tesoro  Petroleum  (Sept) 

840,269 

2,439,853 

231,323 

50,1 

25 

5 

19 

11 

Texaco  (Dec) 

27,114,000 

46,986,000 

8,033,829 

1,281,0- 

■ 

395 

■ 

■ 

Texas  Air  (Dec) 

1,191,976 

1,516,320 

138,976 

-48,9 

195 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) 

4,717,155 

549,476 

249,306 

42,5 

44 

342 

238 

164 

Texas  Commerce  Bancshares  (Dec) 

18,217,000 

1,798,000 

1,188,936 

170,01 

203 

89 

187 

171 

Texas  Eastern  (Dec) 

4,541,537 

5,654,353 

1,499,648 

161,31 

491 

234 

■ 

255 

26Texas  Gas  (Dec) 

1,827,618 

2,877,590 

539,423 

113,4 

365 

131 

76 

201 

Texas  Instruments  (Dec) 

2,631,400 

4,326,600 

3,184,151 

144,0 

Not  on  500  ii.st 


'Figures  include  unconsolidated  subsidiaries 
20Formerlv  Texas  Gas  Transmission. 
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 Share  data:  1982  

Cash 

Shares 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

[000) 

traded 

symbol 

earnings 

J-/1  V  IUEUU9 

(Dec.  31) 

hpsnniiartprc 

llCdUVJUdllCIS 

(000) 

l~nipf  PVPPiitivp 
V  IIIU  CACLUUVC 

235,490 

36,108 

NYSE 

SLC 

3.02 

0.77 

25% 

Dallas,  Tex 

49.8 

John  P  Thompson 

119,203 

43,875 

NYSE 

SRO 

0.64 

0.08 

15'/8 

Fort  Worth,  Tex 

0.5 

Jon  Brumley 

33,104 

7,171 

NASDAQ 

SOTR 

3.14 

1.06 

15 

Birmingham,  Ala 

2.4 

Wallace  D  Malone  Jr 

72,084 

22,352 

NYSE 

LUV 

1.60 

0.16 

•  265/s 

Dallas,  Tex 

2.5 

Herbert  D  Kelleher 

81  747 

15  378 

NYSE 

SWB 

4.31 

1.20 

24  Vi 

Uni  ictrin  Tpv 
r  it  (Uo  itjii,  1  ca 

4.3 

Inhn  T  Patpr 

Ml. Ill    1    \  dlt  1 

109,210 

34,987 

NYSE 

SPS 

2.02 

1.53 

16% 

Amarillo,  Tex 

2.3 

Berl  M  Springer 

322,700 

45,397 

NYSE 

SY 

5.25 

1.92 

33% 

New  York,  NY 

90.6 

Gerald  G  Probst 

111,474 

27,640 

NYSE 

SQD 

2.61 

1.84 

34% 

Palatine,  111 

21.7 

Mitchell  P  Kartalia 

182,504 

51,460 

NYSE 

SQB 

3.01 

1.28 

44  lA 

Princeton,  N| 

23.5 

Richard  M  Furlaud 

1  35  597 

22,191 

NYSE 

STA 

2.75 

0.80 

19 

Decatur,  111 

4.4 

Donald  F  \11rrll11nH 

2,730,000 

341,229 

NYSE 

SD 

4.03 

2.40 

32 

San  Francisco,  Cal 

42.5 

George  M  Keller 

3,915,000 

292,184 

NYSE 

SN 

6.25 

2.80 

39% 

Chicago,  111 

58.2 

John  E  Swearingen 

1  2,973,000 

247,261 

NYSE 

SOH 

7.63 

2.55 

35% 

Cleveland,  Ohio 

53.3 

Alton  W  Whitehouse  Jr 

66,728 

26,896 

NYSE 

SWK 

1.40 

0.76 

24'A 

New  Britain,  Conn 

15.5 

Donald  W  Davis 

68  394 

8,602 

NASDAQ 

STBK 

5.88 

0.78 

275/s 

Boston,  Nlass 

3.7 

W  illi  tm  S  FHpprlv 
>r  11110111    '  luliii  y 



327,472 

44,068 

NYSE 

STF 

2.81 

1.41 

23  Vi 

Westport,  Conn 

11.6 

H  Barclay  Morley 

175,932 

60,784 

NYSE 

STY 

2.17 

1.06 

22  Vi 

New  York,  NY 

24.8 

Dr  W  Clarke  Wescoe 

80,927 

14,479 

NYSE 

STN 

1.54 

1.20 

21  Vi 

New  York,  NY 

35.9 

Whitney  Stevens 

64,489 

7,117 

NYSE 

SW 

7.55 

1.85 

A6V1 

New  York,  NY 

15.0 

Raymond  C  Foster 

66  491 

5,121 

NYSE 

SHP 

6.87 

1.12 

541/2 

Boston  Mass 

29.0 

Avratti  T  finlHhprp 

It  1  .1  1 1 1  | 

190,466 

34,125 

NYSE 

STK 

1.84 

none 

21% 

Louisville,  Colo 

15.5 

Jesse  I  Aweida 

35,540 

4,772 

NASDAQ 

SUBC 

3.95 

1.68 

21% 

Bethesda,  Md 

1.8 

Robert  F  Tardio 

15,519 

4,091 

NASDAQ 

SUMI 

1.68 

1.16 

12'/4 

San  Francisco,  Cal 

1.7 

Teruhisa  Shimizu 

62,070 

15,258 

NYSE 

SU 

2.66 

1.02 

22V8  • 

Orlando,  Fla 

5.3 

Joel  R  Wells  Jr 

i    1  954  000 

118  107 

NYSE 

SUN 

4.49 

2.25 

31% 

Radnor,  Pa 

43.3 

ThpnHnrp  A  Rnrtiv 

123,476 

18,300 

NYSE 

SNS 

3.77 

1.80 

44 

Rockford,  111 

14.6 

Evans  W  Erikson 

7,225 

1,562 

ASE 

SFS 

1.70 

0.46 

18 

Dayton,  Ohio 

1.9 

Jack  Twyman 

j  112,140E 

36,820 

NYSE 

svu 

1.85 

0.52 

25% 

Eden  Prairie,  Minn 

20.0 

Michael  W  Wright 

941,782 

127,376 

NYSE 

soc 

1.75 

0.20 

28% 

Houston,  Tex 

6.8 

Frederic  C  Ackman 

95,092 

8,799 

NYSE 

SGL 

4.38 

0.64 

371/2 

Woodbridge,  NJ 

30.5 

Leonard  Lieberman 

|  31,751 

4,996 

ASE 

SFT 

5.07 

1.04 

26'/4 

Chicago,  111 

6.0 

John  A  Copeland 

50,636 

20,892 

NYSE 

SYY 

1.71 

0.26 

39% 

Houston,  Tex 

6.6 

John  F  Woodhouse 

48,208 

11,245 

NASDAQ 

TPAX 

3.84 

2.65 

50% 

Lake  Success,  NY 

2.7 

Edwin  H  Shutt 

49,972 

38,018 

NASDAQ 

TNDM 

0.76 

none 

25% 

Cupertino,  Cal 

3.6 

James  G  Treybig 

18,745 

50  452 

NASDAQ 

TCOR 

Q.37 

15% 

Chatcwiirtn  (""^l 

1.8 

Sin  111"  I  1!  TanHnn 

260,840 

104,375 

NYSE 

TAN 

2.17 

none 

50% 

Fort  Worth,  Tex 

28.5 

John  V  Roach 

150,571 

21,404 

NYSE 

TE 

2.49 

1.84 

20% 

Tampa,  Fla 

2.9 

Hugh  L  Culbreath 

144,690 

18,962 

NYSE 

TEK 

4.25 

1.00 

57% 

Beaverton,  Ore 

23.6 

Earl  Wantland 

70,054 

20,914 

NASDAQ 

TCOMA 

0.47 

none 

.  27% 

Englewood,  Colo 

3.2 

John  C  Malone 

356  500 

90  658 

NYSE 

TDY 

14.01 

129% 

T  ni  Anuplpt;  (""al 

45.5 

Hi'nrv  t  ^inolptnn 

2,240,607 

136,310 

NYSE 

TGT 

5.74 

2.63 

32% 

Houston,  Tex 

99.8 

James  L  Ketelsen 

119,724 

13,708 

NYSE 

TSO 

2.90 

0.40 

16% 

San  Antonio,  Tex 

3.6 

Robert  V  West  Jr 

5  2,691,000 

258,115 

NYSE 

TX 

4.92 

3.00 

31% 

White  Plains,  NY 

63.5 

John  K  McKinley 

-32,801 

12  682 

ASE 

TEX 

-7.27 

0. 16 

10% 

J— I  ni  1  c  1"  0  y~i  Tpv 

nuusiuiiy  1  ca 

13.8 

Franncrn  A  T  nrpn  ?n 

1  1  .1  1  1  L  1  >  V.  ' )  -\  Ll.Mtllt.VJ 

67,782 

8,825 

NYSE 

TXA 

4.82 

1.32 

28l/4 

Fort  Worth,  Tex 

3.1 

Lewis  H  Bond 

254,000 

31,811 

NYSE 

TCB 

5.35 

1.10 

37% 

Houston,  Tex 

7.7 

Ben  F  Love 

509,393 

25,856 

NYSE 

TET 

6.28 

3.95 

58 

Houston,  Tex 

6.2 

I  David  Bufkin 

252,763 

20,260 

NYSE 

TXG 

5.49 

2.02 

26% 

Owensboro,  Ky 

9'.8 

Dennis  R  Hendrix 

482,500 

23,652 

NYSE 

TXN 

6.10 

2.00 

134% 

Dallas,  Tex 

81.9 

Mark  Shepherd  Jr 

,  All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983. 

;  E:  Estimate 
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The  Dimensions  of  American  Business 


-Where  they 

rank:  1982 — 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  profi 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

384 

328 

75 

104 

Texas  Oil  &  Gas  (Aug) 

2,462,897 

1,878,557 

3,241,1 18 

247  09." 

92 

200 

89 

43 

Texas  Utilities  (Dec) 

8,021,407 

3,238,025 

2,683,277 

4?K  64(i 

457 

227 

347 

328 

Textron  (Dec) 

2,038,200 

2,936,000 

812  013 

84  40C 

301 

■ 

■ 

■ 

Third  National  (Dec) 

3,134,560 

374,981 

121,822 

27,02; 

■ 

488 

■ 

■ 

Thrifty  Corp  (Aug) 

390,973 

1,126,203 

185,431 

18,302 

g 

■ 

■ 

383 

Tidewater  (Mar) 

654,119 

466,341 

425,570 

71  46£ 

388 

409 

■ 

■ 

Tiger  International  (Dec) 

2,454,377 

1,446,008 

143,956 

-136  22.: 

324 

176 

83 

190 

Time  Inc  (Dec) 

2,896,337 

3,564,328 

2,958,928 

1 53, 1 1 e 

440 

298 

116 

209 

Times  Mirror  (Dec) 

2,135,594 

2,200,399 

2,131,416 

139,871 

■ 

■ 

482 

■ 

Timken  (Dec) 

1,014,760 

1,014,361 

573,272 

-3,00 : 

442 

■ 

■ 

273 

Toledo  Edison  (Dec) 

2,121,868 

481,725 

550,683 

105, 53^ 

312 

■ 

■ 

367 

27Torchmark  (Dec) 

3,036,888 

947,822 

490,941 

7537; 

■ 

183 

■ 

244 

Tosco  (Dec) 

1,298,067 

3,465,964 

206,046 

]20,9K 

■ 

■ 

197 

410 

Toys  "R"  Us  llan) 

559,008 

1,041,735 

1,428,980 

64,16: 

259 

105 

442 

■ 

Trans  World  (Dec) 

3,535,520 

5,107,863 

638,087 

29,92! 

72 

132 

190 

154 

Transamerica  (Dec) 

10,423,338 

4,326,295 

1,472,017 

180,781 

238 

157 

462 

213 

28Transco  Energy  (Dec) 

3,866,224 

3,869,329 

607,261 

136,95: 

434 

■ 

■ 

■ 

TRANSOHIO  Financial  (Dec) 

2,175,609 

217,282 

21,279 

-24,25) 

24 

36 

127 

75 

Travelers  (Dec) 

27,988,700 

11,380,700 

2,026,066 

309,901 

206 

■ 

■ 

463 

Trust  Company  of  Georgia  (Dec) 

4,510,559 

481,512 

377,127 

52,48 

303 

103 

102 

142 

TRW  (Dec) 

3,124,847 

5,131,872 

2,389,191 

196,26i 

■ 

■ 

497 

358 

Tucson  Electric  Power  (Dec) 

1,602,215 

343,774 

560,365 

76,43' 

■ 

293 

■ 

■ 

Turner  Construction  (Dec) 

476,743 

2,235,902 

57,257 

10,73 

201 

99 

290 

■ 

UAL  (Dec) 

4,578,894 

5,319,709 

984,533 

10,95 

456 

392 

191 

241 

Union  Camp  (Dec) 

2,045,012 

1,526,014 

1,466,726 

124,02. 

70 

47 

54 

76 

Union  Carbide  (Dec) 

10,615,600 

9,061,500 

3,709,340 

309,70 

197 

459 

242 

132 

Union  Electric  (Dec) 

4,630,797 

1,217,705 

1,160,693 

205,46 

87 

40 

37 

21 

Union  Oil  Company  of  California  (Dec) 

8,51 1,300 

10,390,400 

4,623,245 

804,00 

79 

84 

29 

69 

Union  Pacific  (Dec) 

9,999,010 

5,818,325 

5,372,993 

326,75 

■ 

321 

■ 

■ 

Uniroyal  (Dec) 

1,380,920 

1,969,448 

315,100 

25,59 

260 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

3,522,248 

414,670 

142,290 

21,40 

■ 

152 

■ 

■ 

United  Brands  (June) 

1,265,262 

3,972,506 

103,845 

2,79 

321 

94 

377 

158 

United  Energy  Resources  (Dec) 

2,926,060 

5,561,826 

754,618 

178,64 

■ 

■ 

■ 

403 

United  Illuminating  (Dec) 

982,852 

436,730 

272,697 

65,75 

287 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

3,232,127 

331,069 

105,675 

18,13 

348 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

2,718,799 

225,264 

139,886 

29,18 

144 

■ 

■ 

467 

U  S  Bancorp  (Dec) 

5,756,309 

690,125 

320,706 

52,0f; 

■ 

432 

334 

■ 

United  States  Gypsum  (Dec) 

1,135,443 

1,324,838 

839,108 

43, 8S 

■ 

448 

474 

425 

United  States  Shoe  (Jan) 

590,407 

1,254,138 

585,626 

60,11 

42 

18 

113 

■ 

United  States  Steel  (Dec) 

19,432,000 

18,375,000 

2,144,058 

-361,0C 

■ 

■ 

432 

447 

U  S  Tobacco  (Dec) 

332,758 

320,448 

648,306 

55,3^ 

423 

■ 

■ 

■ 

U  S  Trust  (Dec) 

2,255,520 

250,948 

141,750 

15,3(1 

93 

28 

80 

44 

United  Technologies  (Dec) 

7,993,376 

13,577,129 

3,074,738 

426,8; 

190 

268 

153 

136 

United  Telecommunications  (Dec) 

4,753,696 

2,419,169 

1,699,037 

201,56 

187 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

4,847,711 

524,408 

288,825 

41,2: 

■ 

449 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

419,319 

1,252,646 

231,691 

34,2: 

463 

335 

200 

236 

Upjohn  (Dec) 

2,013,985 

1,835,625 

1,401,777 

126,0: 

■ 

443 

423 

428 

USAir  Group  (Dec) 

1,062,250 

1,273,012 

659,447 

59,11 

174 

284 

215 

254 

USF&G  (Dec) 

5,079,268 

2,305,973 

1,307,299 

114.K 

■  Not  on  500 

list. 

"  Formerly  Liberty  National  Insurance  Holding 

"Formerly  Transco  Companies. 
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Share  data:  1982- 


Cash 

Shares 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

($000) 

1000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

551,253 

95,327 

NYSE 

TXO 

2.59 

0.26 

34 

Dallas,  Tex 

3.4 

Forrest  E  Hoglund 

OoU,i+UO 

114  1  ft9 

1  It,  1  *J£* 

IN  I  JL 

TXU 

3  85 

2.00 

231/2 

1 1 1  ■)  Tpv 

'.       -  1 .1  \    X  CA 

16  1 

1    LOUIS  r\U5llIl  JI 

135,600 

34,190 

NYSE 

TXT 

2.30 

1.80 

23% 

Providence,  RI 

45.0 

Robert  P  Straetz 

50,669 

5,601 

NASDAQ 

TDAT 

4.83 

1.15 

21% 

Nashville,  Tenn 

3.1 

Charles  J  Kane 

36,141 

9,956 

NYSE 

TFD 

1.84 

0.80 

18% 

Los  Angeles,  Cal 

14.0 

Leonard  H  Straus 

144,295 

16,527 

NYSE 

TDW 

4.12 

0.88 

25% 

New  Orleans,  La 

4.0 

John  P  Laborde 

— O  /  ,30*+ 

16  936 

NYSE 

TGR 

-8.04 

8  Vi 

T  nc  Antrplpc  f^al 

13.6 

Uf-iiinp  M  Hnfrmsn 
vvdyiic  ifX  rxuxxixxaxx 

299,709 

56,766 

NYSE 

TL 

2.45 

1.00 

52 '/s 

New  York,  NY 

25.5 

J  Richard  Mumo 

256,380 

34,171 

NYSE 

TMC 

4.09 

2.00 

62% 

Los  Angeles,  Cal 

27.2 

Robert  F  Er bum 

80,238 

11,296 

NYSE 

TKR 

-0.27 

3.00 

50% 

Canton,  Ohio 

18.2 

William  R  Timken  Jr 

129,273 

26,223 

NYSE 

TED 

3.18 

2.36 

21 

Toledo,  Ohio 

2.4 

John  P  Williamson 

51  7  TOO 
oil  ,L\jy 

18  792 

NYSE 

TMK 

4.01 

1.50 

26  Va 

Ri  rm  inona  m  Ala 

6.2 

Friii If  P  ^ am f orH  Ir 
ildllK  c    ijnllJlUKU  JI 

146,331 

18,521 

NYSE 

TOS 

5.48 

1.00 

11  Vt 

Los  Angeles,  Cal 

3.1 

Morton  M  Winston 

78,348 

35,067 

NYSE 

TOY 

1.75 

none 

40% 

Rochelle  Park,  NJ 

10.9 

Charles  Lazarus 

276,221 

22,389 

NYSE 

TW 

0.25 

none 

28  Vi 

New  York,  NY 

94.7 

L  Edwin  Smart 

650,951 

62,974 

NYSE 

TA 

2.86 

1.43 

23% 

San  Francisco,  Cal 

27.6 

James  R  Harvey 

JiJ,Ult 

23  698 

NYSE 

£ 

5.26 

1.80 

25% 

Hniicf  nn  Tpv 

3.2 

VV  111  Id  ill  1  DUWCU 

-22,388 

3,783 

NYSE 

TFC 

-6.41 

none 

5% 

Cleveland,  Ohio 

0.7 

Warner  B  Bishop 

3,059,300 

83,982 

NYSE 

nc 

3.67 

1.64 

24'/a 

Hartford,  Conn 

29.1 

Edward  H  Budd 

80,702 

14,985 

NASDAQ 

TRGA 

3.54 

0.85 

25% 

Atlanta,  Ga 

4.5 

Robert  Strickland 

268,359 

35,330 

NYSE 

TRW 

5.49 

2.55 

67% 

Cleveland,  Ohio 

88.5 

Ruben  F  Mettler 

9 no  <;on 

22  641 

NYSE 

TEP 

3.11 

1.92 

24% 

1.2 

ThpnHnrp  M  Wpln 
1  iicuuurc  itx  tvciu 

13,940 

1,862 

ASE 

TUR 

5.43 

1.80 

30% 

New  York,  NY 

2.5 

Walter  B  Shaw 

383,202 

29,610 

NYSE 

UAL 

0.36 

none 

33  lA 

Elk  Grove  Township,  111 

57.0 

Richard  J  Ferris 

271,446 

24,344 

NYSE 

UCC 

5.10 

3.00 

60% 

Wayne,  Nf 

16.0 

Peter  J  McLaughlin 

714,400 

70,153 

NYSE 

UK 

4.47 

3.40 

52% 

Danbury,  Conn 

106.7 

Warren  M  Anderson 

181  397 

84  414 

NYSE 

UEP 

2.17 

1.58 

13% 

Ol  LUU19,  ivlVJ 

7.2 

Pnarlpc  I  Dnn onPTtv 
v^iidi its  f  i/uugiici  1  y 

1,987,100 

173,643 

NYSE 

UCL 

4.63 

1.00 

26% 

Los  Angeles,  Cal 

19.7 

Fred  L  Hartley 

788,137 

114,319 

NYSE 

UNP 

3.38 

1.80 

47 

New  York,  NY 

28.0 

William  S  Cook 

77,140 

26,817 

NYSE 

R 

0.78 

none 

11% 

Middlebury,  Conn 

22.7 

Joseph  P  Flannery 

48,975 

9,180 

NASDAQ 

UBKS 

2.19 

1.00 

lSVi 

Denver,  Colo 

3.2 

N  Berne  Hart 

31  510 

12  217 

NYSE 

UB 

0.06 

0.35 

8'/2 

New  York  NY 

1NCW     1  'Mr.,    IN  X 

48.5 

tiiv  m  fi  1 1  r  W  ll  fitpin 

3t  y  11IUUI  /Till 3 IG11I 

<  398,659 

27,820 

NYSE 

UER 

6.42 

2.22 

27'/g 

Houston,  Tex 

4.1 

J  Hugh  Roff  Jr 

62,255 

10,694 

NYSE 

UIL 

5.39 

2.88 

25  Vi 

New  Haven,  Conn 

1.5 

John  D  Fassett 

31,850 

5,751 

NYSE 

UJB 

3.17 

1.15 

18% 

Princeton,  NJ 

2.9 

T  Joseph  Semrod 

42,887 

6,082 

NASDAQ 

UMSB 

4.84 

0.91 

23 

Kansas  City,  Mo 

2.0 

R  Crosby  Kemper 

'    119  767 

17  817 

NASDAQ 

USBC 

2.91 

0.99 

18 

Pnrrl  inn  C*\rf* 

5.5 

f n tin  A  Flnrri3C3 
|U1111  r\  dlUIIlaKa 

114,522 

16,616 

NYSE 

USG 

2.61 

2.40 

50  Vi 

Chicago,  111 

15.7 

Graham  J  Morgan 

78,950 

10,672 

NYSE 

USR 

5.43 

1.31 

547s 

Cincinnati,  Ohio 

24.5 

Philip  G  Barach 

620,000 

102,098 

NYSE 

X 

-3.75 

1.75 

21 

Pittsburgh,  Pa 

120.0 

David  M  Roderick 

69  818 

27,735 

NYSE 

UBO 

2.01 

0.93 

23% 

VI  1              W  IV/ 11,    s,.  (  1  1  1 1  1 

3.2 

I.nui<i  F  Rantle 

DUU13  X  uaiivit 

24,393 

4,500 

NASDAQ 

USTC 

3.42 

1.32 

31'/2 

New  York,  NY 

1.6 

Daniel  P  Davison 

|j  789,998 

54,300 

NYSE 

UTX 

6.73 

2.40 

56% 

Hartford,  Conn 

186.8 

Harry  J  Gray 

l|  639,299 

81,391 

NYSE 

UT 

2.49 

1.72 

207/s 

Westwood,  Kan 

29.8 

Paul  H  Henson 

68,475 

5,986 

NASDAQ 

UVBK 

7.21 

2.18 

48% 

Richmond,  Va 

4.8 

Joseph  A  Jennings 

43,853 

8,702 

NYSE 

UW 

3.93 

1.61 

26% 

Richmond,  Va 

14.0 

Gordon  L  Crenshaw 

1  191,562 

30,227 

NYSE 

UPI 

4.18 

2.28 

46% 

Kalamazoo,  Mich 

21.3 

Ray  T  Parfet  Jr 

Hi  146,753 

19,833 

NYSE 

U 

3.35 

0.12 

33% 

Washington,  DC 

10.9 

Edwin  I  Colodny 

800,199 

28,811 

NYSE 

FG 

3.98 

3.50 

45% 

Baltimore,  Md 

9.0 

Jack  Moseley 

All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983 
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The  Dimensions  of  American  Business 


- 

Where  they  rank:  1982  

Market  value 

Market            Net                                                                        Assets            Sales           of  common      Net  profit 
Assets             Sales              value            profits                          Company  (fiscal  year  end)               ($000)            l$000)              ($000)  ($000) 

293                    ■                    ■               350                                            USLIFE(Dec)    '        3,220,580           899,668           427,478  78,650 
345                    ■                 273               222                           Utah  Power  &  Light  (Dec)            2,736,488           782,070         1,066,569  133,443 

■  327                    ■               338                                    Valero  Energy  (Dec)             1,226,634        1,901,132           537,986  81,650 
110                    ■                    ■               473                              •    Valley  National  (Dec)            7,183,032           807,330           295,085  50,543 

■  ■                458                 ■                            Varian  Associates  (Sept)              524,141          691,199           610,852  26,500 

■  ■                431              301                                                VF(Dec)              455,983          879,528           648,820  91,623 
105                279                152                91                   Virginia  Electric  &  Power  (Dec)            7,359,356        2,360,770        1,718,071  278,589 
237                    ■■                  ■               Virginia  National  Bankshares  (Dec)            3,874,158           444,364           172,422  31,397 

■  ■                 453               450                               Vulcan  Materials  (Dec)               710,319           719,407           618,408  54,660 
116                   ■                   ■              457                                       Wachovia  (Dec)            6,916,367          809,757           490,971  53,432 

■  190                  68               240                                 Wal-Mart  Stores  (Jan)             1,188,000        3,347,743         3,352,199  124,140 

■  401                    ■                  ■                                        Waldbaum  (Dec)               273,134         1,491,363           100,947  16,825 

■  312                 320               445                                          Walgreen  (Aug)               616,434        2,039,496           858,559  56,064 

■  473                 53              268                           Wang  Laboratories  (June)            1,187,865        1,159,309        3,711,867  107,139 
298                151                114               100                   Warner  Communications  (Dec)            3,186,355        3,989,985        2,140,282  257,811 

323                199                109               160                               Warner-Lambert  (Dec)            2,906,357        3,245,967        2,253,418  174,970 
280                   ■                   ■                 ■                        Washington  National  (Dec)            3,289,737          914,300           264,054  24,602 

■  ■                363              465                              Washington  Post  IDec)              501,223          800,824           780,793  52,413 

■  ■                   *              427                   Washington  Water  Power  (Dec)            1,069,175          346,853          368,852  59,388 

■  ■                 98              270                          Waste  Management  IDec)            1,169,681          966,548        2,521,295  106,524 

27                 195                 448               211                                       Wells  Fargo  (Dec)           24,814,047        3,290,312           634,438  138,638 

■  ■                465                 ■                       Wendy's  International  (Dec)              455,958          604,290           595,910  44,102 

■  496                   ■                 ■                         West  Point-Pepperell  (Aug)              651,401        1,110,573           392,768  43,067 

■  ■                   ■              442    Western  Company  of  North  America  (Dec)            1,257,324          688,306          389,923  56,650 
369                   ■                   ■                 ■  "Western  Savings  &  Loan  Association  (Dec)            2,619,529          268,589            30,910  -38,656 

455                    ■                 271               335                                  Western  Union  (Dec)            2,045,119         1,024,950         1,071,494  82,312 
88                 44                 65                41                       Westinghouse  Electric  (Dec)            8,427,300        9,745,400        3,399,113  449,300 

■  408                 406               414                                          Westvaco  (Oct)             1,342,998         1,449,664           695,054  63,093 

■  323                    ■                  ■                                          Wetterau  (Mar)               327,061         1,957,198            137,083  1,849 
140                138                 38              208                                  Weyerhaeuser  IDec)            5,924,391        4,186,224        4,593,744  140,016 

■  287                 173               210                                         Whirlpool  (Dec)             1,261,642        2,271,305         1,593,813  139,015 

■  318                   ■                 ■            White  Consolidated  Industries  (Dec)            1,200,088        1,989,563           481,212  31.76C 
454                    ■                    ■                  ■                               Whitney  Holding  (Dec)            2,046,996           237,512           292,084  38,20C 

■  358                   ■              429                                       Whittaker  lOct)              919,664        1,673,604          363,600  58,68£ 
483                251                   ■                 ■                                     Wickes  Cos  (Jan)            1,912,98530      2,638,215            56,401  -248,68: 

■  ■                 479                  ■                         Willamette  Industries  (Dec)               966,328           928,745           575,423  5,343 
407                356                   ■                 ■                                  Williams  Cos  (Dec)            2,369,791        1,691,315           506,124  34,33c 

■  294                    ■                  ■                                    Wilson  Foods  (July)               284,836        2,232,600             56,451  12,905 

■  69                252              279                           Winn-Dixie  Stores  (June)            1,039,600        6,764,472         1,124,791  103,515 
410                436                376              227                   Wisconsin  Electric  Power  (Dec)            2,354,563        1,302,910           755,664  131,64; 

■  ■                    "               493                    Wisconsin  Power  &  Light  (Dec)               929,809           512,477           294,792  47,354 

■  435                    ■                  ■                                 Witco  Chemical  (Dec)               661,679         1,305,418           259,930  29,84: 
380                104                356                 ■                                F  W  Woolworth  (Jan)            2,489,000        5,124,000           792,422  -353,000 

■  ■                    ■               443                                 Wyman-Gordon  (Dec)               378,909           473,070           491,360  56,38« 
97                      59                       77                    d5                                                         Yprnv  (Tlprl               7  h«7  700          8  455  fiflfi           3  \&f\  186           49  3  701 

■  ■                    ■               290                                             Zapata  (Sept)             1,168,463           537,094           310,473  95,34) 

■  299                   ■                 a                                             Zayre(Jan)              747,649-       2,195,343           511,315  35,17. 

■  453                   ■                 ■                                   Zenith  Radio  (Dec)              682,900        1,239,200           272,119  -21,801 
498                   ■                   ■                 ■                 Zions  Utah  Incorporation  (Dec)            2,213,581          267,440           145,496  22,32. 

■  Not  on  500  list.                                                                   "Formerly  Western  Financial. 

.    30Assets  as  of  10/31/82. 

NA:  not  available. 

c 
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A  Summary  of  the  500s9  Rankings 


 Snare  data 

:  1982  

Snares 

VI  l  r  L'  »»  1 

Number  or 

flow 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

earnings  Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

210,325 

18,586 

NYSE 

USH 

o.DU 

U.OO 

23 

New  York,  NY 

4.0 

Gordon  E  Crosby  Jr 

226,615 

50,789 

NYSE 

UTP 

1  1A 
Z.Z4 

21 

Salt  Lake  City,  Utah 

4.4 

Harry  Blundell 

137,744 

22,185 

NYSE 

VLO 

o.Zl 

n  ia 

24'/4 

San  Antonio,  Tex 

1.9 

William  E  Greehey 

114,563 

16,862 

NASDAQ 

VNCP 

7  nn 
o.UU 

1  1  A 

17'/2 

Phoenix,  Anx 

7.0 

Roger  A  Lyon 

37,162 

18,868 

NYSE 

VAR 

1.48 

0.26 

32% 

Palo  Alto,  Cal 

12.7 

Thomas  D  Sege 

107,297 

16,374 

NYSE 

VFC 

i  in 

395/s 

Wyomissing,  Pa 

20.5 

Lawrence  R  Pugh 

612,873 

119,518 

NYSE 

VEL 

1  OQ 

1  .70 

1  c.i 

l  .JO 

14% 

Richmond,  Va 

12.2 

William  W  Berry 

48,798 

7,579 

NASDAQ 

VNAT 

4.Zo 

1  AC. 

1  -HO 

22% 

Norfolk,  Va 

4.7 

Clifford  A  Cutchins  III 

126,451 

11,452 

NYSE 

VMC 

A  71 

1  AA 

54 

Birmingham,  Ala 

5.9 

W  Houston  Blount 

78,068 

15,403 

NYSE 

WB 

3.33 

1.28 

31% 

Winston-Salem,  NC 

6.3 

John  G  Medlin  )r 

164,443 

67,212 

NYSE 

WMT 

1  0.1 
1  .OZ 

n  i7 

497/s 

Bentonville,  Ark 

43.5 

Sam  M  Walton 

35,353 

2,622 

NASDAQ 

WALD 

A  TO 

o.zy 

none 

38'/2 

Central  Islip,  NY 

6.5 

Ira  Waldbaum 

94,690 

30,594 

NYSE 

WAG 

1  G7 

I. of 

n  ex 

28 '/s 

Deerfield,  111 

31.0 

Charles  R  Walgreen  III 

189,012 

125,826 

ASE 

WAN  B 

n 

n  07 

29'/2 

Lowell,  Mass 

17.7 

An  Wang 

352,490 

63,889 

NYSE 

WCI 

3.96 

1.00 

33  Vi 

New  York,  NY 

22.1 

Steven  J  Ross 

244,401 

79,767 

NYSE 

WLA 

i  in 
z.zu 

1  AC\ 

1  .fu 

28 '/4 

Morris  Plains,  NJ 

43.5 

Ward  S  Hagan 

201,359 

10,833 

NYSE 

WNT 

1  CY7 

1  Oft 
I  .Uo 

24% 

Evanston,  111 

6.1 

Stanley  P  Hutchison 

81,302 

14,132 

ASE 

WPO  B 

1  7C\ 

O.fU 

n  ^a 

U.oo 

55'A 

Washington,  DC 

5.4 

Katharine  Graham 

69,194 

17,776 

NYSE 

WWP 

1  1  7 

O.I/ 

Z.fU 

20% 

Spokane,  Wash 

1.4 

Wendell  J  Satre 

197,952 

47,127 

NYSE 

WMX 

2.40 

0.46 

53'/2 

Oak  Brook,  111 

14.3 

Dean  L  Buntrock 

275,650 

23,607 

NYSE 

WFC 

j.ol 

i  .yz 

26% 

San  Francisco,  Cal 

17.8 

Carl  E  Reichardt 

74,047 

40,746 

NYSE 

WEN 

1    1  1 

U-ZU 

14% 

Dublin,  Ohio 

27.5 

Robert  L  Barney 

83,849 

10,235 

NYSE 

WPM 

A  07 

1  £0 

38% 

West  Point,  Ga 

22.0 

Joseph  L  Lanier  Jr 

131,109 

43,935 

NYSE 

WSN 

JLiJtf 

n  ia 

8% 

Fort  Worth,  Tex 

6.4 

John  A  Fanning 

-34,296 

2,078 

ASE 

WFN 

-19.52 

none 

14% 

Phoenix,  Ariz 

1.1 

Gary  H  Driggs 

229,120 

23,944 

NYSE 

WU 

1  Id 

1  AC\ 

44% 

Upper  Saddle  River,  NJ 

15.0 

Robert  M  Flanagan 

746,800 

87,437 

NYSE 

WX 

c;  l  A 
O.  lo 

i  en 

1  .oU 

38% 

Pittsburgh,  Pa 

145.3 

Robert  E  Kirby 

173,038 

26,862 

NYSE 

W 

1  d.0 

l  .zu 

25% 

New  York,  NY 

14.9 

David  L  Luke  III 

16,011 

7,669 

NASDAQ 

WETT 

n  ic, 

U.Zo 

U.oU 

17% 

Hazelwood,  Mo 

4.6 

Ted  C  Wetterau 

573,258 

127,604 

NYSE 

WY 

0.90 

1.30 

36 

Tacoma,  Wash 

41.8 

George  H  Weyerhaeuser 

232,522 

36,430 

NYSE 

WHR 

1  0.1 
o.oo 

1  A^ 
1  -DO 

43% 

Benton  Harbor,  Mich 

19.1 

Jack  D  Sparks 

86,021 

13,367 

NYSE 

wsw 

o  i  n 
Z.  1  u 

1  .oU 

36 

Cleveland,  Ohio 

24.4 

Roy  H  Holdt 

52,800 

2,132 

OTC 

1  /  .00 

7 

/  .oU 

137 

New  Orleans,  La 

0.9 

Patrick  A  Delaney 

80,528 

14,400 

NYSE 

WKR 

1  77 

l  ah 

1  .OU 

25% 

Los  Angeles,  Cal 

17.2 

Joseph  F  Alibrandi 

NA 

14,555 

NYSE 

qwlx 

-17.12 

none 

3% 

Santa  Monica,  Cal 

34.8 

Sanford  C  Sigoloff 

72,788 

15,243 

NASDAQ 

WMTT 

n 

l.oU 

37% 

Portland,  Ore 

8.2 

William  Swindells  Jr 

163,257 

29,772 

NYSE 

WMB 

1  1  C 

i  on 
l  .zu 

17 

Tulsa,  Okla 

6.6 

Joseph  H  Williams 

25,799 

5,865 

NASDAQ 

WILF 

1  G.Z 

none 

9% 

Oklahoma  City,  Okla 

9.1 

Kenneth  J  Griggy 

215,226 

25,135 

NYSE 

WIN 

4.18 

2.28 

44% 

Jacksonville,  Fla 

63.8 

A  Dano  Davis 

260,026 

33,216 

NYSE 

WPC 

3.60 

1.90 

22% 

Milwaukee,  Wise 

6.2 

Charles  S  McNeer 

107,151 

12,283 

NYSE 

WPL 

3.51 

2.20 

24 

Madison,  Wise 

2.4 

James  R  Underkofler 

76,176 

9,452 

NYSE 

WIT 

3.15 

1.80 

27'/2 

New  York,  NY 

8.1 

William  Wishnick 

638,000 

30,625 

NYSE 

Z 

-11.71 

1.80 

25% 

New  York,  NY 

152.1 

John  W  Lynn 

79,310 

19,269 

NASDAQ 

WYMN 

2.95 

0.80 

25  Vi 

Worcester,  Mass 

3.8 

Joseph  R  Carter 

1,538,300 

84,714 

NYSE 

XRX 

5.00 

3.00 

37% 

Stamford,  Conn 

1 13.9 

David  T  K earns 

i  206,272 

19,106 

NYSE 

ZOS 

4.73 

0.72 

16'/4 

Houston,  Tex 

5.3 

Ronald  C  Lassiter 

1  68,543 

8,331 

NYSE 

ZY 

4.74 

0.38 

61% 

Framingham,  Mass 

33.0 

Maurice  Segall 

6,700 

18,930 

NYSE 

ZE 

-1.15 

0.15 

14% 

Glenview,  111 

26.0 

Revone  W  Kluckman 

t  35,946 

5,596 

NASDAQ 

ZION 

3.75 

0.91 

26 

Salt  Lake  City,  Utah 

1.5 

Roy  W  Simmons 

All  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  9,  1983. 

General  notes:  1)  List  includes  U.S. -based  publicly  owned  companies.  2)  Sales  figures  exclude  excise  taxes  3)  Market  value  is  derived  by  multiplying  the  Dec.  31,  1982  closing 

price  of  the  common  stock  by  the  number  of  shares  outstanding  at  that  date 

4)  Net  profits,  cash  flow  and  primary  earnings  per  share  include  discontinued  operations  before 

extraordinary  items.  Companies  with  insurance  operations  exclude  realized  gains  or  losses.  5)  Cash  flow  is  total  funds  provided  from  operations.  6)  Indicated  dividend  is  shown 

for  companies  formed  due  to  merger.  7)  1982  figures  were  used  for  those  February  fiscal-year  companies  for  which  1983  results  were  not  available  at  press  time 
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Excellence  is  achieved  only  through  consistency  and  innovation. 
And  drive. 


There  are  times  when  the  odds  against 
reaching  certain  levels  of  excellence 
seem  staggeringly  high.  Times  when  peo- 
ple working  together  with  drive  and 
common  purpose  can  mean  the  difference 
between  success  and  failure. 

The  Wilmington  Medical  Center  ur- 
gently needed  financing  for  a  new 
$160-  million  research  and  teaching  hospi- 
tal— at  a  time  of  historically  high 
interest  rates. 

Working  with  the  major  banks  of 
Delaware,  Bankers  Trust  invited  18  corre- 
spondent banks  nationwide  to 
participate  in  a  unique  lending  arrange- 


ment—  one  which  offered  the  flexibility 
of  favorable  medium-term  rates  and  the 
security  of  long-term  banking  financing. 

Our  relationship  manager  mobilized 
experts  in  our  domestic  participations, 
municipal  securities  and  corporate  trust 
units.  The  result:  an  innovative  solution 
reducing  the  medical  center's  financing 
costs  by  several  hundred  basis  points. 

We  succeeded  not  only  in  putting  a 
hospital  up,  but  also  in  keeping  interest 
costs  down. 

It  is  this  kind  of  performance  into 
which  our  philosophy  translates.  Per- 


formance which  makes  Bankers  Trust 
stand  out  in  our  industry.  And  the  kind 
of  performance  which  helps  make  our 
clients  first  in  theirs. 


BankersTrust 
Company 

Worldwide 
An  international  banking  network 
in  over  35  countries. 
280  Park  Avenue,  New  York,  N.Y.  10017 

Mcmhei  FPIC  O  Bjnker*  Tru>t  Company. 


Ranking  The  Forbes  500s — Jobs  And  Productivity 


The  country's  808  largest  companies  cut  nearly  three-quarters  of 
a  million  jobs  from  their  payrolls  in  1982.  Has  the  bottom  been 
reached  in  a  long  and  difficult  downsizing? 

Productivity  is 
painful 


T|  he  tables  that  follow  rank  the  808  companies  that 
appear  on  one  or  more  of  The  Forbes  500s  lists  by 
the  number  of  people  they  employ,  the  assets  that 
stand  behind  those  employees,  and  the  sales  and  profits,  on 
average,  each  of  them  produces. 

Overall,  these  808  big  companies  employed  21 .6  million 
people,  or  one  out  of  every  five  working  Americans,  and  in 
1982  they  cut  743,000  jobs  from  their  payrolls. 
Here's  a  look  at  the  year-to-year  comparisons: 


1988 

1981 

Change 

Total  jobs: 

21,611,700 

22,355,000 

-3.3% 

Average  sales 

per  employee: 

$193,500 

$184,600 

+  4.8% 

Average  profits 

per  employee: 

$  10,000 

$  10,200 

-2.0% 

Average  assets 

per  employee: 

$628,300 

$576,800 

+  8.9% 

The  most  important  numbers  are  in  the  last  three  col- 
umns of  each  company  listing,  showing  sales,  profits  and 


Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


1 

American  Tel  &  Tel  1,015.9 

64.1  (713) 

6.9  (387) 

145.9  (405) 

2 

General  Motors 

657.0 

91.4  (552) 

1.5  (673) 

63.0  (589) 

3 

Sears,  Roebuck 

401.8 

74.7  (639] 

2.1  (637)- 

91.2  (495) 

4 

Ford  Motor 

379.2 

97.7  (514) 

-1.7  (759) 

57.9  (623) 

5 

General  Electric 

367.0 

72.2  (658) 

5.0  (467) 

58.9  (614) 

6 

IBM 

359.9 

95.5  (526) 

12.3  (216) 

90.4  (497) 

L7 

Intl  Tel  &  Tel 

303.5 

72.2  (658) 

2.3  (624) 

96.1  (480) 

8 

K  mart 

245.0 

68.5  (681) 

1.1  (698) 

30.0  (756) 

9 

GTE 

200.0 

60.3  (731) 

4.2  (497) 

111.5  (452) 

10 

Mobil 

197.2 

304.0  |  83) 

7.0  (380) 

184.8  (377) 

11 

United  Technologies 

186.8 

72.7  (654) 

2.3  (624) 

42.8  (691) 

12 

J  C  Penney 

176.0 

64.9(710) 

2.2  (629) 

45.1  (679) 

13 

Exxon 

173.0 

561.7(32) 

24.2  (  96) 

360.0  (328) 

14 

E  I  du  Pont 

171.1 

194.1  (218) 

5.2  (460) 

142.3  (408) 

15 

Safeway  Stores 

156.9 

112.4  (442) 

1.0  (705) 

24.8  (781) 

16 

F  W  Woolworth 

152.1 

33.7  (797) 

-2.3  (762) 

16.4  (803) 

17 

Westinghouse  Elec 

145.3 

67.1  (689) 

3.1  (572) 

58.0  (622) 

18 

Eastman  Kodak 

136.5 

79.3  (619) 

8.5  (323) 

77.8  (540) 

19 

Goodyear 

131.1 

66.3  (694) 

1.9  (649) 

39.6  (710) 

assets  per  employee.  They  can  give  a  rough  idea  of  how 
well  each  business  uses  its  people.  But  be  careful  about 
extremes  at  either  end,  which  can  be  misleading.  Banks, 
for  example,  will  show  high  per-employee  assets,  while 
energy  companies  ordinarily  will  have  greater  per-employ- 
ee sales  and  profits  figures  than  labor-intensive  businesses 
like  retailers.  The  best  way  to  use  these  tables  is  to 
compare  companies  in  the  same  business  and  with  rough- 
ly the  same  per-worker  asset  base. 

Of  those  21.6  million  workers,  about  one  in  five  is 
employed  by  the  top  ten  companies  on  the  list.  In  1982 
these  ten  big  employers  trimmed  5%,  or  some  200,000 
jobs,  from  their  work  force — a  significantly  greater  per- 
centage decrease,  in  other  words,  than  the  3.3%  cut  by  the 
808  overall.  Only  IBM  and  Sears,  Roebuck  among  the  top 
ten  employed  more  workers  in  1982  than  in  1981.  In 
contrast,  General  Motors  alone  cut  its  work  force  by 
84,000— part  of  the  long  downsizing  in  the  automobile 
industry  that  since  1979  has  seen  GM,  Ford  and  Chrysler 
together  slash  nearly  350,000  jobs. 

Productivity  is  painful. 


Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


20  McDonald's  130.7  20.8  (806)  2.3  (624)  25.0  (780) 

21  Kroger  129.6  91.8(548)  1.1(698)  21.1(798) 

22  PepsiCo  126.5  59.3(734)  1.8(657)  33.2(746) 

23  Federated  Dept  Stores  124.6  61.8(723)  1.9(649)  36.7(725) 

24  United  States  Steel  120.0  153.1(295)  -3.0(767)  162.0(392) 


25  ARA  Services  115.0  24.4(803)  0.3(736)  10.5(808) 

26  Gulf  &  Western  Inds  114.5  56.1(742)  1.5(673)  95.2(482) 

27  RCA  114.3  81.7(607)  1.9(649)  113.2(448) 

28  Xerox  113.9  74.2(645)  3.7(526)  67.3(567) 

29  Union  Carbide  106.7  84.9(586]  2.9(581]  99.5(472) 


30  Rockwell  Intl  101.9  72.6(656)  3.3(560)  47.8(670) 

31  Tenneco  99.8  150.1(301)  8.2(333)  174.1(383) 

32  Halliburton  96.5  75.5(635)  5.1(464)  57.8(624) 

33  Boeing  95.7  94.4(534)  3.0(577)  79.3(531) 

34  Marriott  95.5  26.6(802)  1.0(705)  21.6(794) 


35  Honeywell  95.5  57.5  (740)  2.8  (588)  46.8  (675) 

36  Trans  World  94.7  53.9  (758)  0.3  (736)  37.3  (722) 

37  R  I  Reynolds  Inds  92.8  117.5(417)  9.4(291)  111.6(451) 

38  Sperry  90.6  61.5(726)  2.4(615)  59.0(612) 
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Rank 


Employees   Per  employee  ($000)  

Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


Rank 


Employees   Per  employee  ($000)  

Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank 


39 

Minn  Mining  &.  Mfg 

89.4 

73.8 

647) 

7.1  (377) 

61.7  (595) 

Aft 

V_.U1IMJ  IHUdlt.  U  ruuus 

88.9 

67.9 

684| 

1.8  (657)  ' 

27  0  1771 1 

41 

TRW 

88.5 

58.0 

739) 

2.2  (629) 

35.3  (736) 

42 

BankAmerica. 

86.4 

173.1 

249) 

4.5  (482) 

1414.8  (  69) 

43 

Household  Intl 

86.0 

90.3 

561) 

1.5  (673) 

95.8  (481) 

44 

W  R  Grace 

85.6 

71.6 

662) 

3.7  (526) 

57.4  (626) 

45 

Tpvac  )  n  >»(  ri  i  in t*n t *% 
I  Cams  iiisiiuinviiij 

81.9 

52.9 

762) 

1.8  (657) 

32.1  (751) 

46 

Hospital  Corp  of  Am 

80.0 

37.2 

794] 

2.1  (637) 

45.0  (680) 

46 

Beatrice  Foods 

80.0 

112.8 

440) 

4.5  (482) 

59.3  (610) 

48 

Dart  &  Kraft 

79.9 

124.8 

380) 

4.4  (486) 

64.2  (582) 

49 

Motorola 

79.8 

47.4 

783) 

2.1  (637) 

35.5  (734) 

50 

General  Dynamics 

79.8 

77.2 

629) 

1.7  (663) 

33.1  (748) 

51 

Johnson  &  Johnson 

78.4 

73.5 

650) 

6.7  (394) 

53.7  (644) 

52 

Dayton-Hudson 

77.5 

73.0 

652) 

2.7  (596) 

38.5  (716) 

53 

Litton  Industries 

75.9 

65.2 

707) 

4.2  (497) 

50.6  (664) 

54 

Raytheon 

74.3 

74.3 

643) 

4.3  (490) 

47.3  (673) 

55 

f nrvfil  pr 

73.7 

136.3 

344) 

1 .4  (681 1 

85  0  (5101 

56 

General  Mills 

73.6 

72.2 

658) 

3.1  (572) 

36.7  (725) 

57 

McDonnell  Douglas 

73.4 

99.9 

505) 

2.9  (581) 

63.0  (589) 

58 

Caterpillar  Tractor 

73.2 

88.3 

570) 

-2.5  (764) 

98.3  (474) 

59 

Philip  Morris 

72.0 

126.4 

374) 

10.9  (246) 

134.6  (415) 

60 

Lockheed 

70.8 

79.3 

619) 

2.9  (581) 

34.8  (741) 

61 

Firestone 

69.0 

56.1 

;742| 

0.0  (744| 

38.7  (715) 

62 

May  Dept  Stores 

68.7 

53.5 

759) 

2.1  (637) 

38.2  (720) 

63 

Bethlehem  Steel 

66.9 

78.6 

|624) 

-22.0  (797) 

68.9  (561) 

64 

Hewlett-Packard 

66.0 

64.5 

(712) 

5.8  (440) 

52.6  (651) 

65 

City  Investing 

65.1 

88.6 

[568) 

1.3  (688) 

1 16.0  (445) 

66 

Digital  Equipment 

65.1 

59.7 

|732) 

6.4  (407) 

61.9  |592) 

67 

Allied  Stores 

65.0 

50.0 

(775) 

1.4  (681) 

35.1  (738) 

67 

Lucky  Stores 

65.0 

122.7 

(394) 

1.4  (681) 

24.8  (781) 

69 

Burroughs 

64.5 

63.5 

(715) 

1.4  (681) 

64.0  (585) 

70 

NCR 

64.0 

55.1 

(750) 

3.7  (526) 

52.7  (650) 

71 

Winn-Dixie  Stores 

63.8 

106.1 

(475) 

1.6  (666) 

16.3  (804) 

72 

Texaco 

63.5 

739.6 

i  22) 

20.2  (121) 

426.8  (301) 

73 

CSX 

63.0 

78.0 

1627) 

5.4  (452) 

128.8  (419) 

74 

Procter  &  Gamble 

62.4 

192.2 

(222] 

12.5  (211) 

120.4  (434) 

75 

Singer 

62.0 

40.7 

(790) 

-0.4  (749) 

22.9  (790) 

75 

American  Stores 

62.0 

121.1 

(397) 

1.5  (673j 

23.3  (788) 

77 

Borg-Warner 

61.7 

51.8 

(767) 

2.7  (596) 

39.9  (708) 

78 

American  Express 

61.2 

132.3 

(353) 

9.5  (288) 

462.9  (291) 

79 

Ralston  Purina 

61.1 

78.6 

(624) 

1.1  (698) 

34.6  (743) 

80  Associated  Dry  Goods 

60.5 

52.7 

(763) 

1.3  (688) 

28.1  (766) 

81 

Dow  Chemical 

60.2 

176.4 

(247) 

5.7  (441) 

196.1  (372) 

82 

Arm  co 

59.8 

104.9 

(483) 

-5.9  (780) 

103.7  (465) 

83 

Citicorp 

59.4 

299.9 

(  91) 

12.2  (219) 

2188.5  (  37) 

84 

Melville 

59.4 

54.9 

(753) 

2.4  (615) 

21.0  (799) 

85 

General  Foods 

58.5 

142.8 

(321) 

3.4  (547) 

66.0  (575) 

85 

Burlington  Inds 

58.5 

49.2 

(778) 

0.9  (715) 

35.0  (739) 

87 

Control  Data 

58.3 

73.6 

(648) 

2.6  (601) 

118.5  (438) 

88 

Standard  Oil  Ind 

58.2 

482.0 

I  45) 

31.4  (  58) 

417.1  (307) 

89 

Nabisco  Brands 

57.8 

101.7 

(498) 

5.4  (452) 

63.9  (586) 

90 

Pillsbury 

57.6 

58.8 

|738) 

2.4  (615) 

42.2  (698) 

91 

UAL 

57.0 

93.3 

(541) 

0.2|741) 

80.3  (528) 

92 

Signal  Cos 

56.5 

89.0 

(566) 

2.0  (646| 

63.9  (586) 

93 

Carter  Hawley  Hale 

55.5 

55.0 

(752| 

0.9(715) 

33.9  (745) 

94 

Gulf  Oil 

55.0 

516.9 

38) 

16.4 

156) 

371.6  (324 

95 

Monsanto 

54.8 

1 15.4 

424) 

6.0 

423) 

110  9  1453 

96 

Deere 

54.6 

84.4 

591) 

1.0 

705) 

108.7  (456 

97 

Intl  Harvester 

54.5 

78.8 

621) 

-30.5 

802) 

67.9  (565 

98 

Standard  Oil  Ohio 

53.3 

247.0 

146) 

35.3 

41) 

300.7  (348 

99 

Atlantic  Richfield 

52.9 

500.2 

41) 

31.7 

56) 

408.9  (312 

100 

Interco 

52.8 

48.7 

781) 

1.6 

666) 

29.3  (761 

101 

Emerson  Electric 

52.7 

66.5 

692) 

5.7 

441) 

44.0  (685 

102  American  Home  Prod 

51.9 

88.2 

571) 

10.8 

248) 

54.5  (640 

103 

Allied  Corp 

51.3 

120.3 

402) 

5.3 

456) 

122.3  (428 

104 

Dresser  Industries 

51.0 

81.7 

607) 

3.4 

547) 

64.9  (579 

105  Occidental  Petroleum 

50.8 

358.2 

77) 

3.1 

572) 

310.2  (344 

106 

American  Brands 

50.1 

91.0 

554) 

7.6 

359) 

124.8  (423 

107 

Southland 

49.8 

135.8 

347) 

2.2 

629) 

37.0  (724 

108 

Burlington  Northern 

49.5 

84.9 

586) 

5.7 

441) 

117.2  (442 

109 

R  H  Macy 

49.0 

60.8 

727) 

2.8 

588) 

33.0  (749 

110 

Owens-Illinois 

48.8 

73.6 

648) 

0.8 

720) 

61.4  (597 

111 

Continental  Group 

48.7 

114.3 

430) 

3.7 

,526) 

117.6  (441 

112 

United  Brands 

48.5 

81.9 

604) 

0.1 

743) 

26.1  (776 

113 

Beverly  Enterprises 

48.0 

17.0 

808) 

0.5 

729) 

19.4  (801 

114 

IC  Industries 

47.6 

81.2 

611) 

1.0 

705) 

83.1  (515 

115 

North  Amer  Philips 

47.4 

66.8 

691) 

1.6 

;666) 

38.5  (716 

116 

Greyhound 

47.2 

105.7 

;479) 

2.2 

!629) 

85.9  (50S 

117 

Southern  Pacific 

47.2 

65.8 

;70i) 

2.5 

1610) 

116.8  (444 

118 

Allegheny  Intl 

46.7 

60.7 

728) 

1.0 

705) 

44.5  (682 

119 

Aetna  Life  &  Cas 

46.7 

303.3 

(  84) 

11.2 

(242) 

946.7  (165 

120 

Levi  Strauss 

46.5 

55.3 

[748) 

2.7 

(596) 

34.9  (74C 

121 

Teledyne 

45.5 

88.8 

(567) 

6.4 

(407) 

122.2  (43C 

122 

Kidde 

45.0 

59.0 

(737) 

1.9 

(649) 

42.4  (69f 

122 

Textron 

45.0 

65.2 

(707) 

1.9 

(649) 

45.3  (67f 

124 

Eaton 

44.6 

54.9 

(753) 

-4.1 

(774) 

45.5  (67; 

125 

Georgia-Pacific 

44.0 

122.8 

(392) 

1.2 

(694) 

1 17.0  (44c 

126 

Colgate-Palmolive 

43.7 

111.9 

(444) 

4.5 

(482) 

58.9  (61* 

127 

Fluor 

43.6 

168.1 

(257) 

3.5 

(543| 

107.7  (458 

128 

Combustion  Eng 

43.5 

82.0 

(603) 

3.6 

(536) 

64.9  (575 

129 

Wal-Mart  Stores 

43.5 

77.0 

(630) 

2.9 

(581) 

27.3  (765 

129 

Warner-Lambert 

43.5 

74.6 

(640) 

4.0 

(510) 

66.8  (57: 

131 

Sun  Company 

43.3 

358.8 

(  76) 

12.4 

(213) 

277.9  (35; 

132 

Holiday  Inns 

42.7 

33.4 

(798) 

1.8 

(657) 

40.0  (70« 

133 

American  Standard 

42.6 

49.9 

(776) 

0.8 

(720) 

35.7  (73 

134 

Standard  Oil  Calif 

42.5 

808.4 

(  19) 

32.4 

(  53) 

552.1  (25« 

135 

Great  Atl  &  Pac  Tea 

42.5 

108.4 

(464) 

0.5 

(729) 

25.7  (778 

136 

LTV 

42.4 

112.8 

(440) 

-3.7 

(771) 

95.0  (48; 

137 

H  J  Heinz 

42.0 

87.8 

(572) 

4.6 

(476) 

50.7  (660 

138 

Weyerhaeuser 

41.8 

100.2 

(503) 

3.4 

(547) 

141.8  (40! 

139 

AMR 

41.6 

100.5 

(500) 

-0.5 

(750) 

93.8  (48' 

140 

Norfolk  Southern 

41.3 

81.4 

(610) 

10.0 

(268) 

164.9  (38! 

141 

Ingersoll-Rand 

41.1 

67.5 

(686) 

1.3 

(688) 

58.4  (61! 

142 

Martin  Marietta 

41.1 

85.9 

(583) 

2.2 

(629) 

69.1  (561 

143 

American  Cyanamid 

41.0 

84.2 

(594) 

3.2 

(564) 

73.1  (54 

144 

CIGNA 

40.9 

287.9 

(  99) 

12.0 

(223) 

766.9  (19- 

145 

Alcoa 

40.9 

113.6 

(434) 

-0.2 

(745) 

146.4  (40- 

146 

Pfizer 

40.8 

84.8 

(588) 

8.2 

(333) 

92.0  (49 

147 

Campbell  Soup 

40.2 

73.3 

(651) 

3.7 

(526) 

46.4  (67^ 

148 

Humana 

39.8 

38.1 

(793) 

3.2 

(564) 

43.9  (68 
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Our  approach  to  the 
complex  exposures  of  coal  mining 
shows  how  we  measure  up 
in  all  the  industries 
we  insure. 


At  the  Chubb  Group  of  Insurance  Companies 
we  know  that  coal  mining  can't  be  treated  as  just 
another  business.  We've  spent  over  half  a  century 
tailoring  insurance  coverages  for  the  specialized 
exposures  and  situations  found  in  the  coal  industry. 

Every  year,  our  teams  of  underwriters,  loss 
control  specialists,  boiler  and  machinery  inspectors 
and  auditors  spend  thousands  of  hours  in  the  field, 
staying  on  top  of  the  rapid  evolution  of  the  coal 
industry  and  making  recommendations  to  help 
keep  our  insureds  operating  smoothly. 

Our  insurance  program  helps  eliminate 
coverage  gaps  and  overlaps  and  reflects  our 
knowledge  of  coal  mining.  For  instance,  because 
tonnage  is  the  normal  accounting  base  used  in 


coal,  we  base  our  premiums  on  tonnage  rather 
than  payroll.  Our  claims  staff  also  has  a  first-hand 

knowledge  of  coal 
equipment  and  tech- 
nology so  we  can  be 
responsive  at  the  time  of  a  claim. 
Our  approach  to  insurance  for  the 
coal  mining  industry  is  indicative  of  our  approach 
to  all  business  insurance.  As  a  major  property  and 
casualty  insurer  for  everything  from  electronics 
manufacturing  companies  to  financial  institutions 
to  contractors,  we  make  it  our  business  to  know 
the  businesses  we're  insuring. 

By  thoroughly  understanding  the  specific  and 
unique  character  of  an  industry,  we  gain  the  know- 
how  to  offer  realistic  and  responsive  insurance 
programs. 

This  is  how  we  think  at  Chubb. 


CHUBB 
Group  of  Insurance  Companies 

100  William  Street,  New  York,  N.  Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  Frontline  with  Jessica  Savitch.  Watch  for  it  on  your  local  PBS  station. 


Ranking  The  Forbes  500s — Jobs  And  Productivity 


Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  Irank) 


149 

Champion  Sntl 

39.4 

94.9 

532) 

1.0 

705) 

88.2  (504) 

39.4 

158.8 

275) 

13.0 

199) 

125.1  (421 ) 

151 

CPC  International 

38.7 

105.6 

480| 

6.0 

423) 

62.3  (591) 

152 

Penn  Central 

38.7 

81.8 

605) 

3.4 

547) 

80.1  (529) 

153 

Eastern  Air  Lines 

38.5 

98.0 

512) 

-1.9 

760) 

83.9  (513) 

154 

Norton  Simon 

37.5 

78.7 

623) 

2.1 

637) 

58.5(616) 

rif»l*a  Air  f  inpc 

37.4 

96.8 

517) 

0.6 

725) 

71.1  (555) 

156 

Jewel  Cos 

37.2 

149.8 

303) 

2.4 

615) 

39.6  (710) 

157 

Merrill  Lynch 

37.2 

135.2 

350| 

8.3 

328) 

556.6  (253) 

158 

Pan  Am  Wrld  Arwys 

37.0 

100.4 

502) 

-13.1 

793) 

72.9  (549) 

159 

PPG  Industries 

37.0 

89.8 

563) 

4.2 

497) 

88.4  (503) 

160 

Mnfl  ^pmirnnHnrtnr 

i>i all  tjciiiivuiiu iiv.iui 

37.0 

29.8 

800) 

-0.3 

748) 

21.2  (797) 

161 

Shell  Oil 

36.9 

543.8 

35) 

43.5 

26) 

579.5  (247) 

162 

American  Can 

36.8 

110.4 

454) 

-3.6 

769) 

71.9  (552) 

163 

Santa  Fe  Industries 

36.5 

86.5 

579) 

4.9 

469) 

129.6  (4171 

164 

Northwest  Industries 

36.5 

63.2 

719) 

5.1 

464) 

54.8  (637) 

165 

FMC 

36.4 

96.0 

520) 

4.2 

497) 

75.9  (543) 

166 

Avon  Products 

36.1 

83.1 

599) 

5.4 

452) 

61.9  (592) 

167 

Castle  &  Cooke 

36.0 

50.6 

771) 

0.3 

736) 

31.0  (753) 

168 

)  P  Stevens 

35.9 

50.6 

(771) 

0.6 

725) 

29.8  (758) 

169 

Chase  Manhattan 

35.5 

286.7 

100) 

8.7 

314) 

2279.1  (  34) 

170 

Bristol'iVlyers 

35.3 

102.0 

496) 

9.9 

270) 

78.1  (536) 

171 

SmithKline  Beckman 

35.2 

84.3 

593) 

12.6 

209) 

81.1  (523) 

172 

IU  International 

35.0 

59.1 

736) 

1.0 

705) 

36.6  (727) 

173 

Cooper  Industries 

34.9 

68.5 

[681) 

3.9 

;5i6) 

58.3  (620) 

174 

International  Paper 

34.9 

115.2 

;427) 

4.6 

(476) 

159.7  (395) 

175 

AVirkp*  Pns 

34.8 

75.9 

[634) 

-7.2 

784) 

55.0  (636) 

176 

Natl  Medical  Entrprs 

34.2 

34.2 

796) 

2.2 

|629) 

35.2  (737) 

177 

Genl  Tire  &  Rubber 

34.0 

60.6 

729) 

0.6 

[725) 

51.2  (658) 

178 

Revlon 

33.6 

70.1 

(674) 

3.3 

(560) 

67.7  (566) 

179 

Northrop 

33.5 

73.9 

(646) 

0.2 

(741) 

40.4  (705) 

180 

RnrHpn 

UUIUCIl 

33.2 

123.8 

(389) 

5.0 

(467) 

78  0  15371 

181 

Zayre 

33.0 

66.5 

(692) 

1.1 

1698) 

22.7  (791) 

182 

Ogden 

32.8 

67.2 

(688) 

1.8 

(657) 

51.7  (655) 

183 

Hilton  Hotels 

32.5 

18.4 

(807) 

2.6 

1601) 

28.9  (763) 

183 

Ashland  Oil 

32.5 

272.8 

(112) 

5.6 

(446) 

129.6  (417) 

185 

CBS 

32.5 

124.7 

(381) 

3.5 

(543) 

82.6  (517) 

186 

Merck 

32.2 

95.1 

(530) 

12.9 

(201) 

113.3  (447) 

187 

Dana 

32.1 

75.5 

(635) 

1.6 

(666) 

61.8  (594) 

188 

Kimberly-Clark 

32.1 

91.8 

(548) 

6.2 

(416) 

83.0  (516) 

189 

Phillips  Petroleum 

32.1 

489.8 

(  42) 

20.2 

(121) 

377.4  (323) 

190 

McGraw-Edison 

32.0 

70.7 

(671) 

1.6 

(666) 

50  8  166?) 

191  First  Interstate  Bancp 

31.9 

144.4 

(317) 

6.9 

(387) 

1281.5  (  93) 

192 

B  F  Goodrich 

31.9 

94.3 

(536) 

-1.0 

(755) 

74.4  (545) 

193 

Abbott  Laboratories 

31.8 

81.8 

(605) 

9.1 

(299) 

80.7  (524) 

194 

Blue  Bell 

31.5 

41.0 

(789) 

1.2 

(694) 

23.5  (787) 

195  Amer  Hospital  Supply 

31.5 

94.4 

(534) 

7.3 

(369) 

64.2  (582) 

196 

Gillette 

31.3 

71.6 

(662) 

4.3 

(490) 

53.4(646) 

197 

Inland  Steel 

31.0 

90.6 

(557) 

-4.3 

(775) 

84.8  (511) 

198 

Walgreen 

31.0 

65.8 

(701) 

1.8 

(657) 

19.9  (800) 

198 

Albertson's 

31.0 

127.1 

(371) 

1.9 

(649) 

26.8  (772) 

200  Corning  Glass  Works 

30.9 

51.2 

(769) 

2.4 

(615) 

58.3  (620) 

201 

Emhart 

30.8 

55.5 

(746) 

2.6 

(601) 

32.5  (750) 

202 

Esmark 

30.7 

107.6 

(468) 

3.5 

(543) 

57.3  (627) 

203  Supermarkets  General 

30.5 

106.5 

(473) 

1.2 

(694) 

22.7  (791) 

Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank 


204 

Republic  Steel 

30.3 

90.5 

558) 

-8.1 

786) 

100.3 

46>- 

205 

Baxter  Travenol  Labs 

30.1 

55.5 

746) 

6.2 

416) 

59.6 

60* 

206 

Amer  Medical  Intl 

30.0 

38.5 

792| 

2.6 

601) 

40.7 

70 

207 

Reynolds  Metals 

29.9 

99.7 

506) 

-0.8 

751) 

1 1 1.9 

45( 

208 

United  Telecom 

29.8 

81.1 

612) 

6.8 

391) 

159.4 

39/ 

209 

Southern  Company 

29.4 

167.5 

260) 

15.3 

166) 

418.2 

210 

Jack  Eckerd 

29.3 

71.1 

666) 

2.4 

615) 

25.8 

77", 

211 

Travelers 

29.1 

391.6 

65) 

10.7 

252) 

963.0 

16; 

212 

Stop  &  Shop  Cos 

29.0 

80.8 

614) 

1.2 

694) 

21.3 

213 

Eli  Lilly 

29.0 

102.3 

493) 

14.2 

180) 

109.0 

4S' 

214 

Tandy 

28.5 

71.3 

665) 

7.9 

345) 

43.1 

68' 

215 

Quaker  Oats 

28.5 

95.3 

529) 

3.4 

547) 

51.9 

65: 

216 

Boise  Cascade 

28.4 

102.5 

491) 

0.3 

736) 

93.7 

481 

217 

Grumman 

28.0 

71.7 

661) 

0.9 

715) 

35.8 

72! 

217 

Union  Pacific 

28.0 

208.2 

195) 

1 1.7 

233) 

357.7 

33 

219 

Transamerica 

27.6 

156.7 

283) 

6.6 

400) 

377.7 

32 

220  Wendy's  International 

27.5 

22.0 

804| 

1.6 

666) 

16.6 

80 

221 

Celanese 

27.4 

111.8 

[445) 

-1.2 

756) 

104.5 

[46 

222 

Loews 

27.2 

164.7 

265) 

8.1 

[340) 

382.4 

[321 

223 

Times  Mirror 

27.2 

80.9 

613) 

5. 1 

464) 

78.6 

[53 

224 

Crown  Zellerbach 

27.1 

108.9 

462) 

—4.1 

772) 

88.1 

50 

225 

Security  Pacific 

27.1 

166.0 

[263) 

8.7 

[314) 

1367.1 

T 

226 

Mfrs  Hanover 

27.0 

282.5 

[107) 

10.9 

(246) 

2367.9 

1  3 

227 

Brown  Group 

27.0 

51.7 

[768) 

2.2 

[629) 

23.0 

[78 

228 

St  Regis  Paper 

26.9 

95.0 

[531) 

1.7 

(663) 

106.0 

:4s 

229 

National  Steel 

26.9 

145.3 

(314) 

-17.3 

(795) 

356.7 

(33 

230 

Pitney  Bowes 

26.6 

54.6 

(755) 

3.1 

(572) 

50.2 

(66 

231 

General  Instrument 

26.6 

36.0 

(795) 

3.4 

(547) 

29.1 

(76 

231 

SCM 

26.6 

69.9 

(675) 

1.1 

(698) 

42.3 

69 

233 

Walt  Disney 

26.5 

38.9 

(791) 

3.8 

(521) 

79.4 

(53 

234 

Schering-Plough 

26.4 

69.0 

(677) 

7.0 

(380) 

92.2 

[49 

235 

Pacific  Gas  &  Elec 

26.3 

257.8 

(131| 

30.8 

1  61) 

518.0 

(26 

236 

Harris  Corp 

26.1 

65.9 

(699) 

2.9 

(581) 

54.3 

(64 

237 

Zenith  Radio 

26.0 

47.7 

(782) 

-0.8 

(751) 

26.3 

1 77 

237 

Dun  &  Bradstreet 

26.0 

56.2 

(741) 

5.5 

(448) 

38.4 

(71 

239 

Amfac 

26.0 

85.0 

(585) 

1.3 

(688) 

54.7 

[62 

240 

Avco 

25.8 

95.4 

(527) 

2.3 

(624) 

234.1 

[36 

241 

Morrison-Knudsen 

25.7 

92.0 

(547) 

1.5 

|673) 

34.8 

[74 

242 

Baker  International 

25.6 

99.2 

(507) 

9.7 

(277) 

97.1 

(45 

243 

Time  Inc 

25.5 

139.8 

(331) 

6.0 

(423) 

113.6 

(4- 

243 

Gannett 

25.5 

59.6 

(733) 

7.1 

(377) 

61.7 

245 

American  Elec  Power 

25.3 

165.0 

(264) 

13.2 

(194) 

482.6 

m 

246 

Gould 

25.0 

66.1 

(696) 

3.7 

(526) 

63.8 

(5> 

247 

General  Signal 

24.8 

65.4 

(706) 

4.3 

(490) 

49.3 

(6( 

248 

Sterling  Drug 

24.8 

72.5 

(657) 

5.3 

(456) 

53.8 

16- 

249 

Fruehauf 

24.6 

75.5 

(635) 

-1.2 

(756) 

60.9 

[6( 

250 

United  States  Shoe 

24.5 

51.2 

(769) 

2.5 

(610) 

24. 1 

1  7  \ 
(  fl 

251 

White  Consolidated 

24.4 

81.5 

(609) 

1.3 

(688) 

49.2 

(6| 

252 

Manville 

23.8 

74.5 

(641) 

-4.1 

(772) 

94.1 

i4 

253 

Tektronix 

23.6 

50.6 

(771) 

3.4 

(547) 

44.1 

[61 

254 

Squibb 

23.5 

70.7 

(671) 

6.5 

(405) 

82.1 

(5 

255 

American  Intl  Group 

23.2 

153.9 

(291) 

17.8 

(143) 

393.9 

(3 

256 

Lear  Siegler 

23.0 

64.7 

(711) 

3.1 

(572) 

39.6 

[7 

257 

American  Motors 

23.0 

125.4 

(377) 

-6.7 

(782) 

70.0 

[5 

258 

Norton 

22.9 

55.2 

(749) 

0.8 

(720) 

44.0 

|6 

310 
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This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  the  Prospectus,  copies  of  which  have  been  filed  with  the 
Department  of  Law  of  the  State  of  New  York  and  the  Bureau  of  Securities,  Department  of  Law  and  Public  Safety 
of  the  State  of  New  Jersey.  Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Bureau  of 
Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 


New  Issue  /  April  11,  1983 

$300,294,000 

Prudential  Realty  Securities,  Inc. 

Serial  Zero  Coupon  Mortgage-Backed  Bonds,  Series  A, 

Due  April  1, 1984  through  April  1, 1997 

The  Bonds  are  payable  solely  from  the  cash  flow  generated  by  the  pool  of  underlying  mortgage  loans  and  other 
collateral  securing  the  Bonds  and  no  recourse  may  be  had  against  the  issuer  or  any  of  its  other 
assets  if  such  cash  flow  is  not  sufficient  to  pay  the  entire  amount  due  on  the  Bonds. 
The  Bonds  and  the  underlying  mortgage  loans  are  not  insured  or  guaranteed 
by  the  United  States  Government  or  any  governmental  agency. 


AMOUNTS,  MATURITIES  AND  PRICES 


Amount  Payable 
at  Maturity 

Due 
April  1 

Price 

Amount  Payable 
at  Maturity 

Due 
April  1 

Price 

$26,029,000 

1984 

91 .477% 

$26,029,000 

1991 

42.686% 

26,029,000 

1985 

82.366 

25,960,000 

1992 

38.351 

26,029,000 

1986 

73.942 

23,740,000 

1993 

34.457 

26,029,000 

1987 

66.437 

19,218,000 

1994 

30.958 

26,029,000 

1988 

59.552 

13,190,000 

1995 

27.814 

26,029,000 

1989 

53.255 

7,287,000 

1996 

24.990 

26,029,000 

1990 

47.904 

2,667,000 

1997 

22.902 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  only 
from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


Prudential-Bache 

Securities 

Bear,  Stearns  &  Co. 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


The  First  Boston  Corporation 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  incorporated 

Shearson/American  Express  Inc. 

Wertheim  &  Co.,  Inc. 
Alex.  Brown  &  Sons        A.  G.  Edwards  &  Sons,  Inc. 
Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 
Thomson  McKinnon  Securities  Inc. 


Warburg  Paribas  Becker 

A.  G.  Becker 


Salomon  Brothers  Inc 
Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 
Ladenburg,  Thalmann  &  Co.  Inc. 

Oppenheimer  &  Co.,  Inc. 
Tucker,  Anthony  &  R.  L.  Day,  Inc. 


Ranking  The  Forbes  500s — Jobs  And  Productivity 


Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  Irank)  Profits  (rank)  Assets  (rank) 


Rank 


Employees   Per  employee  l$000)  

Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


IIMIUSHICS 

22.9 

66.2 

695) 

-7.1 

783) 

52.1  (652) 

260 

Uniroyal 

22.7 

86.7 

577) 

1.1 

698) 

60.8  (604) 

261 

Consolidated  Edison 

22.7 

223.2 

176) 

21.7 

108) 

346.7  (334) 

262 

Mead 

22.4 

119.3 

408) 

-2.8 

766) 

100.2  (469) 

263 

Sherwin-Williams 

22.3 

83.0 

600) 

1.9 

649) 

39.8  (709) 

264 

Hercules 

22.2 

1 1 1.3 

448) 

3.9 

516) 

90.2  (499) 

265 

Warner  Commun 

22.1 

180.3 

237) 

11.7 

233) 

144.0  (407) 

266 

West  Point-Pepperell 

22.0 

50.5 

774) 

2.0 

646) 

29.6  (760) 

267 

ENSERCH 

21.9 

172.6 

251) 

7.2 

373) 

140.3  (411) 

268  Owens-Corning  Fbrgls 

21.9 

108.4 

464) 

1.4 

681) 

73.0  (548) 

269 

Carnation 

21.8 

155.0 

287) 

8.7 

314) 

78.5  (535) 

270 

Allis-Chalmers 

21.7 

74.3 

643) 

-9.5 

788) 

55.6  (633) 

271 

Square  D 

21.7 

48.8 

779) 

3.3 

560) 

37.2  (723) 

272 

Continental  Telecom 

21.6 

84.2 

594) 

7.0 

380) 

178.9  (381) 

273 

Becton,  Dickinson 

21.4 

52.2 

766) 

3.6 

536) 

51.0  |659) 

274 

Chcsebrough-Pond's 

21.3 

76.2 

632) 

5.9 

432) 

49.0  (669) 

275 

Upjohn 

21.3 

86.2 

581) 

5.9 

432) 

94.6  (484) 

276 

Revco  D  S 

20.9 

74.4 

642) 

2.4 

615) 

24.0  (785) 

276 

Jim  Walter 

20.9 

92.1 

545) 

0.3 

736) 

122.6  (425) 

278 

Cummins  Engine 

20.9 

76.1 

633) 

0.4 

732) 

61.4  (597) 

279  Armstrong  World  Inds 

20.8 

61.7 

725) 

1.0 

705) 

43.4  (688) 

280 

Parker-Hannifin 

20.8 

55.1 

750) 

2.8 

,588) 

38.4  (718) 

281  Kaiser  Alum  &  Chem 

20.7 

140.7 

327) 

-5.6 

779) 

176.2  (382) 

282 

A  C  Nielsen 

20.6 

31.2 

799) 

2.1 

1637) 

21.4  (795) 

L\ '  1 

v  r 

20.5 

42.9 

(788) 

4.5 

[482) 

22.2  (793) 

284 

NL  Industries 

20.3 

109.0 

461 ) 

9.3 

(295) 

112.5  (449) 

285 

Johnson  Controls 

20.3 

61.8 

[723) 

2.7 

;596) 

42.5  (694) 

286 

Anheuser-Busch  Cos 

20.2 

226.4 

;i70) 

14.2 

(180) 

193.1  |373) 

287 

Duke  Power 

20.2 

1 1 1.2 

(450) 

17.3 

;i48) 

349.8  (333) 

288 

Super  Valu  Stores 

20.0 

259.6 

(127) 

3.4 

[547) 

42.8  (691) 

289 

Brunswick 

20.0 

53.4 

(760) 

9.6 

(279) 

39.4  (713) 

290 

Union  Oil  California 

19.7 

527.0 

1  37) 

40.8 

1  33) 

431.7  (299) 

291 

AMP 

19.7 

63.1 

(720) 

6.0 

(423) 

54.6  (639) 

292 

Knight-Ridder  News 

19.7 

67.5 

(686) 

5.2 

(460) 

53.4  (646) 

293 

Chemical  New  York 

19.6 

281.0 

(108) 

12.3 

(216) 

2460.0  (  28) 

294 

Ryder  System 

19.6 

106.0 

(477) 

4.2 

14971 

101.4  (467) 

295 

Scott  Paper 

19.5 

117.9 

(414) 

3.8 

(521) 

122.5  (426) 

296 

Getty  Oil 

19.4 

657.0 

(  26) 

35.5 

(  39) 

587.2  (241) 

297 

Kellogg 

19.3 

122.7 

(394) 

11.8 

(228) 

67.3  (567) 

298 

Continental  Corp 

19.2 

182.6 

(234) 

5.5 

(448) 

448.9  (293) 

299 

Whirlpool 

19.1 

1 18.7 

(4111 

7.3 

(369) 

65.9  (577) 

300 

Mercantile  Stores 

19.0 

75.2 

(638) 

3.7 

(526) 

41.1  (702) 

301 

Marsh  &  McLennan 

18.9 

48.8 

|779) 

6.4 

(407) 

44.2  (683) 

302 

Olin 

18.9 

96.5 

(519) 

2.8 

(588) 

86.6  (507) 

303 

Best  Products 

18.7 

84.6 

(590) 

1.5 

(673) 

56.6  (628) 

304 

Central  Soya 

18.3 

95.9 

(522) 

1.1 

(698) 

29.7  (759) 

305 

Timken 

18.2 

55.7 

(745) 

-0.2 

(745) 

55.7  (632) 

306 

EG&G 

18.1 

44.2 

(785) 

2.2 

(629) 

14.9  (807) 

307 

Intel 

18.1 

49.7 

(777) 

1.7 

(663) 

58.4  (618) 

308 

Alco  Standard 

17.9 

159.3 

(273) 

3.4 

(547) 

51.5  (656) 

309 

Wells  Fargo 

17.8 

184.8 

(229) 

7.8 

1349) 

1394.0(  71) 

310 

Petrolane 

17.7 

111.5 

(447) 

5.9 

(432) 

59.3  (610) 

311 

Wang  Laboratories 

17.7 

65.5 

(704) 

6.1 

(418) 

67.1  (569) 

312 

Roadway  Services 

17.7 

65.0 

(709) 

4.3 

(490) 

38.9  (714) 

313 

Air  Prods  &  Chems 

17.6 

89.4 

(565) 

6.0 

(423) 

123.6  (424) 

313 

Anderson,  Clayton 

17.6 

95.8 

523) 

3.2 

564) 

51.8 

654) 

315 

Hughes  Tool 

17.5 

91.2 

553) 

8.4 

325) 

134.9 

414| 

315 

SCOA  Industries 

17.5 

66.0 

697) 

2.1 

637) 

26.3 

774) 

317 

Roppers 

17.3 

91.5 

550) 

-2.2 

761) 

68.8 

562) 

318 

Whittaker 

17.2 

97.6 

515) 

3.4 

547) 

53.6 

645) 

318 

Commonwlth  Edison 

17.2 

240.8 

155) 

35.4 

40) 

800.6 

1911 

320 

AMAX 

17.1 

141.6 

323) 

-22.9 

798) 

298.4 

349) 

321 

American  Greetings 

17.0 

43.7 

786) 

2.6 

601) 

34.2 

744) 

322 

National  Svc  Inds 

16.9 

52.4 

765) 

3.0 

577) 

25.3 

779) 

323 

Consol  Freightways 

16.9 

71.4 

664) 

3.3 

560) 

53.4 

646) 

324 

MCA 

16.8 

94.8 

533) 

10.5 

255) 

98.0 

476) 

325 

Foremost-McKesson 

16.7 

269.8 

116) 

4.4 

486) 

83.2 

514) 

326 

Black  &  Decker 

16.4 

71.0 

667) 

-4.7 

778) 

60.9 

602) 

327 

Texas  Utilities 

16.1 

201.3 

204) 

26.7 

85) 

498.7 

274) 

328 

Mattel 

16.0 

83.9 

597) 

2.6 

601) 

47.3 

673) 

328R  R  Donnelley  &  Sons 

16.0 

87.8 

572) 

5.7 

441) 

60.5 

606) 

330 

Union  Camp 

16.0 

95.7 

524) 

7.8 

349) 

128.2 

420) 

331 

Foster  Wheeler 

15.9 

101.9 

497) 

3.6 

536) 

59.4 

(6091 

332 

G  D  Searle 

15.8 

65.8 

[701) 

8.9 

303) 

80.6 

[525) 

333United  States  Gypsum 

15.7 

84.4 

591) 

2.8 

588) 

72.3 

,551) 

334 

Polaroid 

15.7 

82.6 

[601) 

1.5 

[673) 

84.5 

512] 

335 

Stanley  Works 

15.5 

61.9 

[722) 

2.4 

[615) 

40.9 

(703! 

336 

Storage  Technology 

15.5 

69.6 

(676) 

4.1 

[508) 

77.8 

(540) 

337 

Crane 

15.5 

72.7 

(654) 

-0.2 

[745) 

55.4 

(634[ 

338 

Crocker  National 

15.3 

189.1 

(227) 

4.7 

[473) 

1630.0 

[  56] 

339 

Northwest  Bancorp 

15.2 

136.9 

(341) 

5.9 

(432) 

1156.9 

(1 16[ 

340 

So  Calif  Edison 

15.2 

283.4 

(106) 

36.6 

[  38) 

669.0 

|218[ 

341 

Western  Union 

15.0 

68.3 

(683) 

5.5 

(448) 

136.2 

(413 

342 

Stone  &  Webster 

15.0 

21.5 

(805| 

3.6 

(536) 

28.8 

(764' 

343 

Beneficial  Corp 

14.9 

136.9 

(341) 

-2.4 

(763) 

416.9 

(308 

343 

Westvaco 

14.9 

97.3 

(516) 

4.2 

(497) 

90.1 

(500 

345 

Giant  Food 

14.8 

125.1 

(378) 

2.5 

(610) 

30.5 

(754 

346 

Perkin-Elmer 

14.8 

70.3 

(673) 

4.2 

(497) 

59.0 

(612 

347 

Evans  Products 

14.7 

84.2 

(594) 

-4.4 

(7771 

64.5 

|581 

348 

Sundstrand 

14.6 

65.9 

(699) 

4.7 

(473) 

61.3 

(600 

349  Auto  Data  Processing 

14.5 

46.0 

(784)- 

4.0 

(510) 

38.2 

1 720 

350 

Pittston 

14.5 

166.5 

(262) 

-0.8 

(751) 

96.5 

(479 

351 

Republic  Airlines 

14.5 

105.5 

(481) 

-2.7 

(7651 

81.7 

(521 

352 

Waste  Management 

14.3 

67.8 

(685) 

7.5 

(362) 

82.1 

(519 

352 

Ethyl 

14.3 

129.5 

(363) 

6.6 

(400) 

145.6 

(406 

354 

McGraw-Hill 

14.2 

83.9 

(597) 

7.7 

1354) 

66.5 

|573 

355 

Kemper 

14.1 

140.8 

(326) 

5.3 

(456) 

437.9 

(296 

355 

Ex-Cell-O 

14.1 

72.8 

(653) 

3.4 

1547)* 

49.5 

|666 

357 

Thrifty  Corp 

14.0 

80.4 

(616) 

1.3 

(688) 

27.9 

(768 

357 

Raymond  Intl 

14.0 

117.0 

(419) 

0.9 

(715) 

35.5 

(734 

357 

Universal  Leaf 

14.0 

89.5 

|564) 

2.4 

(615) 

30.0 

[756 

360 

So  New  England  Tel 

14.0 

77.5 

(6281 

6.6 

(400) 

141.0 

(41C 

361 

Texas  Air 

13.8 

109.9 

(457) 

-3.5 

(768) 

86.4 

(50S 

362 

Crown  Cork  &  Seal 

13.8 

98.1 

(511) 

3.2 

(564) 

61.0 

(601 

363 

Rite  Aid 

13.8 

94.0 

(537) 

4.0 

(510) 

33.2 

(74c 

364 

Louisiana-Pacific 

13.8 

63.4 

(717) 

-1.2 

(756) 

90.3 

(49f 

365 

Amer  Broadcasting 

13.7 

192.8 

(220) 

11.7 

(233) 

140.3 

|411 

366 

Middle  South  Utils 

13.6 

213.7 

(183) 

22.9 

(  99) 

763.3 

(19- 

367 

Tiger  International 

13.6 

106.5 

(473| 

-10.0 

(789) 

180.8 

(38C 

368 

Centel 

13.6 

85.2 

(584) 

8.0 

(341) 

162.1 

(39! 

312 
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Houston  Natural  Gas 
hikes  dividend  again 

Houston  Natural  Gas 
^orp.  has  .ncreased  the  cash 
diwdend  on  its  common  stock 
to  45>/2  cents  per  share,  from 
f  /l  cents  ~  the  12th  con- 
secutive year  in  which  the 
dividend  has  been  increased 

l  he  first  quarterly  div- 
idend at  the  higher  rate  will  be 
paid  April  1,  to  stockholders 
of  record  March  14. 
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HNG  is  a  worldwide,  energy-related  company 
involved  in  natural  gas  transmission,  oil  and 
gas  exploration  and  production,  marine 
transportation  services  and  construction, 
industrial  gases  and  coal  mining.  For  a  copy 
of  the  1982  HNG  Annual  Report,  write  our 
Chairman,  M.D.  Matthews,  RO.  Box  11 
Houston,  Texas  77001. 
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Ranking  The  Forbes  500s — Jobs  And  Productivity 


Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


369 

Northwest  Airlines 

13.4 

139.9 

330) 

0.4 

732) 

102.6 

466) 

370 

First  Natl  Supermkts 

13.3 

90.7 

reel 

0.4 

7n  I 

1  c  t 

one  I 

371 

Hershey  Foods 

13.0 

120.2 

404) 

7.2 

373) 

68.2 

564| 

372 

Federal  Co 

13.0 

88.5 

569) 

1.4 

681) 

23.9 

786) 

372 

Fischbach 

13.0 

97.8 

513) 

2.0 

646) 

35.8 

729) 

374 

Pub  Svc  Elec  &  Gas 

13.0 

299.1 

92) 

26.5 

88) 

610.6 

236) 

375 

Dover 

12.9 

on  c 

£  1  CI 

7  n 

f  .U 

1  OOI 

4/  .0 

/^7  1  1 

376 

Consumers  Power 

12.8 

212.8 

184) 

21.9 

106) 

591.7 

240) 

377 

Continental  Illinois 

12.8 

460.1 

49) 

6.1 

418) 

3345.8 

16) 

378 

Bank  of  Boston 

12.8 

214.5 

180) 

9.7 

277) 

1427.1 

68) 

379 

Varian  Associates 

12.7 

54.4 

756) 

2.1 

637) 

41.3 

701) 

380 

Lincoln  National 

1  T  7 

12.  / 

Zoo.u 

l  Tni 
1ZU) 

l  i  yj 

7Q/1  A 

1  GT  \ 

iyz) 

381 

Baldwin-United 

12.7 

284.4 

102) 

3.7 

526) 

663.8 

220) 

382 

E  F  Hutton  Group 

126 

126.5 

373) 

6.4 

407) 

583.6 

246) 

383 

Dravo 

12.6 

91.5 

550) 

-0.9 

754) 

50.9 

661) 

384 

Rohm  &  Haas 

12.5 

146.2 

312) 

6.8 

391) 

109.2 

(454) 

385 

General  Cinema 

IZ.D 

/u.y 

ooy] 

O.O 

CO  1  1 
DZl  | 

A  7  £ 

A70  1 

386 

J  P  Morgan 

12.4 

555.8 

34) 

31.8 

55) 

4730.5 

8) 

387 

Hammermill  Paper 

12.3 

113.2 

437) 

2.5 

610) 

80.6 

(525) 

388 

Florida  Power  &  Lt 

12.3 

238.6 

157) 

21.6 

110) 

555.9 

!254) 

389 

General  Public  Utils 

12.2 

196.8 

211) 

2.8 

588) 

423.8 

(304) 

390 

Diamond  Shamrock 

ITT 
11.  Z 

t  <cn  t 
ZoU.Z 

IZb) 

ITT 
1Z.Z 

T  1  Q| 

Ziy) 

Zol  .0 

391 

Genuine  Parts 

12.2 

158.7 

176) 

8.2 

333) 

64.2 

(582) 

391 

Gt  Northern  Nekoosa 

12.2 

117.2 

418) 

6.4 

407) 

121.5 

;431) 

393 

Va  Electric  &  Power 

12.2 

194.3 

.217) 

22.9 

99) 

605.6 

;238) 

393 

Phelps  Dodge 

12.2 

78.8 

(621) 

-6.1 

(781) 

165.7 

(387) 

395 

Bankets  Trust  NY 

12.2 

1 O  A  O 

oo) 

1  O  A 

10.4 

1  1  1  *Cl 

1 1 T *C  Q 

/     1  71 

i  17) 

396  Columbia  Gas  System 

12.1 

418.5 

58) 

15.2 

167) 

425.5 

(302) 

397 

Cincinnati  Milacron 

12.0 

63.4 

(717) 

1.0 

|705) 

55.2 

(635) 

398 

E-Systems 

12.0 

63.1 

(720) 

3.0 

(577) 

26.4 

(773) 

399 

|oy  Manufacturing 

11.9 

90.5 

(558) 

7.0 

(380) 

71.0 

(556) 

400 

Farmers  Group 

1  1  Q 

C 1  1 
DO.O 

/  7/£  1  1 

1U.  / 

[Z3ZJ 

1  C  1  7 

/  3001 

(oyy  | 

401 

Browning-Ferris  Inds 

11.8 

60.6 

(729) 

5.3 

(4561 

56.5 

(629) 

401 

Houston  Natural  Gas 

11.8 

269.6 

(117) 

22.3 

(103) 

223.3 

(365) 

403Am  Natural  Resources 

11.6 

266.2 

(118) 

13.8 

(186) 

342.1 

(337) 

404 

Electronic  Data  Sys 

11.6 

43.3 

(787) 

4.0 

(510) 

28.4 

(765) 

405 

ConAgra 

1  1  c 
1  1 .0 

146.6 

|oUo) 

T  o 

Z.o 

(cool 

/i  t  n 
42. U 

loyy ) 

406 

Stauffer  Chemical 

11.6 

139.6 

(332) 

10.7 

(252) 

188.8 

(375) 

407 

National  Distillers 

11.4 

131.1 

(357) 

6.9 

(387) 

149.4 

(401) 

408 

First  Chicago 

11.2 

392.6 

(  64) 

12.2 

(219) 

3199.8 

(  19) 

409 

Detroit  Edison 

11.2 

189.5 

(225) 

22.7 

(101) 

681.4 

(215) 

410 

Newmont  Mining 

1 1.2 

63.5 

l~71  CM 

4.3 

(490) 

173.8 

(384) 

411 

American  General 

11.2 

260.6 

(124) 

18.1 

(138) 

1187.4 

(108) 

412 

Smith  International 

11.2 

96.0 

(520) 

7.4 

(364) 

104.1 

(464) 

413 

Cameron  Iron  Works 

11.1 

102.9 

(490) 

13.7 

(187) 

119.3 

(436) 

414 

Bally  Manufacturing 

11.0 

113.8 

(432) 

8.3 

(328) 

92.1 

(492) 

415 

Marine  Midland  Bks 

11.0 

219.0 

(179) 

7.9 

(345) 

1837.0 

(  48) 

416 

CBI  Industries 

11.0 

110.0 

(455) 

8.0 

(341) 

89.0 

(502) 

417 

USAir  Group 

10.9 

116.7 

(420) 

5.4 

(452) 

97.4 

(477) 

418 

Richardson-  Vicks 

10.9 

102.3 

(493) 

6.1 

(418) 

71.4 

(553) 

418 

ASARCO 

10.9 

123.9 

(388) 

-3.6 

(769) 

197.5 

(370) 

418 

Toys  "R"  Us 

10.9 

95.6 

(525) 

5.9 

(432) 

51.3 

(657) 

421 

InterNorth 

10.8 

384.1 

(  67) 

12.5 

(211) 

365.2 

(325) 

422 

National  Can 

10.7 

144.7 

(315) 

3.2 

(564) 

73.7 

(546) 

423 

Limited 

10.5 

68.7 

(679) 

3.2 

(564) 

30.5 

(754) 

Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


424 

Kerr-McGee 

10.5 

361.2 

74) 

20.1 

124) 

359.9 

329) 

425 

Fleming  Cos 

10.2 

361.0 

751 

2.9 

581) 

58.5 

616) 

426 

Safeco 

10.2 

145.9 

313) 

10.5 

255) 

293.4 

351) 

427 

Houston  Industries 

10  1 

378.6 

68| 

12.4 

213) 

559.4 

2501 

428  Niagara  Mohawk  Pwr 

10.1 

236.7 

161) 

26.6 

87) 

468.3 

289) 

429 

Phila  Electric 

10.1 

261.7 

121) 

33.3 

48) 

708.4 

209) 

430 

Masco 

10.1 

84.7 

589) 

7.7 

354) 

121.0 

433) 

431 

Federal  Express 

10.1 

79.7 

618) 

7.8 

349) 

72.4 

550) 

432 

Pacific  Lighting 

10.0 

435.2 

54)  . 

12.9 

201) 

325.2 

340) 

433 

First  Bank  System 

10.0 

196.1 

213) 

11.5 

239) 

1689.3 

531 

434 

Rollins 

10.0 

52.6 

764) 

4.6 

476) 

40.0 

706) 

435 

Advncd  Micro  Devcs 

9.9 

28.4 

801) 

0.9 

715) 

24.6 

783) 

436 

Paine  Webber 

9.9 

111.6 

446) 

3.6 

536) 

435.8 

297) 

437 

Texas  Gas 

9.8 

293.5 

95) 

11.6 

237) 

186.4 

376) 

438Deluxe  Check  Printers 

9.8 

56.1 

742) 

6.6 

400) 

35.7 

731) 

439 

Irving  Bank 

9.7 

235.9 

162) 

8.4 

(325) 

2022.2 

40) 

440 

St  Paul  Cos 

9.6 

224.7 

173) 

21.2 

113) 

553.5 

255] 

441 

Pennzoil 

9.5 

238.0 

159) 

19.8 

[126) 

338.5 

;338! 

442Intl  Minerals  &  Chem 

9.5 

164.3 

266) 

14.5 

176) 

204.4 

369[ 

443 

Parsons 

9.2 

131.6 

;355) 

4.6 

[476) 

57.5 

(625 

444 

Pneumo 

9.2 

124.2 

(386) 

2.6 

(601) 

43.1 

(689 

445 

Pacific  Pwr  &  Lt 

9.2 

152.9 

296) 

21.5 

1111 

\  i.  i  i  j 

479.8 

[285 

446 

Wilson  Foods 

9.1 

245.3 

;i47) 

1.4 

(681) 

31.3 

[752 

447 

Eastern  Gas  &  Fuel 

9.1 

146.5 

311) 

7.3 

[369) 

148.6 

(403 

448 

Potlatch 

9.0 

90.7 

[555) 

2.5 

(610) 

130.0 

(416 

449  Baltimore  Gas  &  Elec 

9.0 

176.9 

(245) 

19.4 

(131) 

389.6 

(316 

450 

USF&G 

9.0 

256.6 

[133) 

12.7 

(206) 

565.1 

(248 

451 

Alxndr  &  Alxndr 

9.0 

64.1 

[713) 

1.6 

(666) 

162.7 

(390 

452 

Amerada  Hess 

8.9 

938.7 

(  14) 

19.0 

(134) 

691.5 

(211 

453  Central  &  South  West 

8.8 

272.6 

(113) 

29.6 

(  67) 

585.8 

(244 

454 

PACCAR 

8.8 

140.4 

(329) 

4.3 

(490) 

92.1 

(492 

455 

Service  Merchandise 

8.7 

136.9 

(341) 

3.6 

(536) 

67.1 

(569 

456 

GATX 

8.7 

109.4 

(460) 

3.2 

(564) 

314.7 

(342 

457 

Amstar 

8.7 

164.1 

(267) 

4.6 

(476) 

76.9 

(542 

458 

InterFirst 

8.5 

283.6 

(104) 

24.3 

(  95) 

2468.4 

(  26 

459 

Northeast  Utilities 

8.4 

209.4 

(189) 

18.0 

(140) 

478.4 

(286 

460 

Gelco 

8.4 

1 14.5 

(429) 

3.5 

(543) 

283.0 

(353 

461 

M/A-Com 

8.3 

70.9 

(669) 

3.7 

(526) 

68.3 

(563 

462 

First  City  Bancorp 

8.3 

208.6 

(193) 

14.5 

(176) 

1998.9 

(  42 

463 

Bank  of  New  York 

8.3 

183.9 

(231) 

8.8 

(306) 

1536.1 

(  6C 

464 

El  Paso 

8.2 

532.2 

(  36) 

6.5 

(405) 

509.7 

(27C 

464 

Willamette  Inds 

8.2 

1 13.3 

(436) 

0.7 

(724). 

1 17.8 

|44C 

466 

Barnett  Banks  Fla 

8.2 

96.7 

(518) 

6.9 

(387) 

847.1 

(18^ 

467 

Capital  Holding 

8.2 

157.8 

(279) 

13.1 

(195) 

498.6 

(275 

468 

Penn  Power  &  Light 

8.1 

150.5 

(300) 

34.4 

(  45) 

682.5 

(2U 

469 

New  York  Times 

8.1 

115.3 

(426) 

6.7 

(394) 

94.0 

(48( 

469 

Raychem 

8.1 

66.0 

(697) 

4.6 

(476) 

55.8 

(63: 

471 

Witco  Chemical 

8.1 

162.2 

(269) 

3.7 

(526) 

82.2 

[51c 

472 

Avnet 

8.0 

139.0 

(336) 

8.8 

(306) 

77.9 

(53! 

473 

Engelhard 

7.9 

256.0 

(135) 

8.2 

(333) 

98.3 

(47< 

474 

American  Natl  Ins 

7.9 

92.1 

(545) 

8.8 

(306) 

410.0 

(31 

475 

Longs  Drug  Stores 

7.9 

143.1 

(319) 

3.9 

(516) 

36.6 

(72' 

476 

Intl  Multifoods 

7.8 

146.6 

(308) 

4.2 

(497) 

61.4 

(59 

477 

Ohio  Edison 

7.8 

183.8 

(232) 

25.1 

1  93) 

674.7 

121' 

478 

Seafirst 

7.8 

179.9 

(238) 

-11.8 

(792| 

1290.2 

1  8' 

314 
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Ranking  The  Forbes  500s — Jobs  And  Productivity 


Rank 


Employees   Per  employee  ($000)  

Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


479 

Mellon  National 

7.8 

303.2 

85) 

17.3 

148) 

2612.6 

23) 

480 

Carolina  Pwr  &  Lt 

7.8 

198.2 

210) 

29.3 

68) 

.  637.8 

228) 

481 

Chubb 

7.8 

194.7 

215) 

9.6 

279) 

413.3 

310) 

482 

Malone  &  Hyde 

7.7 

283.9 

103) 

3.6 

536) 

53.3 

649) 

483  Archer  Danls  Midland 

7.7 

484.0 

43) 

20.2 

121) 

286.1 

352) 

484Texas  Commerce  Bshs 

7.7 

234.5 

166) 

22.2 

104) 

2376.3 

29) 

485 

RepublicBank 

7.6 

254.1 

137) 

18.9 

135) 

2263.2 

36) 

486 

Michigan  National 

7.6 

103.8 

487) 

0.5 

729) 

855.8 

180) 

486 

Cabot 

7.6 

208.9 

192) 

11.6 

237) 

173.6 

385) 

488 

Food  Town  Stores 

7.6 

125.1 

378) 

2.9 

581) 

28.1 

766) 

489 

Panhandle  Eastern 

7.6 

449.2 

50) 

29.1 

69) 

670.3 

217) 

490 

Consol  Natural  Gas 

7.5 

426.7 

55) 

21.2 

1 13) 

434.7 

298) 

491 

No  States  Power 

7.4 

209.5 

188) 

21.2 

113) 

429.2 

300) 

492 

George  A  Hormel 

7.4 

192.8 

220) 

3.8 

521) 

66.1 

574) 

493 

SONAT 

7.4 

362.2 

73) 

27.7 

78) 

424.3 

303) 

494 

Union  Electric 

7.2 

168.5 

256) 

28.4 

74) 

640.9 

227) 

495 

Captl  Cities  Cmmn 

7.2 

92.7 

542) 

13.5 

190) 

108.5 

457) 

496 

Morton  Thiokol 

7.1 

110.8 

453) 

19.2 

132) 

105.2 

461) 

497 

Valley  National 

7.0 

114.7 

428) 

7.2 

373) 

1020.8 

149) 

498 

Phibro-Salomon 

6.9 

3898.2 

3) 

49.2 

17) 

5791.1 

5) 

499 

NBD  Bancorp 

6.8 

205.7 

(199) 

11.9 

(226) 

1814.1 

(  49) 

500 

Superior  Oil 

6.8 

300.6 

O  "71 

87) 

32.9 

C  1  \ 

51) 

735.6 

201 ) 

501 

Southeast  Banking 

6.8 

125.6 

376) 

7.8 

(349) 

1074.7 

|133] 

502 

Flickinger 

6.7 

198.6 

109) 

1.5 

;673) 

27.1 

(770) 

503 

MAPCO 

6.6 

300.0 

;  90) 

11.1 

;245) 

259.4 

(359) 

504 

Arizona  Public  Serv 

6.6 

160.3 

(272) 

34.8 

(  44) 

585.7 

(245) 

505 

No  Indiana  Pub  Svc 

6.6 

261.7 

1 1 2 1 ) 

10.4 

[261) 

521.1 

[267) 

506 

Public  Service  Colo 

6.6 

240.6 

;i56) 

17.6 

(144) 

389.6 

(316) 

507 

Sysco 

6.6 

259.6 

(127) 

5.2 

(460) 

66.0 

(575) 

508 

Williams  Cos 

6.6 

257.9 

[130) 

5.2 

(460) 

361.3 

(326) 

509 

Lowe's  Companies 

6.5 

158.6 

(277) 

3.9 

(516) 

60.3 

(607) 

510 

Coastal  Corp 

6.5 

892.2 

(  17) 

10.1 

(266) 

496.3 

(278) 

510 

Waldbaum 

6.5 

229.4 

(169) 

2.6 

(601) 

42.0 

(699) 

512  Western  Co  No  Amer 

6.4 

107.5 

(469) 

8.8 

(306) 

196.4 

(371) 

513 

NCNB 

6.4 

167.6 

(259) 

11.9 

(226) 

1805.9 

(  50) 

514  Cox  Communications 

6.4 

80.4 

(616) 

10.2 

(265) 

125.0 

(422) 

515 

Wachovia 

6.3 

129.4 

(365) 

8.5 

(323) 

1 105.2 

(128) 

516 

Diebold 

6.2 

68.6 

(680) 

6.7 

(394) 

42.5 

(694) 

517 

Wisconsin  Elec  Pwr 

6.2 

211.3 

(186| 

21.4 

(112) 

381.9 

(321) 

517 

Torchmark 

6.2 

153.7 

(294) 

12.2 

(219) 

492.5 

(280) 

519 

Texas  Eastern 

6.2 

919.4 

(  15) 

26.2 

(  89) 

738.5 

(200) 

520 

PNC  Financial 

6.1 

214.5 

(180) 

17.2 

(152) 

1905.3 

(  44) 

521 

Washington  National 

6.1 

150.1 

(301) 

4.0 

(510) 

540.2 

(261) 

521 

Mercantile  Texas 

6.1 

187.5 

(228) 

16.7 

(153) 

1673.2 

(  54) 

523 

Swift  Independent 

6.0 

411.9 

(  60) 

4.2 

(497) 

42.8 

(691) 

524 

Jefferson-Pilot 

6.0 

153.9 

(291) 

14.4 

1178) 

521.7 

(266) 

525 

Payless  Cashways 

o.y 

o.y 

|Mo| 

44.6 

(681 ) 

526 

Long  Island  Lighting 

5.9 

277.1 

(110) 

52.5 

(  15) 

907.5 

(173) 

527 

BancOhio 

5.9 

112.4 

(442) 

3.8 

(521) 

990.0 

(159) 

528 

Vulcan  Materials 

5.9 

123.0 

(391) 

9.3 

(295) 

121.4 

(432) 

529 

Big  Three  Industries 

5.8 

131.8 

(354) 

14.9 

(170) 

181.1 

(379) 

529 

Allegheny  Power 

5.8 

300.6 

(  87) 

27.6 

(  79) 

587.1 

(242) 

531 

Parker  Drilling 

5.8 

105.8 

(478) 

13.1 

(195) 

159.5 

1396) 

532 

NICOR 

5.8 

373.3 

(  69) 

15.0 

(168| 

453.0 

(292) 

533 

W  W  Grainger 

5.7 

140.7 

(327) 

8.8 

(306) 

91.1 

(496) 

Rank 


Employees   Per  employee  ($000)  

Company     (000)      Sales  Irank)  Profits  (rank)  Assets  (rank) 


534 

G  Heileman  Brewing 

5.7 

152.8 

297) 

8.0 

341) 

88.1 

505) 

535 

SEDCO 

5.7 

92.5 

543) 

46.0 

21) 

160.0 

394) 

536 

Dow  |ones 

5.6 

129.5 

363) 

15.6 

160) 

105.4 

460) 

537 

Citizens  &  Sthrn  Ga 

5.6 

1 13.4 

435) 

8.9 

303) 

1071.1 

136) 

538 

A  H  Robins 

5.6 

86.9 

576) 

8.8 

306) 

79.3 

531) 

539 

U  S  Bancorp 

5.5 

124.7 

381) 

9.4 

291) 

1040.2 



1441 

540 

Murphy  Oil 

5.4 

478.6 

46) 

29.0 

71) 

549.7 

258) 

541 

Shawmut 

5.4 

113.0 

438) 

6.0 

423) 

990.2 

158) 

542 

Kaneb  Services 

5.4 

109.9 

457) 

11.8 

228) 

162.0 

392) 

543 

Charter 

5.4 

1122.5 

9) 

2.1 

637) 

982.8 

160) 

544 

Clorox 

5.4 

160.6 

271) 

8.4 

325) 

99.9 

470) 

545 

Potomac  Elec  Power 

5.4 

203.2 

202) 

22.1 

105) 

502.6 

273) 

546 

Servicemaster  Inds 

5.4 

111.1 

451) 

4.0 

510) 

15.2 

805) 

547 

Washington  Post 

5.4 

149.7 

304) 

9.8 

275] 

93.7 

488) 

548 

Commerce  Clearing 

5.3 

65.5 

704) 

5.9 

432) 

51.0 

659) 

549 

Sun  Banks  of  Florida 

5.3 

99.1 

508) 

6.4 

407) 

938.2 

167) 

550 

Rainier  Bancorp 

5.3 

137.5 

340) 

7.4 

364) 

1102.2 

129) 

551 

Ohio  Casualty 

5.3 

167.7 

258) 

10.8 

248] 

296.9 

350) 

551 

Cleveland  Elec  Ilium 

5.3 

209.2 

191) 

39.4 

34) 

725.1 

206) 

553 

Zapata 

5.3 

101.7 

498) 

18.1 

138) 

221.3 

[366) 

554 

Public  Service  Ind 

5.2 

154.6 

289) 

44.5 

22) 

728.3 

[204) 

555 

Arkla 

5.2 

250.3 

142) 

18.4 

[136) 

305.2 

(347) 

556  New  England  Electric 

5.2 

235.4 

164) 

21.0 

(117) 

475.8 

1287) 

557 

Freeport-McMoran 

5.1 

146.6 

[308) 

12.9 

[201) 

325.0 

[341] 

557 

Cincinnati  G  &  E 

5.1 

247.2 

[145) 

25.6 

911 

536.8 

[264] 

559 

Natomas 

5.1 

318.3 

(  80) 

8.7 

[314) 

557.7 

(252' 

560 

Combined  Internatl 

5.0 

208.6 

(193) 

17.3 

[148] 

490.2 

(281' 

561 

Entex 

5.0 

292.7 

(  96) 

9.5 

(288) 

610.4 

(237 

561 

Nash  Finch 

5.0 

223.5 

(175) 

2.3 

(624) 

35.7 

(731 

563  San  Diego  Gas  &  Elec 

5.0 

286.4 

(101) 

31.5 

(  571 

482.6 

(282 

564 

Prime  Computer 

5.0 

87.6 

(574) 

9.0 

(300) 

75.6 

(544 

565 

ROLM 

4.9 

76.9 

(631) 

6.0 

(423) 

54.0 

(642 

566 

Maryland  National 

4.9 

LIU 

(451) 

8.3 

(328) 

1032.7 

(146 

567 

Walter  E  Heller  Intl 

4.9 

181.7 

(235) 

3.4 

(547) 

1362.7 

(  81 

568 

Farm  House  Foods 

4.9 

300.3 

(  89) 

0.8 

(720) 

56.1 

(630 

569 

Philadelphia  Natl 

4.9 

158.5 

(278) 

11.7 

(233) 

1296.8 

(  88 

570 

Midcon 

4.8 

688.4 

(  23) 

27.4 

(  81) 

544.4 

(259 

571  Coloardo  Natl  Bnkshs 

4.8 

54.0 

(757) 

4.4 

(486) 

496.6 

(277 

572 

First  Union 

4.8 

138.2 

(337) 

9.0 

(300) 

1285.0 

(  91 

573 

Duquesne  Light 

4.8 

156.1 

(284) 

22.4 

(102) 

603.0 

(239 

574 

United  Virginia  Bshs 

4.8 

109.8 

(459) 

8.6 

(319) 

1015.0 

(151 

575 

BayBanks 

4.7 

92.2 

(544) 

7.0 

(380). 

781.8 

(193 

576 

H  F  Ahmanson 

4.7 

425.1 

(  57) 

-9.4 

(787] 

3557.8 

1  15 

577 

Medtronic 

4.7 

71.0 

(667) 

10.0 

(268) 

79.3 

(531 

578 

Gulf  States  Utils 

4.7 

277.8 

(109) 

35.3 

1  41) 

809.0 

(18S 

579 

Florida  Progress 

4.7 

259.3 

(129) 

17.5 

(145) 

622.7 

(232 

580 

Nako  Chemical 

4.7 

137.9 

(338) 

12.4 

(213) 

99.5 

(472 

581 

Virginia  Natl  Bshs 

4.7 

95.4 

(527) 

6.7 

(394) 

831.9 

(185 

582 

Comerica 

4.6 

162.6 

(268) 

7.7 

(354) 

1596.4 

i  5£ 

583 

Wetterau 

4.6 

426.6 

(  56) 

0.4 

(732) 

71.3 

(55^ 

584 

Alleghany 

4.6 

295.7 

(  93] 

12.7 

(206) 

964.7 

(16! 

585 

First  Security 

4.5 

118.2 

(412) 

11.8 

(228) 

1024.4 

(14; 

586 

Trust  Co  of  Georgia 

4.5 

108.1 

(467) 

11.8 

(228) 

1012.2 

(15; 

587 

Utah  Power  &  Light 

4.4 

176.0 

(248) 

30.0 

(  64) 

615.9 

(23f 

588 

Banc  One 

4.4 

136.3 

(344) 

13.0 

(199| 

1132.4 

(12C 

316 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


April  11,  1983 


8,000,000  Shares 


Gulfstream  Aerospace  Corporation 


Common  Stock 


Price  $19  per  Share 


Copies  of  the  Prospectus  mar  be  obtained  in  any  State  only  from  such  of  the  undersigned 
and  the  other  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 


Shearson /American  Express  Ine 


Bear,  Stearns  &  Co. 
Alex.  Brown  &  Co. 


The  First  Boston  Corporation 


Blvth  Eastman  Paine  Webber 

I  licorporalcd 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  t'orporalion 

Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  Hambrecht  &  Quist 


Lazard  Freres  &  Co. 


Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce.  Fenner  &  Smith.  Incorporated 

L.  F.  Rothschild,  Unterberg,  Ton  bin 
Smith  Barney,  Harris  LIpham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 
Robertson,  Colman  &  Stephens 


Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Prudential -Bache 

Securities 

Salomon  Brothers  Inc 
Warburg  Paribas  Becker 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc. 
Robinson  Humphrey/American  Express  Inc 


Ranking  The  Forbes  500 

s — Jobs  And  Productivity 

Employees   Per  employee  ($000)  

Rank                Company     (000)      Sales  (tank)  Profits  (tank)  Assets  (rank) 

Employees   Per  employee  ($000)  

Rank                Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank 

589  Ptimark        4.4      370.6  (  70)        4.1(508]  305.6(346) 

590  A  E  Staley  Mfg       4.4      363.6  |  71]      14.3(179)   .  261.8(357) 

591  N  Y  State  Elec  &  Gas       4.4       203.6(201]      33.2  (  50)  618.8(234) 

592  Southwest  Bancshares       4.3       178.3(244)      15.4(164)  1598.9(57) 

593  First  Wisconsin       4.3       134.2  1351)        6.8  (3yi)  1133.1(119) 

644  First  Maryland  Bncp       3.3       120.3(402)        7.2(373)  1040.8(142 

645  Pall        3.3        59.2(735)        7.6(359)  60.6(605 

646  United  Banks  of  Colo       3.2       127.7(368)        6.6(400)  1084.4(131 

647  First  Tennessee  Natl        3.2       120.6(400)        8.3(328)      1045.0  (140 
04o      Lincoln  first  Banks        o.z       lo/.o  looyj         f  A  (oo4|      lzUU.1  [lub 

594  Lubrizol       4.3       190.9(223)      11.2(242)  151.3(400] 

595  AmeriTrust       4.2       147.0(306)      14.6(174)      1356.3  f  82) 

596  First  of  America  Bnk       4.2       104.5(485)        4.9(469)  901.6(176) 

597  Fort  Howard  Paper       4.2       126.9(372)      21.8(107)  152.3(398) 

mo    n  1.         M  IT  \~-*A             A    1            1  CC  T  ITOCI             o  /.  JJ1QI          17  7/1/1/1  C\C\\ 

598  Bank  01  New  England        4.1        lbb.2                8.6  |31y)      1224.4  (1UU) 

649      Portland  Genl  Elec        3.2       176.5(246)      46.3(20)  716.5(208 
650Tele-Communications       3.2        87.2  (575)        3.2  (564)       282.8  (354 

651  Norstar  Bancorp       3.2       118.9(410)      13.7(187)  1128.2(122 

652  BanCal  Tri-State       3.2       160.9(270)        2.7(596)  1186.1(110 
Oj-3           i ran sco  energy       o.z     i zuo.  i  \    o )      4Z.t>  (  zyj      l zuz.z  [ i U4- 

599  Northern  Trust        4.1       201.8(203)        7.9(345)      1526.9  (  61) 

600  Utd  Energy  Resources        4.1      1371.9  (    5]      44.1(23)  721.8(207) 

601  Provident  Life  &  Acc       4.0      263.5(119)      16.6(154)  665.6(219) 

602  Illinois  Power       4.0       276.1(111)      39.0(35)  771.6(195) 

/m                                                           A  n           1  lit  <  M11  1          1  7  O  H  /I  1  1            1<1  c  ouol 

603  iidewater       4.u       116.6  (421)      i/.y(i4i|       163..7  (38y) 

654  US  Tobacco        3.2       100.5(500)      17.3(148)  104.3(463 

655  Comsat       3.2       129.0(366)       13.6(189)  256.1(360 

656  Gt  Western  Financial       3.2       437.6  (  51)    -23.6(799  )  3998.4(12 

657  NIKE        3.2       220.2(178)      15.6(160)  119.2(437 

/.CO                        T  Yt'trA   Mitinnil                11               1  1  Q  ~)    MAO,                W  A.  1  3  1  Q\               QQ/C   7  M  C  7 

ojo           i  hi ru  i\ationai       o.i       1 1 v.z  (4-uy )       o.o  \o  i y )       yyo.  /  \  i  j  * 

603                     USLIFE        4.0       224.9(172)       19.7(129)  805.1(190) 

605  GEICO        4.0       205.9(198)      19.5(130)  394.3(314) 

606  Computervision       4.0        82.1(602)        8.2(333)  69.2(559) 

607  First  Atlanta       3.9       122.3(396)        9.8(275)  1146.7(117) 

608  Boston  Edison        3.y       2/2.0  (113)       Id.o(IoU)        4y8.u  [lib] 

659  First  Virginia  Banks       3.1         78.6(624)        8.0(341)  642.3(226 

660  Tosco       3.1      1105.6(  10)      38.6(36)  414.1(309 
660     Public  Service  N  M       3.1       136.1(346)      36.9(37)  684.7(213 

662  Dominion  Bankshares       3.1       119.7(406)        5.7(441)  1037.2(145 

// 7              D*n*r%inr    1  r.  A  1 1  .  t  m  i  .  1                7    1               107  7    l/17nl             117    /  7  A  7  I                   f  C  O  /C71 

663  Premier  industrial        3.1       1U/.2  (4/u)       11.2(242)         66.0  (5/J 

609  Manufacturers  Natl       3.9       157.2(280)       5.9(432)  1368.6(78) 

610  Metromedia       3.8       106.1(475)      80.6  (    5)  270.9(356) 

611  Flagship  Banks       3.8        90.5(558)        6.4(407)  809.4(188) 

612  Harris  Bankcorp       3.8       241.1(154)        9.4(291)  1874.7(45) 

/il                                               f^T>T              3  O             130  0/3001              n  q  ITTil           1  3  3  3    1    /    Q  ,1  \ 

613  CB1         3.0        12U.y  (3yo)         0.1  [ojoj       1333.1  I  84| 

664  Pioneer       3.1       362.3(72)      19.9(125)  345.4(33: 

665  Texas  American  Bshs       3.1       179.3(240)      13.9(184)  1539.0(59 

666  Society       3.1       154.3(290)        8.8(306)      1281.4  (  9' 

667  Colonial  Penn  Group       3.1      405.3(62)       9.6(279)       345.1  (33« 

/  W             "v  ,.      U                       r;_l              7  n               (73  7  IC7t)l              3  O  1C771              703  7  171f 

668  Northwestern  rinl        3.U        y3./ (538)        3.U(5//)  /[jS.l\lil 

614    Huntington  Bancshs       3.8       115.4(424)        7.7(354)  1380.2(75) 
614          Wyman-Gordon        3.8       124.5(383)      14.8(172)  99.7(471) 

616  California  First  Bnk       3.8       130.0(362)        2.6(601)  1095.8(130) 

617  Florida  Natl  Banks       3.8        90.3(561)        5.6(446)  924.1(170) 
/10      J-*,..  m  „  *  1  c  * .» » /.  Dr.n         30         1  n  0  1101!         0  t  /iqoi       not  ^  /  001 

618  Urst  Natl  state  ucp       3.0      122.0  |3y2)       y.2  (2y8|      1206.4  (  yu| 

669  Atlantic  Bancorp       3.0       100.2(503)        7.1(377)  847.7(18: 

670  Key  Banks       3.0        98.2(510)        8.7(314)  935.0(16! 

671  Commerce  Bancshrs       3.0       120.5(401)      10.5(255)  1118.8(12! 

672  Apple  Computer        2.9       199.4(207)      21.0(117)  122.4(42" 

A7  3       I  1  n'.*t*A  larca..  DnnLc             70            11/17M3M             iC  1  I A  T  A  \          i  1  K  1  In. 

6/3    united  jersey  Banks       2.y       114.2(431)       6.3(414)  1115.3(121 

619              Gulf  United       3.8      319.3(79)      25.3(92)  866.3(179) 
619           Peoples  Energy       3.8       411.3(61)      12.3(216)  311.1(343) 

621  First  Pennsylvania       3.7       170.4(253)      -7.2(784)      1454.6  (  65) 

622  Oklahoma  Gas  &  Elec       3.7       243.1(149)      28.1(76)  539.3(263) 

623  Meet  financial       3./       146.8  (3U/)      iu.o  12dd)  i2i/.y(iU2) 

674  Bank  of  Virginia        2.9       142.6(322)        7.5(362)  1160.3(11! 

675  TECO  Energy        2.9       207.7(197)      16.6(154)  495.9(27' 

676  Central  111  Pub  Svc        2.9       204.4(200)      23.1(98)  511.4(26! 

677  Fidelity  Union  Bncp        2.9       113.7(433)        0.6(725)  1187.3(10' 

A  TO                                   E^olpn*             7  Q           1  CC   1   1100             OOlT  7C\\          \  A1Q  A  I  A 

o/o                     riueicor        z.y       idd.i  \zoo]        y.y  iz/U)      i4oo.4  (  O' 

624  Donaldson,  Lufkin       3.7       169.0(255)       4.9(469)  1431.8(67) 
625Mitchell  Energy  &  Dev       3.7       259.9(126)      21.7(108)  506.7(272) 

625  National  City       3.7       178.8(242)      11.8(228)  1844.2(47) 

627  Centerre  Bancorp       3.7       166.9(261)        6.3(414)  1385.6(731 

/7O                 \K  '.  Al  ^  ^  t  i  ^  I)  *  . ,  1 . ,               3  7             I  1C  7  I17CI            Ifl  £  I1CCI           117^   1  M  111 

628  JYlldlantlC  Banks         3./        125./  (3/5)        IU.5  (255)  11/4.2(112) 

679  Northwest  Energy        2.8       562.8  (  31)      13.4(192)  848.0(18 

680  South  Carolina  Natl        2.8        86.3  (580)        5.9  (432)       731.3  (20 

681  IntraWest  Financial        2.8       142.9(320)      -4.3  (775)  1183.2(11 

682  Rochester  Gas  &  Elec        2.8       244.4(148)      25.1(93)  472.8(28 

yo3             t   ..*.-»!  DnM^mM-          7  o         l  no  7  iA£./l\          7  c  (3co\        imn  7  MC 

683  Central  Bancorp        2.8       1U8.2  (466)         /.6  |35y|  1U2U.2|15 

629  Hartford  National       3.7       106.7(472)        6.7(394)  1130.6(121) 

630  State  Street  Boston       3.7       128.6(367)      13.4(192)  1072.6(135) 

631  Brooklyn  Union  Gas       3.6      242.1(153)      12.6(209)  233.4(363) 

632  AmSouth  Bancorp       3.6       103.6(488)        8.8(306)  902.5(175) 

633  1  esoro  petroleum        o.o       (7//./  (  24]       13. y  (184)  233.4(363) 

684  Bancorp  Hawaii        2.8       130.7(359)      10.8(248)  1073.8(13 

685  Oneok       2.8      404.7(63)      20.3  (120J  361.1(32 

686  Mountain  Fuel  Supply        2.8       184.8(229)      17.5(145)  307.5(34 

687  Marshall  &  Ilsley       2.7      117.9(414)       9.6(279)  1044.6(14 

t-QQ                  M        i  ,  -  .   i),. , .    . .             77           1Q3C17331          7/Cf71    Qnl             C  CO  A  1 7  C 

688  Montana  rower        1.1       183.5(2331      26. U 1  yu)        33y.4  (2d 

633    Tandem  Computers       3.6        86.7  (577)        8.3  (328)         93.7  (488) 
635      Intl  Flavors  &  Frag       3.6       124.4(385)      17.5(145)  119.9(435) 
636Dayton  Power  &  Light       3.6       248.1(144)      31.4(58)  564.4(249) 

637  So  Carolina  E  &  G       3.5       242.7(150)      27.2  (  83)  619.9(233) 

/  TO               D/i«**#*  D/.n.iln.  DD                3   C                 03    C   /C701                7  O   1  3  A  O  1               701    O  /  1  (7  7  1 

638  Banco  Popular  PK        3.5         y3.5  (53y)        7.8(349)  781.8(193) 

689  Kansas  City  Pwr  &  Lt        2.7       179.4(239  )      29.9  (  65  )       662.1  (22! 

690  Equitable  Bancorp        2.7       105.5(481)        4.2(497)  913.6(17 

691  First  Kentucky  Natl        2.7       120.7(399)        9.6(279)  1064.6(13 

692  Delmarva  Power  &  Lt        2.7       238.4(158)      27.5(80)  550.9(25 

/ai                      /->  1  „L  „  1                                  -i  -r             177  O  /7C71           37    1    1     C  A  1              CH7  C  (77 

693  Global  Marine        1.7       1/2. U  (252)      32.1  (  54)        5U/.5  (2/ 

639  Mercantile  Bancorp       3.5       172.9(250)      12.0(223)  1633.1(55) 

640  Allied  Bancshares       3.5      207.9(196)      23.8  (  97)      1740.2  (  51) 

641  First  &  Merchants       3.4       102.5(491)        7.4(364)  828.2(186) 

642  Texas  Oil  &  Gas       3.4      558.9  (  33)      73.5  (    7)       732.8  (202) 
642     First  Alabama  Bshs       3.4       104.4(486)        9.9(270)  929.5(169) 

693    Central  Fidelity  Bks        2.7       104.6(484)        7.0(380)  955.8(16 
693                     Tampax        2.7       108.5(463)      16.3(157)         77.9  (55 

696  American  Petrofina        2.6       849.4  (  18)      20.6(119)       441.7  (2S 

697  Brown-Forman  Dist        2.6       222.2(177)      33.3(48)       221.0  (3f 

698  Homestake  Mining       2.6        67.0(690)        6.7  (394)        148.9  (4C 

318                                                                                                                                                                                            FORBES,  MAY  9,  1  1 

or  instance, 
banks  need  it  ail  over  town. 

People  are  demanding  more  and  better  service  from  their 
banks.  And  they  are  getting  it,  around  the  clock  all  over 
town.  They  can  deposit,  withdraw  or  borrow  money  or 
transfer  it  between  accounts  where  they  work  shop'or  qo 
to  school.  Soon  the  service  will  follow  them  wherever  they 
^  'a(;;oss  the  country  and  around  the  world.  Through 
NCR  Self-service  Bank  Terminals. 

The  terminals  deliver  the  service.  Behind  it,  NCR  provides 
switching  systems  that  direct  large  volumes  of  transactions  to 
£  r'9M^anks  and  back  t0  the  r'9ht  terminals.  And  beyond  that 
other  NCR  systems  keep  the  banks  running  by  processing  trans- 
actions and  sending  current  information  wherever  it  is  needed 

As  these  systems  expand  and  grow  into  a  national  Electronic 
Funds  Transfer  System,  people  will  be  harnessing  NCR's 
transaction  processing  power  everyday,  wherever  they  please. 

hncinoo '  M?!S«he  Same  NCR  P°wer  t0  solve  Problems  in  your 
business.  NCR  offers  the  same  hardware  and  specialized  software 
for  many  industries  and  the  broadest 
selection  of  terminals  that  capture 
information  as  transactions  occur. 
And  it's  all  backed  by  1 6,000  highly 
trained  field  engineers  to  insure 
trouble-free  operation. 


NCR 


98  Years  Experience 
in  Business  Systems 


puts 
computer  power 
where  you  need  it 


Your  business  will  benefit 
with  NCR  Computer  Power 
in  your  hands,  too. 


Retail/Medical/Education 
Commercial/Industrial 
Government/Financial 


Ranking  The  Forbes  500s — Jobs  And  Productivity 


Employees   Per  employee  ($000)  

Hank  Company     (000)      Sales  (tank)  Profits  (rank)  Assets  (rank) 


699MCI  Communications 

2.5 

199.0 

208) 

34.0 

46) 

338.2 

339) 

700 

Southwest  Airlines 

2.5 

131.4 

356) 

13.5 

190) 

166.8 

386) 

701 

Turner  Construction 

2.5 

894.0 

16| 

4.3 

490) 

190.6 

374) 

702 

First  Florida  Banks 

2.5 

110.0 

455) 

10.3 

264) 

1013.3 

152| 

703 

Centran 

2.5 

134.0 

352) 

-23.9 

800) 

1122.6 

124) 

704 

Reading  &  Bates 

2.5 

210.9 

187) 

29.9 

65) 

466.0 

290) 

705 

Louisiana  Land 

2.4 

483.6 

44) 

31.2 

60) 

688.2 

212) 

706 

American  Fletcher 

2.4 

143.3 

318) 

7.4 

364) 

1251.4 

97) 

707 

Republic  New  York 

2.4 

515.2 

39) 

29.1 

69) 

3826.9 

14) 

708  Puget  Sound  Pwr  &  Lt 

2.4 

193.8 

219) 

41.1 

32) 

809.7 

187) 

709 

Toledo  Edison 

2.4 

201.0 

205) 

44.0 

24) 

885.2 

177) 

710 

Wisconsin  Pwr  &  Lt 

2.4 

214.1 

182) 

19.8 

126) 

388.4 

318) 

711 

SouthTrust 

2.4 

119.6 

407) 

9.6 

279) 

1023.2 

148) 

712 

General  Re 

2.4 

631.1 

28) 

87.1 

4) 

1998.0 

43) 

713 

Pioneer  Hi-Bred  Intl 

2.4 

235.0 

165) 

30.2 

62) 

216.2 

368) 

714  Southwestern  Pub  Svc 

2.3 

253.7 

138) 

32.9 

51) 

533.7 

265) 

715 

Equimark 

2.3 

156.9 

282) 

2.8 

588) 

1387.0 

1  72) 

716 

First  Charter  Finl 

2.3 

436.4 

52) 

-26.4 

801) 

4058.6 

11) 

717 

Cullen/Frost  Bankers 

2.3 

153.8 

293) 

11.4 

240) 

1312.3 

(  87) 

718 

Moore  Financial 

2.3 

120.1 

405) 

10.1 

266) 

1040.3 

(143) 

719  Kansas  Power  &  Light 

2.3 

212.5 

185) 

28.3 

75) 

541.6 

(260) 

720 

Mission  Insurance 

2.3 

189.3 

226) 

21.2 

113) 

395.6 

313) 

721 

PHH  Group 

2.3 

209.4 

189) 

13.1 

195) 

623.6 

1231) 

722 

Peoples  Bancorp 

2.2 

103.6 

488) 

6.1 

;4i8) 

907.4 

(174) 

723  Indianapolis  Pwr  &  Lt 

2.2 

181.2 

136) 

26.7 

85) 

540.2 

261) 

723 

Indiana  National 

2.2 

139.2 

(335) 

8.6 

;3i9) 

1231.6 

(  99) 

725 

Affiliated  Bshs  Colo 

2.2 

1 1 1.3 

448) 

9.6 

279) 

944.1 

(166) 

726 

Public  Service  N  H 

2.2 

194.4 

;216) 

42.1 

30) 

742.1 

|199) 

727  Overseas  Shipholding 

2.2 

149.2 

;305) 

27.9 

1  77) 

586.9 

(243) 

728 

First  American 

2.2 

130.1 

1361) 

7.9 

(345) 

1197.5 

(106) 

728 

Arizona  Bancwest 

2.2 

127.2 

(370) 

7.7 

(354) 

1082.1 

(132) 

730 

City  Federal  S  &  L 

2.2 

257.0 

1132) 

6.1 

[418) 

2100.4 

(  39) 

731 

First  Hawaiian 

2.1 

127.3 

(369) 

8.9 

(303) 

1111.4 

(127) 

732 

Central  Bancshares 

2.1 

139.3 

(334) 

9.9 

(270) 

1240.1 

(  98) 

733 

Riggs  National 

2.1 

190.3 

(224) 

9.5 

(288) 

1737.1 

(  52) 

734 

First  Empire  State 

2.1 

117.9 

(414) 

6.0 

(423) 

918.3 

(171) 

735 

Old  Kent  Financial 

2.1 

131.0 

(358) 

10.8 

(248) 

1 123.0 

(123) 

736 

Marine 

2.0 

135.7 

(349) 

7.3 

(369) 

1168.1 

(113) 

737 

Commerce  Union 

2.0 

139.6 

(332) 

4.7 

(473) 

1144.3 

(118) 

738  United  Missouri  Bshs 

2.0 

113.0 

(438) 

14.6 

(174) 

1363.5 

(  80) 

739 

Noble  Affiliates 

2.0 

200.2 

(206) 

35.3 

(  41) 

356.4 

(332) 

739 

CharterCorp 

2.0 

130.2 

(360) 

6.0 

(423) 

1202.5 

(103) 

741 

Hospital  Trust 

1.9 

124.5 

(383) 

3.4 

(547) 

1000.5 

(155) 

742 

Pic'n'Save 

1.9 

93.5 

(539) 

14.2 

(180) 

65.3 

(578) 

743 

Valero  Energy 

1.9 

1005.4 

1  12) 

43.2 

(  28) 

648.7 

(224) 

744 

Super  Food  Services 

1.9 

598.4 

1  29) 

1.9 

(649) 

70.5 

(557) 

745 

Kentucky  Utilities 

1.9 

253.2 

(139) 

28.9 

(  72) 

662.8 

(221) 

746 

American  Bancorp 

1.9 

144.6 

(316) 

12.0 

(223) 

1315.9 

I  86) 

747 

Natl  Central  Financl 

1.9 

152.2 

(298) 

10.5 

(255) 

1323.0 

(  85) 

748 

Indust  Valley  Bank 

1.8 

124.2 

(386) 

5.5 

(448) 

1006.3 

(154) 

749  Boatmen's  Bancshares 

1.8 

141.5 

(324) 

11.3 

(241) 

1510.3 

(  62) 

750 

Suburban  Bancorp 

1.8 

118.2 

(412) 

10.4 

(261) 

1190.8 

(107) 

751 

Kansas  Gas  &  Elec 

1.8 

196.2 

(212) 

47.3 

(  19) 

847.1 

(183) 

752 

Citizens  Fidelity 

1.8 

196.0 

(214) 

14.1 

(183) 

1352.5 

(  83) 

753 

First  New  Mexico 

1.8 

116.3 

(422) 

9.4 

(291) 

998.3 

(156) 

Employees   Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


754 

City  National 

1.8 

123.6 

390) 

8.2 

333) 

1047.4 

139) 

755 

First  Boston 

1  ft 

1  .O 

7Q1  ^ 

Q 

i  31 

QQCA  Z. 

yoo4.D 

it 

756 

Tandon 

1.8 

86.0 

582) 

9.0 

300) 

89.2 

501) 

757 

Golden  West  Finl 

1.7 

460.2 

48) 

-11.4 

790) 

4184.6 

10) 

758 

Sumitomo  Bank  Cal 

1.7 

154.9 

288) 

4.4 

486) 

1218.8 

101) 

759 

First  United  Bancorp 

1.7 

179.3 

240) 

9.3 

295) 

1462.4 

64) 

760 

Continental  Bancorp 

1  7 

1 .  / 

1  J7.U 

1  7A\ 

1  ^  A 
1  j.4 

1  AAl 

1  7.7 A  Q 

7AI 

760 

Crown  Central  Petrol 

1.7 

1059.5 

HI 

4.2 

497) 

384.4 

319) 

762  Shared  Medical  Systm 

1.7 

98.3 

509) 

12.9 

201) 

81.4 

522) 

763 

Rowan  Cos 

1.7 

242.7 

150) 

72.4 

8) 

481.1 

284) 

764 

Idaho  Power 

1.6 

224.3 

174) 

48.8 

18) 

877.1 

178) 

765 

Deposit  Guaranty 

1  .o 

o  o 

y.y 

Z  i  U] 
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10.4 
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43.4 
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Nationwide 
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12.7 
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Helmerich  &  Payne 
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51.9 

(  16) 

422.9 
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778 

American  Security 

1.4 
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(136) 

19.8 
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2352.8 

(  31 

779 

Washington  Wtr  Pwr 
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748.2 
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78.9 
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1.3 
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How  Dow  Jones  News  Retrieval  Insures 
Fireman's  Fund  Against  Information  Loss 


Dow  Jones  News/Retrieval®  has  helped  Fireman's  Fund 
Insurance  Companies  find  new  meaning  in  the  word  "in- 
surance." In  departments  in  several  areas  of  the  company's 
national  headquarters  in  San  Francisco,  News/Retrieval 
is  helping  Fireman's  Fund  insure  itself  against  missing 
critical  business  and  financial  information. 

"Dow  Jones  News/Retrieval  Is  Addictive!" 

Kurt  Guen,  Director  of  Research  in  the  Investment  De- 
partment, calls  Dow  Jones  News/Retrieval  "addictive." 
Each  day  he  follows  about  35  companies  in  the  Fireman's 
Fund  equity  portfolio.  "Every  morning  I  get  the  latest 
business  and  financial  news  on  these  companies.  Exclu- 
sive access  to  news  from  The  Wall  Street  Journal,  Barron's 
and  the  Dow  Jones  News  Wire  is  a  real  time-saver." 

"Saving  Us  From  Just  One  Bad  Situation 
Will  Pay  For  News/Retrieval  For  Life." 

Don  Jerner,  Manager  of  the  Value  Analysis  Group,  uses 
Dow  Jones  News/Retrieval  to  help  perform  cost  benefit 
analysis  as  well  as  lease  purchase  analysis.  "Because 
there  is  a  risk  involved  for  us,  especially  with  a  hardware 
lease,  we  like  to  conduct  a  financial  analysis  of  the  ven- 
dor. If  this  information  saves  us  from  just  one  bad  situ- 
ation, it  will  have  paid  for  itself  for  life." 

As  Don  Jerner  sees  it,  "News/Retrieval's  use  at  Fire- 
man's Fund  will  explode  in  the  future. .  .playing  a  bigger 
and  more  important  role  in  our  corporate  and  financial 
planning,  decision-making  and  overall  efficiency." 

"It's  Our  Sleep-At-Night  Insurance. 

Fireman's  Fund  National  Accounts  and 
Risk  Management  Services  (NARMS) 
Department  uses  Dow  Jones  News/ 
Retrieval  in  yet  another  way. 
News  and  data  information  a 
such    as    price    earnings  £\ 
changes,    lOK's,  balance 
sheets,  revenues  and  divi- 


dends give  them  vital  corporate  information  they  need  to 
keep  up  with  the  affairs  of  clients. 

Janet  Harjo,  financial  Ser- 
vices Manager,  is  the  person 
responsible  for  financial 
evaluations  of  clients  seeking 
auto/truck,  general  liability 
and  worker's  compensation 
insurance.  Because  millions 
of  premium  dollars  are 
sometimes  involved,  Ms. 
Harjo  has  to  be  sure  she  has  all  the  facts. 

"Since  our  division  accepts  financial  risks  in  the  same 
manner  as  a  lending  operation,  News/Retrieval  helps  us 
assess  those  risks.  We  rely  on  the  unique  capabilities  of 
News/Retrieval  to  quickly  update  our  financial  ratings. 
Dow  Jones  News/Retrieval  is  our  sleep-at-night  insurance." 

Working  Smarter,  Faster,  Less  Expensively 

Isn't  it  time  your  company  checked  into  all  the  benefits 
of  Dow  Jones  News/Retrieval?  Accessible  on  most 
standard  terminals  and  personal  computers,  Dow  Jones 
News/Retrieval  is  easy  to  use  and  surprisingly  inexpen- 
sive. You  pay  only  for  the  information  you  request. 

Free  Booklet. .  .Free  Trial 

For  a  free  1 2-page  color  booklet  and  a  free  trial,  call  our 
hotline.  See  for  yourself  why  Dow  Jones  News/Retrieval 
is  helping  insure  companies  against  information  loss. 

Call  Toll  Free 
1-800-345-8500,  Ext.  49 

(Canada,  Alaska,  and  Foreign  call  1-215-789-7008,  Ext  49) 


DQWLONES 


^       Dow  Jones  News  Retrieval  is  a  registered  trademark 
of  Dow  Jones  &  Company,  Inc. 


A  strong  foundation  for  growth. 


Look  to  Santa  Fe  Indus- 
tries for  strength  in  four 
basic  businesses.  We're 
building  today  to  pre- 
pare for  tomorrow's 
growth. 

Our  rail,  truck  and 
pipeline  transportation 
networks  provide  a 
broad  base  in  transpor- 
tation and  will  play  an 
increasingly  important 
role  in  meeting  our 
nation's  needs  for  effi- 
cient and  economical 
transportation. 


Our  natural  resources 
activities  include  petro- 
leum and  hard  minerals 
exploration  and  devel- 
opment. We're  actively 
searching  for  oppor- 
tunities in  coal,  uranium 
and  other  minerals. 
We're  also  exploring 
and  developing  new  oil 
and  gas  deposits  with 
onshore  operations  and 
through  participation  in 
joint  ventures  offshore. 

With  655,000  acres  of 
timberland,  our  forest 


products  operations 
are  well-positioned  to 
supply  plywood,  lum- 
ber, particleboard,  and 
other  wood  products  to 
markets  both  here  and 
overseas. 

Our  extensive  real 
estate  holdings  provide 
industrial  sites  and 
commercial  real  estate 
development,  while  our 
construction  subsidiary 
serves  the  expanding 
cities  throughout  the 
Sun  Belt. 


When  you  look  ahead, 
you'll  find  Santa  Fe 
Industries  leading  the 
way  in  growth.  For  more 
information,  please  write 
for  a  copy  of  our  1982 
annual  report. 


Santa  Fe  Industries,  Inc. 
Department  333 
224  South  Michigan  Avenu 
Chicago,  Illinois  60604 


The  Forbes/Wilshire  5000  Review 


Mature  growth?  After  weeks  of  sideways  motion — and 
even  a  bit  of  backsliding — the  averages  are  setting  new 
records.  By  gaining  1.2%  over  the  last  two  weeks,  the  Dow 
hit  an  alltime  high  of  1 156.6.  And  the  broad-based  Wilshire 
advanced  2.2%  over  the  same  period,  reaching  another 
peak,  Still,  the  market  is  moving  more  cautiously  than  it 
did  earlier.  While  daily  volume  is  still  high,  it  is  well  below 
the  record  levels  of  August  and  October.  The  same  goes  for 
day-to-day  swings  in  the  major  indexes.  Meanwhile,  with  a 
P/E  of  13.5  on  the  Wilshire,  stocks  continue  to  get  pricier, 
relative  to  their  depressed  earnings. 
Energy  stocks  are  slowly  moving  back  into  favor.  In  fact, 


the  sector  analysis  on  the  next  page  indicates  that  they  are 
the  major  force  behind  the  market  gains.  Regardless  of 
whether  this  is  a  long-term  trend  or  a  short-term  trading 
situation,  the  energy-dominated  Amex,  up  3.4%  over  two 
weeks  and  4.8%  over  four,  has  benefited  the  most. 

Numbers  comparing  the  stock  performances  of  large 
versus  small  firms  are  a  new  part  of  our  Investor  Yardsticks 
table.  Note  that  small  companies  continue  to  outperform 
large  companies.  But  the  recent  differential  between  the 
two  groups  is  half  the  52-week  record.  This  could  mean 
that  investors  are  losing  some  of  their  fascination  with  the 
little  guys. 


(lose-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500' 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

4.3 

4.6 

3.6 

4.2 

4.8 

4.3 

in  last  52  weeks 

37.2 

34.9 

38.0 

35.1 

45.8 

52.9 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

3.7 

6.4 

6.1 

3.4 

4.7 

4.1 

2.8 

4.3 

5.0 

3.8 

4.7 

5.4 

in  last  52  weeks 

37.1 

93.0 

89.7 

44.2 

65.9 

106.5 

37.4 

100.4 

102.5 

46.1 

48.9 

82.8 

'Based  on  sales. 

lA  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  4/13/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Whore  The  Action  Is 


Oil  and  money.  The  energy  and  finance  sectors  helped  to 
push  the  market  to  new  highs.  During  the  last  two  weeks 
the  oil  stocks  advanced  7.5%,  and  the  finance  group  was 
up  4.8%.  The  other  seven  sectors,  however,  failed  to  keep 
pace.  The  weakest  link  was  the  technology  group,  which 
managed  a  slim  0.1%  gain.  Disappointing  quarterly  earn- 
ings reports  for  a  number  of  well-known  firms  like  NBI 


and  Prime  Computer  helped  point  out  the  vulnerability  of 
the  high-tech  group. 

Consumer  durables,  meanwhile,  benefited  from  the 
strength  of  the  auto  stocks.  Successful  new  offerings  by 
Chrysler  and  AMC  added  close  to  half  a  billion  dollars  in 
market  capital.  A  pickup  in  auto  sales  also  added  to  this 
sector's  appeal.  ' 


Percent  change  In  last  52  weeks'  Percent  change  in  last  two  weeks 
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W  hat  The  Analysts  I  hink 


A  little  more  doubt.  Although  sector  rankings  have  not  recommendations  on  four  of  the  sectors  and  the  consen- 
changed  in  nearly  two  months,  analysts  became  a  bit  sus  moved  slightly  closer  to  the  sell  side.  Raw  materials, 
more  pessimistic  in  the  last  two  weeks.  The  buy/sell    however,  shifted  slightly  in  the  more  positive  direction. 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.56 


2.64 


2.72 


J  L_J  L_J  I  I  '     '     '     l     l    l  I 
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Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Energy 

2.65 

1 

1 

2 

Utilities 

2.68 

2 

2 

3 

Technology 

2.71 

3 

3 

4 

Capital  goods 

2.72 

4 

4 

5 

Transportation 

2.74 

5 

5 

6 

Raw  materials 

2.75 

6 

6 

7 

Finance 

2.80 

7 

7 

8 

Consumer  nondurables 

2.82 

8 

8 

9 

Consumer  durables 

2.88 

9 

9 

ion  ratings  are  ranked  on  a  scale  of  1  (strong  buy|  to  5  Istrong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  corrcsponc 
i  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  4/13/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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THE  FUTURE  IS  BUSINESS  COMMUNICATIONS. 
CENTEL  IS  THERE  ALREADY 


If  you're  in  search  of  an  industry  with  a  great 
future,  you  should  look  at  business  communications. 

If  you're  in  search  of  a  company  with  a  great  future 
in  business  communications,  you  should  look  at  Centel. 

One  of  the  largest  marketers  of  telephone  equip- 
ment in  the  U.S.,  Centel  designs,  installs  and  services 
private  business  communications  systems  for  a  wide 
range  of  customers,  including  companies  with  thou- 
sands of  telephones  nationwide.  Centel's  latest 
business  communication  systems  combine  telecom- 
munications with  data  communications,  to  provide 
teleconferencing,  electronic  mail  and  information 
retrieval. 


Following  a  strategy  that  focuses  on  growing 
industries  and  geographical  areas,  Centel  has  devel- 
oped special  expertise  in  communications  for  health 
care,  petrochemicals,  hotels  and  government  installa- 
tions, and  has  a  strong  marketing  organization  with 
more  than  60  offices  in  over  20  states. 

One  indication  of  the  success  of  this  strategy  is  a 
more  than  40%  increase  in  business  communications 
sales  during  each  of  the  last  two  years. 

If  you're  in  search  of  a  company  with  a  most 
promising  future,  take  a  close  look  at  Centel. 

The  future  is  business  communications. 

And  Centel  is  there  already. 


If  you  would  like  a  copy  of  our 
Annual  Report,  please  write: 
Centel  Corporation 

V.P.  Investor  Relations 
OHare  Plaza 

5725  N.  East  River  Road 
Chicago,  IL  6063 f 

New  Ticker  Symbol:  CNT 


ONE  COMPANY  HAS  CREATED 
THE  ONLY  FLYING  ELECTRONIC  WARRIORS 

IN  THE  FREE  WORLD. 

THE  COMPANY  IS  GRUMMAN. 


Two  of  the  most  sophisticated  military 
aircraft  in  the  skies  today  are  armed  not  with 
missiles  but  with  electrons. 

They're  both  built  by  Grumman.  The  carrier- 
based  E  A-6B  for  the  Navy  and  Marine  Corps; 
the  EF-111  for  the  Air  Force.  In  each  case,  their 
primary  mission  is  to  provide  the  electronic  coun- 
termeasures  that  can  blind  an  enemy  to  the 
movements  of  surface  fleets  and  airborne  strike 
forces. 

The  way  these  aircraft  do  it  is  with  tactical 
jamming  systems.  Highly  powerful  systems  that 
can  disrupt  hostile  early  warning  radar,  commun- 
ications, and  radar-controlled  weapons.  Con- 
stantly updated  systems  that  can  provide  coverage 
throughout  the  entire  spectrum  of  tactical  mis- 
sions and  radar  suppression  requirements. 

Providing  electronic  warriors  with  capabili- 
ties like  these  requires  a  host  of  technologies.  Com- 
ing soon:  an  electronic  countermeasures  system 
for  an  Army  helicopter,  as  well  as  an  aircraft  that 
flies  on  a  wing  that  sweeps  forward  instead  of 
back.  So  whether  it's  keeping  today's  aircraft 
preeminent  or  making  tomorrow's  unmatched,  we 
have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 
GRUMMAN 


There  may  be  a  better  buy  than  shares  in  a 
mutual  fund.  Look  what  happens  to  stock 
in  the  funds  management  company. 


Buy  the  moneyman 


By  EUyn  Spragins 

Carl  Yastrzemski  he  is  not.  But  de- 
spite his  snappy  red  bowtie  and 
lawyerly  manner,  Jack  Cogan,  57- 
year-old  president  of  Boston-based 
Pioneer  Group,  a  mutual  fund  man- 
agement company,  talks  a  good  game. 

"If  you  try  to  knock  the  ball  out  of 
the  park,"  he  says  of  his  company's 
stock-picking  philosophy,  you  may 
take  just  an  extra  swing  that  will 
make  you  miss.  We  try  to  hit  singles 
rather  than  home  runs." 

That  fundamentalist  approach,  un- 
changed since  Pioneer  was  founded  by 
Cogan's  partner,  Philip  Carret,  in 
1928,  has  created  some  loyal  share- 
holders. In  55  years  none  of  Pioneer's 
four  funds  has  experienced  a  year  of 
net  redemptions.  Even  during  the 
1980  rush  to  money  funds,  Pioneer 
sold  three  times  as  many  shares  as  it 
redeemed,  while  many  mutual  funds 
were  bleeding. 

Pioneer's  consistently  above-aver- 
age, but  hardly  razzle-dazzle  perfor- 
mance (though  Pioneer  II  landed  on 
the  Forbes  mutual  fund  honor  roll 
last  year),  has  kept  shareholders  hap- 
py. But  there's  a  bittersweetness  in 
Pioneer's  performance.  Few  of  its 
holdings  have  come  anywhere  near 
matching  the  performance  of  a  stock 
Pioneer  doesn't  hold — its  own  man- 
agement company,  Pioneer  Group. 

One  of  just  seven  publicly  traded 
mutual-fund  management  compa- 
nies, Pioneer  Group  earned  $4  million 
last  year  on  revenues  of  $15  million. 
Its  stock  has  sailed  from  $3.38  per 
share  in  1979,  when  the  company 
went  public,  to  $40  recently.  "If  you 
asked  me  four  years  ago  whether  it 
would  be  at  this  level,"  confesses  Co- 
gan, who  owns  22%  of  Pioneer,  "I 
would  have  been  surprised." 

In  some  ways  it  is  surprising.  Man- 
agement companies  make  money  by 
selecting  stocks  that  appreciate,  of 
course,  because  the  management 
takes  a  tiny  fraction  of  total  assets  as 
fees.  Still,  fund  managers  can  always 
make  more  money  by  selling  more 
shares,  which  also  increases  assets,  if 
not  performance.  Pioneer  hardly  sells 
aggressively.  It  rarely  advertises  for 
new  shareholders.  It  has  failed  to  cre- 
ate a  wide  diversity  of  specialized 
funds  to  compete,  say,  with  Fidelity's 
28-fund  circus.  Most  notably,  it  never 
even  started  a  money  market  fund. 

"I  think  we  missed  the  boat,"  says 
Carret,  referring  to  the  money  market 
funds.  The  fund's  founder,  the  86- 
year-old  Carret,  a  graduate  of  Harvard, 
Barron's  and  World  War  I  aviation 
school,  is  nothing  if  not  frank.  "I 
thought  it  was  a  temporary  phenom- 
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John  "Jack"  Johnston  is  typical  of 
the  managerial  talent  investors  can  rely 
on  to  keep  their  Northern  Ireland  opera- 
tions running  at  peak  performance-with 
excellent  productivity  and  an  enviable 
labor  relations  record. 

Jack  brings  25  years  of  experience  to 
his  job  as  Production  Control  Manager  at 
the  Hughes  Tool  Company  plant  in 
Belfast-an  expertise  which  pays  off  in 
the  factory  as  much  as  his  deft  touch 
pays  off  on  a  round  at  the  Clandeboye 
Golf  Club  in  County  Down. 

Besides  a  dedicated  work  force  able 
to  fill  your  personnel  needs  at  every 
level,  Northern  Ireland  offers  investors 
excellent  R&D  support  programs,  top- 
grade  transportation  and  communica- 
tions links  for  easy  access  to  the 
Common  Market  and  other  parts  of 
the  world,  and  investment  incentives 
which  have  been  judged  the  best  overal! 
in  the  EEC. 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  furction 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet 
come  see  for  yourself.  For  further  infor- 
mation, contact  Ian  waiters  or  George 
Forster  at  the  Industrial  Development 
Board  for  Northern  Ireland,  New  York 
office,  150  E.  58th  St.,  New  York,  NY 
10155.  Telephone  (212)  593-2258. 


Northern 
Ireland  works. 


A  visit  will  convince  you. 


Northern 
Ireland 


HOUSE  & GARDEN 


THE  MAGAZINF  OF  CREATIVE  LIVING 


n  atmosphere  of  excellence.  The  new  House  &  Garden. 
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enon,  but  it  turned  out  to  be  more 
permanent  than  I  thought." 

But  consider  Pioneer's  similarly  de- 
mure approach  in  launching  Pioneer 
Three — a  small-company  fund — last 
November.  "Some  people  looked  at 
me  incredulously,"  says  Cogan,  "be- 
cause we  said  we  would  take  steps  to 
restrain  the  influx  of  money  into  the 
fund."  Pioneer  prevented  the  switch- 
ing of  money  from  its  other  three 
funds  into  Pioneer  Three  and  imposed 
a  ceiling  of  $100,000  on  purchases  to 
insure  concentration  in  small  com- 
pany stocks.  Pioneer  Three  thus 
raised  only  $50  million  when  it  could 
have  raised  up  to  $200  million,  Cogan 
says.  Pioneer  also  often  turns  away 
business  from  private  pension  funds, 
21  of  which  it  manages. 

Constraining  growth  makes  for  lit- 
tle glamour,  but  Pioneer's  manage- 
ment seems  unconcerned.  "Why,  if  I 
had  a  set  of  colleagues  who  all  of  a 


sudden  decided  to  try  to  become  pop- 
ular, I  think  I  would  quit,"  Carret 
says.  "We  believe  in  doing  things  be- 
cause we  think  they  are  sound." 

For  Carret,  that  means  ignoring 
noise  from  Wall  Street.  He  and  Pio- 
neer's 15  analysts  look  for  basic  value 
and  unimpeachable  management  and 
don't  care  whether  a  stock  is  hot.  Pio- 
neer recently  bought  $15  million 
worth  of  Schlumberger,  in  the  deeply 
depressed  oil-service  business,  a  loser 
even  in  this  bull  market.  But  it  has 
bigger  holdings  in  American  Tele- 
phone &  Telegraph,  Union  Oil  and 
Motorola.  Pioneer  hangs  on  to  a  typi- 
cal portfolio  holding  for  at  least  three 
years;  no  quarter-end  window  dress- 
ing allowed.  That  way,  if  Pioneer 
picks  well,  which  it  usually  does,  the 
stock  will  perform  in  time  even  if  the 
market  doesn't. 

Over  the  years,  Pioneer  has  patient- 
ly developed  a  network  of  brokers  and 


Pure  play 


Randy  Updyke,  39,  of  Philadelphia 
was  one  of  the  first  money  manag- 
ers to  rediscover  this  simple  truth: 
When  a  mutual  fund's  portfolio 
rises  in  value,  the  earnings — and 
share  price — on  the  fund  manage- 
ment company's  own 
stock  should  do  far  bet- 
ter. "It's  the  purest 
play,"  .  says  Updyke, 
who  bought  100,000 
shares  of  Pioneer 
Group  for  $4  or  so  a 
share  in  the  late  1970s. 
The  shares  he  still 
holds  are  worth  about 
$40.  In  fact,  in  those 
years  Updyke  took  a 
third  of  the  $1.8  mil- 
lion he  was  privately 
managing  for  clients 
and    bought  mutual 

fund  management   

stocks  with  it.  That  was  a  lot  of 
money,  for  only  a  few  fund  man- 
agement stocks  are  publicly  trad- 
ed, and  Updyke  wound  up  with 
positions  of  5%  to  20%  in  compa- 
nies such  as  Keystone  Custodian, 
Eaton  Vance,  National  Securities 
&  Research  and  Pioneer. 

It  really  amounts  to  leverage 
without  debt,  and,  says  Updyke, 
"the  trick  is  to  leverage  the  market 
on  the  upside."  In  a  rising  market, 
the  manager's  investment  fees  rise 
along  with  portfolio  values,  but  ex- 
penses remain  constant.  And  in  a 
rising  market,  investors  buy  more 


Randy  Updyke 


mutual  fund  shares,  further  lever- 
aging earnings  at  negligible  in- 
crease in  costs.  You  may  lose,  of 
course,  in  a  down  market,  but  not 
as  much  as  you'd  lose  leveraged 
with  debt.  Actually,  it  has  been 
years  since  a  down 
market  in  fund  man- 
agement stocks.  And  if 
the  current  bull  market 
persists,  it  will  take 
years  for  the  fund 
stocks  to  deflate. 

Updyke's  analysis 
paid  off.  That  $600,000 
has  grown  to  $4  million. 
Now  he  manages  some 
$40  million,  holds 
2.25%  of  Pioneer's 
stock,  18%  of  National 
Securities,  16%  of  Ea- 
ton Vance  and  4%  of 
Franklin  Resources. 
His  own  view  is  that  the  market 
"has  come  a  long  way,  but  we  still 
haven't  reached  the  giggle  stage." 
That  is  when  management  compa- 
nies will  collect  cash  in  bushels 
because,  at  market  peaks,  inves- 
tors panic  into  funds. 

Updyke  remains  sold  on  fund 
stocks,  and  he  has  wandered  as  far 
as  Hong  Kong  to  invest  in  a  similar 
company — Sun  Hung  Kai,  a  bro- 
kerage firm.  Merrill  owns  25%. 
But  Updyke  is  there,  he  says,  be- 
cause "it's  the  cheapest,  most  dy- 
namic market  in  the  world.  I  think 
it  will  take  off."— E.S. 


Phil  Carret,  director  of  Pioneer  Group 
He's  not  in  a  popularity  contest. 

dealers  willing  to  take  a  good  deal  less 
in  sales  fees  from  Pioneer  than  they 
can  get  from  other  fund  managers,  and 
that  has  kept  Pioneer's  distribution 
costs  low,  enhancing  earnings. 

So  far  as  earnings  are  concerned, 
Pioneer  has  arrived  at  the  right  place 
at  the  right  time.  The  growth  poten- 
tial in  the  pension  management  in- 
dustry, for  instance,  is  alluring 
enough  to  make  some  observers  keen 
on  Pioneer's  $40  stock  even  though 
that  price  is  20  times  1982  earnings. 
The  pool  of  pension  assets,  now 
around  $800  billion,  is  expected  to 
grow,  by  actuarial  estimate,  to  $3  tril- 
lion by  1990.  Fund  manager  John 
Templeton  and  others  speculate  that 
a  lot  of  that  pension  money  will  go 
into  securities. 

Add  all  this  to  Pioneer's  low-risk 
investment  approach  and  relatively 
fixed  operating  costs,  and  you  begin  to 
see  how  the  company's  earnings  can 
be  leveraged  (see  box). 

"Every  new  investment  dollar 
brought  in  generates  crazy  profit  mar- 
gins, probably  on  the  order  of  80%  to 
90%  pretax,"  says  a  trader  in  Pioneer 
Group  stock,  "so  you  get  incredible 
leverage." 

Pioneer  may  also  profit  from  its 
recent  plunge  into  venture  capital.  It 
is  creating  a  limited  partnership  with 
$15  million  to  $20  million  after  hav- 
ing privately  invested  a  total  of  $2 
million  in  five  small  businesses.  The 
investments — mainly  in  medical  de- 
sign and  computer  software  compa- 
nies— are  actively  managed  by  a  team 
that  includes  a  chemistry  Ph.D.  and  a 
blood  disease  specialist. 

But  levelheaded  skepticism  re- 
mains. Ask  Cogan  if  his  razzmatazz 
venture-capital  fling  will  succeed,  and 
he  says,  "Oh,  you  could  be  talking 
wild  numbers,  but  lightning" — the 
deadly  kind — "could  strike,  too."  ■ 
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COAL 

lights  our  nights  &  brightens  our  future! 


We  sit  atop  some  of  the  world's  greatest  coal 
deposits. .  .which  fuel  about  95%  of  the  electricity 
we  generate.  In  fact,  we  supply  over  12.5  billion 
kilowatt-hours  of  electricity  per  year  in  three  of  the 


nation's  fastest-growing  states,  without  nuclear  and 
with  about  5%  hydro,  oil  and  gas  fuel.  That's  one 
reason  our  nights  and  our  future  are  bright 


Ufillt  y 


0011161' 

l  &  LIGHT  COMPANY 


Capital  Markets 


MONEY  &  INVESTMENTS 


Now  that  the  palmy  days  are  over  for  the 
money  market  mutual  funds,  where  s  the 
best  place  to  put  that  money? 

THE  GOLDEN  MEAN 


By  Ben  Weberman 


Since  December  1982,  about  $52 
billion  has  flowed  out  of  money 
market  mutual  funds — hardly  sur- 
prising since  they  are  paying  only 
8%  or  so  to  shareholders,  compared 
with  13.3%  as  recently  as  last  July. 
At  the  same  time,  $300  billion 
flowed  into  the  banks'  and  thrifts' 
new  money  market  deposit  ac- 
counts. But  contrary  to  popular  be- 
lief, it  is  not  the  same  money;  most 
of  that  $300  billion  came  out  of 
other  instruments  inside  the  banks 
and  S&Ls,  like  repurchase  agree- 
ments and  maturing  6-month  and 
30-month  deposit  certificates. 

So  what  happened  to  the  money 
market  funds'  $52  billion? 

According  to  recent  surveys  by 
fund  managers,  perhaps  as  much  as 
half  of  it  is  going  into  other  mutual 
funds — stock  funds  sometimes,  but 
frequently  into  bond  funds. 

The  reason  is  obvious.  When  in- 
terest rates  are  falling  as  they  are 
now,  the  trick  is  to  ride  the  yield 
curve,  to  swap  out  of  instruments 
whose  rate  is  tied  to  falling  short- 
term  rates,  and  into  something  with 
a  longer  maturity.  That  way,  you 
lock  in  today's  higher  rates  instead 
of  tomorrow's  presumably  lower 
ones.  The  yield  is  not  only  higher, 
but  the  rate  of  return  stated  today  is 
close  to  what  you  will  actually  re- 
ceive over  the  full  life  of  the  issue. 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


The  yield  curve  on  Treasury  se- 
curities provides  a  pattern  for  trac- 
ing this  effect.  Three-month  bills 
yield  8.4%  as  this  is  written.  Move 
into  two-year  Treasuries  and  the 
yield  increases  to  9.45%;  extend 
maturity  to  10  years  and  the  yield 
goes  to  10.35%.  From  there  it  in- 
creases to  10.4%  in  30  years. 

Is  this  the  right  thing  to  do  with 
the  money  you  take  out  of  those 
once  glamorous  but  now  lagging 
money  market  funds? 

It  is  if  you  keep  in  mind  that 
extending  maturities  is  a  little 
trickier  than  it  sounds.  The  fact  is, 
there  is  a  big,  not-so-obvious  disad- 
vantage. Short-term  rates  may  be 
falling  right  now,  but  short-term  in- 
vestments always  carry  a  benefit 
you  don't  get  in  longer-term  instru- 
ments: dollar-for-dollar  return  of 
principal.  By  extending  maturity 
you  lock  in  today's  yields,  but  you 
also  open  yourself  to  market  risk 
and  the  possibility  that  you  won't 
get  back  dollar-for-dollar  principal 
when  you  decide  to  sell. 

Here's  what  I  mean:  For  a  1% 
decline  in  interest  rates,  a  2.5-year 
bond  priced  initially  at  $10  to  yield 
11.5%  would  gain  0.21  in  price.  On 
a  7-year  bond,  the  gain  would  be 
0.50,  and  on  a  20-year  bond,  0.83.  If 
interest  rates  drop  3%,  those  price 
changes  become  more  dramatic: 
0.65,  1.16  and  2.86,  respectively. 

This  is  fine  if  rates  continue  to 
fall.  But  the  opposite  happens  if 
they  stop  falling  and  start  rising 
again.  A  3%  interest  rate  increase, 
for  example,  would  erode  20%  of 
the  price  of  a  20-year  bond. 

The  Vanguard  Group  of  mutual 
funds  has  come  up  with  a  compro- 
mise between  the  market  risk  of 
long  maturities  and  the  income  risk 
of  short  maturities.  Called  the  Short 
Term  Portfolio,  it  was  created  last 
November  by  Vanguard  managers 


seeking  a  money  market  mutual 
fund  successor. 

Vanguard's  STP  keeps  a  substan- 
tial portion  of  its  $120  million  as- 
sets in  finance-company  bonds  and 
little  in  industrial  bonds,  utility  pa- 
per or  Treasury  issues.  This  results 
in  a  return  that  is  at  least  1%  higher 
than  Treasuries.  The  reason  finance 
company  securities  are  used  is  that 
industrial  companies  do  not  issue 
much  short-term  debt,  and  their  in- 
termediate-term issues  usually 
come  due  in  not  less  than  seven 
years,  most  likely  ten  years.  But 
banks  and  finance  companies  (or  fi- 
nance subsidiaries  of  big  corpora- 
tions) issue  debentures  covering  the 
entire  spectrum  of  maturities. 

Vanguard's  STP  manager  thus  can 
select  maturities  as  short  as  two  to 
four  years  but  with  high  yields.  For 
example,  among  the  larger  STP 
holdings  on  Mar.  31  were  $4.6  mil- 
lion in  Avco  Financial  Services  de- 
bentures due  1985  and  1987,  $4  mil- 
lion of  Bank  of  America  due  1987, 
and  $3  million  Exxon  Corp.  notes 
due  1987.  In  the  federal  agency  sec- 
tor, the  biggest  block  was  $7  million 
Student  Loan  Marketing  Associ- 
ation debt  due  1987. 

John  C.  Bogle,  chairman  of  Van- 
guard, says  the  fund  has  successful- 
ly held  down  the  variations  be- 
tween high  and  low  prices  since  its 
inception.  Prices  have  ranged  from  a 
low  of  $9.98  a  share  to  a  high  of 
$10.13  a  share.  At  10.3%  yield,  the 
return  is  substantially  greater  than 
the  8%  average  on  money  market 
funds  or  the  8.5%  to  9.5%  on  many 
banks'  and  thrifts'  money  market 
deposit  accounts. 

The  portfolio  manager  tries  to 
keep  current  yield — that  is,  the  ac- 
tual dividend  payments  as  a  per- 
centage of  the  current  price — close 
to  the  yield  to  maturity,  which  re- 
flects appreciation  or  depreciation 
of  price  as  well  as  dividend  pay- 
ments. So  only  a  small  part  of  his 
portfolio  is  older  issues  that  carry 
low  coupons  and  trade  at  a  deep 
discount  because,  for  the  same  yield 
to  maturity,  they  would  generate  a 
lower  current  yield  than  bonds  with 
today's  coupon.  Similarly,  he  usual- 
ly avoids  high  coupon,  high  priced 
bonds.  They  provide  high  yields. 
But  they  also  stand  a  good  chance  of 
being  called. 

The  Golden  Mean,  the  Greeks 
called  it.  ■ 
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Psychology  &  Investing 


MONEY  &  INVESTMENTS 


Many  investors,  persuaded  that  opportu- 
nities have  become  less  attractive  at 
home,  are  looking  overseas. 

GO  WEST... 
AND  EAST 


By  Srully  Blotnick 


Having  paid  their  taxes,  most  of  the 
investors  I  monitor  usually  turn 
their  thoughts  to  vacations  abroad. 
It's  happening  this  year,  too,  but 
with  special  force,  for  two  reasons. 

First,  these  investors  are  at  least 
dimly  aware  now,  and  becoming 
more  knowledgeable  daily,  of  the 
strength  of  the  U.S.  dollar  relative 
to  the  currencies  of  the  countries 
they  want  to  visit.  Typical  com- 
ments: "I  just  found  out  that  I  can 
get  over  7  [French]  francs  to  the  dol- 
lar," and,  "Did  you  know  that  the 
[British]  pound  is  now  at — or  even 
below — $1.50?"  Many  of  them  have 
an  idea  of  what  a  reasonable  rate  of 
exchange  for  each  currency  should 
be.  Prior  trips  to  Britain  make  them 
guess  that  the  pound  "ought  to  be 
worth"  $2.21 — that  was  the  median 
estimate  of  1 78  investors.  They  felt 
that  the  French  franc  should  net  4  or 
at  most  5  to  the  dollar. 

Badly  out  of  date  though  they  are, 
these  pictures  from  the  past  are  go- 
ing to  have  a  major  impact  in  the 
near  future.  That's  because  current 
exchange  rates  are  inspiring 
thoughts  of  investment  windfalls. 

What  would  they  invest  in  to  ob- 
tain one?  The  trip  itself,  to  begin 
with.  As  one  San  Franciscan  put  it, 
"Right  now,  exchange  rates  give  me 


Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


a  chance  to  have  a  bargain-rate  vaca- 
tion." In  previous  years,  particular- 
ly during  the  late  Seventies,  many 
of  these  people  went  on  vacations 
expressly  for  the  purpose  of  buying 
collectibles — not  intangibles — in- 
expensively. "Pre-Columbian,"  one 
couple  used  to  call  them,  explain- 
ing, "pieces  that  could  be  had  for 
prices  that  prevailed  before  our 
neighbors  in  Columbus — and 
friends  in  Cincinnati  and  Cleve- 
land— got  there,  too." 

The  second,  and  equally  impor- 
tant, reason  for  the  resurgence  of 
interest  in  travel  abroad  is  connect- 
ed with  what  a  growing  number  of 
investors  describe  as  "the  exhaus- 
tion of  good  investment  opportuni- 
ties in  the  U.S."  They  think  stock 
and  bond  prices  at  home  are  less 
appealing  now  than  they  were  a  year 
ago.  They  also  find  prices  for  land 
and  houses  unattractively  high.  Ob- 
vious solution:  Combine  a  pleasure 
trip  abroad  with  a  survey  of  invest- 
ment possibilities. 

The  trend  is  just  starting,  but  three 
fascinating  points  that  emerged  in 
my  interviews  warrant  notice. 

1)  Americans  went  abroad  in  the 
1970s  looking  for  things  that  could 
be  lugged  home  in  a  suitcase.  Now, 
almost  offhandedly,  they  are  look- 
ing for  land  and  buildings — nonpor- 
table items  that,  at  the  very  least, 
are  pretty  and  might  increase  sub- 
stantially in  value  over  the  years. 

As  property  owners  everywhere 
have  learned,  sinking  capital  into  a 
particular  setting  brings  with  it  an 
intense  interest  in  local  and  region- 
al affairs.  It's  safe  to  predict  that 
even  if  only  one-third  of  the  people 
who  say  they  would  like  to  own 
property  abroad  actually  purchase 
it,  protectionist  and  isolationist 
sentiments  in  the  U.S.  would  be 
moderated  considerably. 

2)  U.S.  investors  now  view  ex- 


change rates  as  reflecting  a  foreign 
nation's  political  situation  at  least 
as  much  as,  if  not  more  than,  its 
economic  prospects.  That's  a  new 
twist  on  an  old  theme.  Politics,  as 
well  as  economics,  has  always 
played  a  role  in  setting  currency  val- 
ues, and  many  analysts  rightly 
claim  that  the  two  are  indissoluble. 
The  twist  is  that  the  investors  in 
my  sample  like  the  idea  of  exchange 
rates  as  political  barometers.  Con- 
templating a  house  in,  say,  Portugal 
or  Spain — countries  with  at  least 
some  risk  of  political  instability — 
they  feel  the  dollar's  current 
strength  gives  them,  in  effect,  a  cal- 
culable discount  to  offset  the  risk. 

3)  The  third  and  final  point  is 
to  me  the  most  interesting — and 
ironic.  In  the  late  Seventies,  a  host 
of  Chicken  Littles  tried  to  stampede 
the  public  into  selling  everything 
and  heading  for  the  hills,  or  to  for- 
eign havens.  Why?  Because,  as  they 
put  it  at  the  time,  "the  economic 
world  as  we  know  it  is  coming  to  an 
end."  Well,  the  world  is  still  with 
us,  pretty  much  unchanged. 

Unfortunately,  that  didn't  stop 
the  fearmongers  from  heading  for 
the  hills  with  a  quick  fortune — 
made  by  alarming  their  followers. 
"Fortress  America  is  crumbling," 
the  doomsayers  were  announcing 
endlessly  only  yesterday.  What 
were  investors  supposed  to  do?  Two 
things:  First,  convert  their  paper 
money  into  gold  and  silver;  second, 
start  looking  in  rural  America  and 
overseas  for  safe  havens.  The  latter 
pitch  was  every  bit  as  powerful  as 
the  former  in  making  people  attend 
expensive  "hard  money"  confer- 
ences. In  fact,  more  than  half  the 
people  I  surveyed  at  these  confer- 
ences told  me  that  they  had  come 
primarily  to  find  out  how  to  be  "in- 
ternational investors"  and  "to  learn 
how  to  diversify  my  portfolio  away 
from  U.S.  stocks."  What  was  strik- 
ing, though,  was  that  these  people 
listened  intently  but  bought  almost 
no  foreign  stocks  or  real  estate.  Basi- 
cally, the  conferences  gave  them  an 
excuse  to  hoard  their  money,  while 
pooling  their  anxieties. 

Only  now,  with  the  crowd  dis- 
persed and  confidence  growing  dai- 
ly, does  investing  abroad  really 
strike  them  as  an  appealing  possi- 
bility. Marketers  take  note:  The 
pursuit  of  profit  will  pull  surplus 
capital  abroad  far  faster  than  fear.  ■ 
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Futures  Trading  At  The  CME 


Risk  Is  Not 

A  Four-Letter  Word 


Today  more  than  ever,  risk  is  a  fact 
of  life.  Avoiding  risk  is  impossible. 
Recognizing  the  opportunities  it 
presents  is  the  mark  of  a  smart  investor. 

Managing  risks  and  taking  advantage  of 
them  is  what  futures  and  options  trading 
on  the  Chicago  Mercantile  Exchange  is 
all  about. 

The  CME  is  the  world's  most  diverse 
marketplace,  offering  actively  traded  con- 
tracts on  the  Standard  &  Poor's  500  Stock 
Index  Futures,  S&P  500  Options,  and  futures 
contracts  in  three  short-term  interest  rate 
products,  seven  foreign  currencies,  cattle, 
hogs,  pork  bellies,  gold  and  lumber. 

These  contracts  can  help  investors  and 
businessmen  alike  treat  risk  as  other  than 
a  four-letter  word.  With  CME  contracts,  it's 
possible  to  diversify  a  commodity  portfolio 
...manage  interest  rate  volatility... or  even 
hedge  the  value  of  an  equities  portfolio. 

To  learn  more  about  futures  and  options 
trading  at  the  CME,  contact  your  broker. 
He  or  she  can  give  you  a  copy  of  "Trading 
in  Tomorrows:  Your  Guide  to  Futures"  and 
"Options  on  Futures:  A  New  Way  to  Partici- 
pate in  Futures,"  and  show  you  videotapes 
featuring  Louis  Rukeyser,  the  host  of  public 
television's  "Wall  Street  Week." 

Together,  they  can  help  today's  investor 
recognize  the  opportunity  side  of  risk.  ■ 

Markets  For  Today's  Investor 

CHICAGO 

MERCANTILE 
IVI  EXCHANGE" 

L»  International  Monetary  Market  « 
Index  and  Option  Market 

444  W  Jackson  Blvd.  ■  Chicago,  IL  60606  ■  312/648-1000 
Offices  in  New  York  and  London 


Venture  Capital 


Some  things  may  be  cheaper  by  the  doz- 
en, but  not  the  kind  of  service  Donald 
Gamache  and  his  Innotech  provide  for 
some  of  America's  biggest  corporations: 

THE  IDEA  MAN 


By  Thomas  P.  Murphy 


"Ideas,"  muses  47-year-old  Donald 
Gamache,  "are  a  dime  a  dozen." 

Well,  not  everybody's  ideas.  Inno- 
tech, Gamache 's  company,  charges 
$11,800  a  month  to  think  of  new 
product  ideas  for  the  likes  of  Gener- 
al Electric,  3M,  Scott  Paper,  General 
Foods,  et  al.  The  idea-generating  cy- 
cle is  six  or  seven  months  and,  ac- 
cording to  Gamache,  the  fee  just 
covers  costs.  Profits  come  from 
what  Gamache  calls  a  "success  con- 
tingency." It  is,  in  effect,  a  royalty 
of  from  0.5%  to  3%  of  gross  sales  of 
the  product  or  service  developed 
from  Innotech's  search. 

Why  have  so  many  big  compa- 
nies, and  some  smaller  ones  as  well, 
been  willing  to  pay  the  considerable 
difference  between  a  dime  a  dozen 
and  Innotech's  price?  Gamache,  a 
voluble  charmer,  is  happy  to  answer 
that  question.  "There  is  no  such 
thing  as  a  good  idea,"  he  says.  "We 
spent  eight  years,  more  than  half  of 
Innotech's  existence,  learning  how 
to  come  up  with  quality  ideas."  The 
difference?  "Quality  ideas  really  fit 
the  company,"  Gamache  explains. 
Furthermore,  the  idea  is  only  half 
the  job.  The  other  half,  says  Ga- 
mache, is  "working  within  the  cor- 
poration's culture  to  get  the  idea 
implemented." 

Innotech's  approach  to  ideas  be- 
gins conventionally,  a  one-day  in- 


Thomas  P.  Murphy  beads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn. 


formation-gathering  session  with 
the  client's  team  that  is  always  held 
in  the  client's  offices.  The  team  is 
comprised  of  from  five  to  seven  peo- 
ple, and  typically  represents  every 
major  functional  area  in  the  client's 
company. 

The  purpose  of  the  meeting  is  not 
to  think  of  new-product  ideas,  but 
to  define  what  the  company's  crite- 
ria are  for  a  successful  new  product. 
A  chemical  manufacturer,  as  it 
turns  out,  is  looking  for  new  appli- 
cations for  a  50-year-old  chemical 
that  everybody  believes  has  saturat- 
ed all  its  possible  markets.  A  small- 
ish zinc  casting  company,  selling 
only  to  original  equipment  manu- 
facturers, wants  diversification. 

The  first  meeting,  then,  defines 
the  mission — what  kind  of  product 
does  the  company  really  want?  How 
much  is  it  willing  to  risk — not  in- 
vest, but  possibly  lose — to  get  it? 

The  next  move  is  a  trip  to  the 
brain  bank.  Tucked  away  in  the 
memory  of  Innotech's  computer  are 
the  names  of  4,000-or-so  experts. 
The  first  "sort"  is  for  broad-based, 
horizontal  (in  Innotech  parlance) 
experts — five  to  seven  of  them. 
They  come  from  fields  that  seem  to 
be  related  to  the  client's  search.  The 
day  I  visited  Innotech's  headquar- 
ters in  Trumbull,  Conn.,  the  search 
was  on  for  experts  in  surfactant 
technology.  The  experts  are  briefed 
by  mail  on  the  nature  of  the  assign- 
ment, though  they  are  not  given  the 
client's  name,  and  invited  to  a 
meeting  in  Trumbull.  That  meeting 
is  a  kind  of  disciplined  bull  session, 
with  participants  throwing  out  all 
kinds  of  thoughts  about  social  and 
economic  trends,  as  well  as  possible 
products,  or  at  least  areas  to  look  at. 

This  first  pass  is  done  uncritically 
and  at  breakneck  speed.  A  three- 
hour  meeting  generates  hundreds  of 
ideas,  most  of  them  useless. 
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Clients  may  or  may  not  be  sitting 
in.  Gamache  wants  to  avoid — at  any 
cost — someone  who  is  critical  or 
someone  who  dominates  the  meet- 
ing. Criticism  breaks  the  easy  flow 
of  thought.  To  deal  with  the  com- 
pulsive talkers,  Gamache  resorts  to 
flattery:  "You  are  such  a  marvelous 
source  of  ideas,"  he  tells  them, 
"that  I  want  one  of  my  associates 
here  to  debrief  you  personally." 

Meeting  three  is  again  with  the 
client's  team.  Its  purpose  is  to  sort 
through  the  effluvia  of  meeting  two. 
What  is  worth  pursuing? 

Innotech  then  goes  back  to  its 
computer,  this  time  looking  for 
what  it  calls  "vertical  expertise."  A 
vertical  expert,  for  example,  might 
know  a  lot  about  chemicals  used  in 
one  branch  of  the  marine  industry. 
Then  there  is  another  meeting  in 
Trumbull,  and  a  narrowing  focus  on 
ideas  and  markets  and,  typically, 
still  another  meeting,  again  with 
vertical  experts,  both  to  refine  ideas 
produced  in  the  previous  meeting 
and  to  generate  more. 

Further  iteration  may  or  may  not 
be  needed.  At  any  rate,  the  hundreds 
of  ideas  are  now  winnowed  down  to 
one  idea,  the  idea,  and  that  is  what  is 
presented  to  the  client. 

The  ideas  are  not  such  stunners. 
But  they  make  sense.  The  zinc  cast- 
er, for  instance,  diversified  into 
manufacturing  fixtures  for  hanging 
houseplants.  That  idea  stemmed 
from  an  expert's  observation  that 
there  was  growing  use  of  house- 
plants  and  nothing  in  the  stores  for 
hanging  them  from  the  ceiling. 
Since  the  client's  team  has  been  in- 
volved with  Innotech  for  months,  if 
things  have  worked  right,  there  is  a 
consensus  within  the  company  for 
the  idea  finally  picked.  That  helps 
overcome  the  N.I.H.  (not-invented- 
here)  prejudice. 

As  for  implementation,  Gamache 
likes  to  team  a  bright,  younger  ex- 
ecutive hoping  to  build  a  career  on 
the  idea  with  a  seasoned  hand  who 
can  guide  the  younger  person 
through  the  pitfalls  of  the  organiza- 
tion. The  worst  outcome,  Gamache 
notes,  is  when  the  president  of  the 
company  decides  the  idea  is  so  great 
that  he  wants  to  manage  it  personal- 
ly. "You  always  go  back,"  Gamache 
says  sadly,  "and  find  that  the  presi- 
dent hasn't  found  time  to  do  any- 
thing with  the  idea  and  his  enthusi- 
asm is  waning."  ■ 
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TIME 


Different  strokes. 


Cleveland  Museum  ol  Art 


A  new  look  at  the  work  of  Americas finest  realist  painter  opens  the  eyes  of a  generation 
raised  on  impressionist  and  nonobjective  art 


Realistic  painting  is  so  reassuring. 
Things  are  always  what  they 
seem,  and  a  river  is  not  Life,  but 

a  river. 

On  the  other  hand,  if  it's  that  ob- 
vious, why  is  a  realistic  painting  better 
than  a  photograph,  or  a  competent  mag- 
azine illustration? 

Recently,  in  its  Art  section,  TIME 
Magazine  hailed  a  new  exhibit  of  the 
works  of  Thomas  Eakins,  America's 
genius  of  realistic  painting,  and  without 
effusion  or  obscurity  addressed  the  is- 
sue head-on.  The  main  point,  said 
TIME's  art  critic  Robert  Hughes,  is  that 
Eakins  loved  the  facts  he  showed. 


In  painting  a  picture,  he  was  not 
merely  recording,  but  negotiating  an 
agreement  between  what  he  saw,  what 
he  remembered,  what  he  felt,  what  he 
wanted  the  painting  to  communicate. 

In  the  Eakins  article,  Hughes  also 
reasserted  a  kind  of  benchmark  for  art 
criticism:  enthusiasm,  but  not  a  pe- 
remptory enthusiasm;  a  drawing  of  con- 
nections between  painter  and  painting, 
and  between  painting  and  observer;  and 
an  ability  to  explain  without  mystery 
the  terms  in  which  a  work  of  art  may  be 
admired. 

Like  Eakins,  TIME  has  its  own 
sense  of  mission:  to  document  reality 


with  scrupulous  accuracy,  to  invest 
events  with  life  and  color,  to  put  them 
into  perspective,  to  achieve  the  realist's 
ambition  of  showing  them  to  be  more 
than  a  random  sum  of  parts.  In  achiev- 
ing that  ambition, 
TIME  each  week  at- 
tracts more  than  29 
million  men  and 
women  around  the 
world-  readers  who 
get  more  out  of 
TIME,  because  more 
goes  into  it. 

More  goes  into  it 


Sources:  SMRB  1981;  Time  Subscriber  Study  Updated  to  1981 
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Stock  Trends 


Always  keep  in  mind:  Portfolios  need 
constant  care  and  attention  by  active 
and  well-exercised  financial  minds. 

OUT  OF  SHAPE 
PORTFOLIOS 


By  Ann  C.  Brown 


Trim,  slim,  granola-crunching, 
tofu-munching  investors  frequently 
appear  in  our  offices,  weighted 
down  with  portfolios  bulging  with 
weak  and  flabby  stocks  collected 
and  neglected  over  the  years.  More 
often  than  not  the  owners  of  these 
disappointing  and  dated  issues  ex- 
plain that  these  are  equities  they 
were  once  advised  to  buy  and  put 
away.  The  tipsters  should  have  been 
put  away.  Stocks  need  constant  care 
by  active  and  well-exercised  finan- 
cial minds. 

Even  more  important  than  the 
condition  of  each  individual  securi- 
ty is  the  composition  of  the  entire 
portfolio.  Most  investor  unhappi- 
ness  is  the  result  of  portfolio  imbal- 
ance or  inappropriateness.  Invest- 
ment objectives  change,  and  stocks 
suitable  for  a  young  married  couple 
with  two  incomes  and  zero  chil- 
dren are  likely  to  be  all  wrong  for 
middle-aged  parents  facing  three 
staggering  tuition  bills.  Then  there 
is  the  older  generation  and  their 
portfolios.  While  many  retirees  or 
soon-to-be  retirees  look  to  their  se- 
curities to  provide  extra  income, 
others  can  or  should  have  surpris- 
ingly aggressive  portfolios,  as  they 
are  sufficiently  well  off  to  assume 
investment  risks  that  relatively 
high  incomes  and  low  expenses  per- 


Ann  C  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC  Brown  &  Associates. 


mit.  Investing  is  an  intensely  per- 
sonal affair,  yet  few  people  spend  as 
much  time  determining  their  par- 
ticular investment  needs  as  they 
spend  selecting  new  cars. 

All  dabblers  in  the  market,  most 
semi-serious  investors  and  more 
than  a  handful  of  pros  I  know  could 
benefit  from  a  thorough  portfolio 
checkup.  The  advice  of  a  truly  expe- 
rienced (and  rare)  expert  can  be  in- 
valuable— and  expensive.  A  little 
self-analysis  of  your  own  portfolio 
can  often  be  helpful. 

•  Gather  together  all  the  facts 
about  your  portfolio — the  issues, 
quantities,  prices  paid,  purchase 
dates,  dividend  yields,  gains  and 
losses,  P/E  ratios,  estimated  growth 
rates,  etc.  Just  looking  at  this  infor- 
mation should  suggest  action. 

•  Group  the  securities  into  indus- 
try classifications  and  calculate  the 
percentage  each  stock  and  industry 
represents  in  your  portfolio.  If  any 
one  stock  exceeds  10%  of  your  port- 
folio or  any  industry  more  than  20% 
to  25%,  consider  reducing  the  expo- 
sure, unless  you  have  a  very  good 
reason  for  not  doing  so. 

•  Examine  each  security  closely. 
Ask  yourself  whether  you  would 
buy  more  shares  today  if  someone 
suddenly  gave  you  $100,000.  If  not, 
sell,  unless  doing  so  would  cause 
adverse  tax  consequences. 

•  Look  carefully  for  "manacled 
money" — funds  locked  up  in 
stocks  that  have  declined  and  that 
you  have  hoped  and  prayed  would 
recover  to  the  prices  originally 
paid,  so  you  could  get  out  with  no 
loss  of  cash  or  face.  This  also  ap- 
plies to  monies  locked  up  in  yes- 
terday's gainers  that  are  unlikely 
to  rise  in  today's  market.  These  are 
holdings  that  you  have  become 
emotionally  attached  to  because 
they  were  once  good  to  you  or  to 
your  forebears.  My  advice  is  to  sell 
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these  antiques  and  reinvest  the 
proceeds  in  contemporary  stocks 
you  may  love  even  more. 

Okay,  you  say,  but  what  are  some 
growth  stocks  that  aren't  already 
priced  out  of  sight,  now  that  the 
stock  market  is  nearly  half  again  as 
high  as  it  was  last  summer?  Well, 
for  openers,  there  is  Black  &  Decker 
Manufacturing  (19),  which  is  an  old 
company  with  new  promise.  Long 
known  for  its  premier  do-it-yourself 
power  tools,  the  company  is  reach- 
ing out  to  the  busy  female  consum- 
er with  valuable  timesavers,  like 
the  Dustbuster  and  the  Spotliter. 

Black  &.  Decker  also  plans  to 
launch  an  entirely  new  profession- 
al-power-tool line.  This  should  help 
earnings,  as  should  the  anticipated 
pickup  in  overseas  sales,  which 
have  suffered  from  unfavorable  cur- 
rency translations.  For  fiscal  1983, 
ending  in  September,  Black  & 
Decker  could  show  earnings  from 
operations  of  approximately  $1.20 
per  share,  vs.  97  cents  last  year. 
Early  1984  estimates  are  for  $2.25 
per  share. 

Also  attractive  is  Levi  Strauss  (48), 
which  has  had  a  handsome  runup 
recently,  but  which  stands  to  go 
higher  once  investors  begin  to  be- 
lieve the  company  can  earn  $4.75 
per  share  this  fiscal  year,  $6  or  more 
in  1984  and  perhaps  as  much  as  $8 
per  share  in  1985.  Last  year  the 
company's  earnings  in  its  large  for- 
eign markets  were  hurt  by  the  reces- 
sion, coupled  with  an  unusually 
strong  dollar.  However,  the  picture 
is  brightening  and  the  company  has 
enjoyed  success  in  its  new  Sears  and 
J.C.  Penney  outlets. 

The  1984  Olympics  and  TV's 
longest  maxi-series,  the  presidential 
election,  should  improve  the  al- 
ready sharp  picture  for  American 
Broadcasting  Cos.,  Inc.  (65).  Big 
boosts  in  corporate  advertising  bud- 
gets, which,  in  many  cases,  were 
frozen  or  cut  back  during  the  reces- 
sion should  help,  too.  Earnings  esti- 
mates for  ABC  for  this  year  are  in 
the  $6.10-to-$6.25-per-share  range, 
up  from  $5.54  in  1982.  Next  year 
$7.50  per  share  seems  possible,  and 
the  stock,  if  it  sells  near  the  current 
market  multiple  of  12,  has  an  up- 
side potential  of  40%  to  50%. 

Better-Than-Even-Money  Depart- 
ment: Chances  are,  Waste  Manage- 
ment  (46)  will  be  selling  higher  a 
year  from  now.  ■ 
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THE  US. 
STRIKES 

GOLD. 

Presenting  U.S.  Gold.™  It  is  gold  from 
the  Treasury  of  the  United  States.  Minted 
for  Americans  interested  in  gold  bullion 
in  its  most  convenient  form. 

U.S.  Gold  comes  in  two  popular  sizes, 
one  troy  ounce  and  one-half  troy  ounce  of 
fine  gold.  Mandated  by  the  U.S.  Congress 
under  the  American  Arts  Gold  Medallion 
Act  and  minted  since  1980,  U.S.  Gold 
features  outstanding  Americans  in  the  Arts. 

Minted  from  official  United  States 
gold  reserves,  this  U.S.  Gold  is  a  very 
tradeable,  liquid  investment.  Like  foreign 
gold  bullion  coins,  it's  easy  to  buy  and  easy 
to  cash  in. 

The  market  value  is  based  on  the 
gold  content,  plus  a  small  premium  at  the 
time  of  purchase  for  the  cost  of  minting 
and  distributing,  just  like  foreign  gold  bullion  coins.  And,  because  U.S.  Gold  is  available 
in  standard  sizes,  you  can  easily  verify  the  approximate  market  value  by  looking  at  the 
gold  price  in  the  financial  section  of  your  daily  newspaper. 

And  remember,  while  gold  historically  has  been  a  desirable  investment,  last  year 
gold  varied  from  $300  to  $500  an  ounce.  No  one  can  predict  what  will  happen  in  the 
market.  So,  simply  think  of  U.S.  Gold  as  an  addition  to  your  investment  portfolio. 
With  this  in  mind,  the  U.S.  can  offer  you  gold  as  never  before. 

U.S.  Gold  is  sold  at  selected  banks,  brokerage  houses,  coin 
dealers  and  precious  metals  companies. 

For  more  information  on  how  to  find  and  buy  U.S.  Gold, 
call  toll-free  1-800-USA-GOLD. 

U.S.  Gold  is  issued  by  the  Department  of  the  Treasury,  United  States  Mint.  Primary  distributor: 
J.  Aron  &  Company,  a  member  of  the  Goldman  Sachs  Group  ©J  Aron  &  Company  1983 
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Commodities 


The  runup  of  cattle  over  hogs  has  been 
overdone.  A  correction  in  this  spread 
would  offer  a  nice  profit  opportunity. 

OINKS  VERSUS 
LOWS 


tie  on  land  that  in  the  past  would 
have  been  used  to  raise  grain,  such 
as  wheat. 

The  fundamental  outlook  for 
hogs,  meanwhile,  as  revealed  by  the 
March  Hogs  and  Pigs  Report,  re- 
mains negative,  too.  Producers  have 
started  to  expand  herds  much  more 
rapidly  than  previously  believed. 
The  bearish  import  of  this,  as  the 
accompanying  chart  shows,  has  put 
live  hog  prices  under  pressure. 

Nor  is  that  all  the  bearish  news 
from  hog  country.  Responding  to 
profitable  feeding  margins  and  am- 
ple feed  supplies,  the  inventory  of 
all  hogs  and  pigs,  at  40.6  million 
head,  was  up  3%  from  a  year  ago. 
There  has  also  been  a  6%  increase 
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By  Stanley  W.  Angrist 


Traders  who  correctly  anticipated 
the  fundamentals  in  the  meat  mar- 
kets in  recent  months,  going  long 
cattle  and  short  hogs,  have  done 
nicely.  The  cattle  premium  of  under 
2  cents  per  pound  in  early  Decem- 
ber widened,  to  more  than  1 7  cents 
per  pound,  on  the  August  contracts. 
It  looks  to  me,  though,  that  the  cat- 
tle markets  are  at  a  turning  point. 
Let's  see  why  this  spread  has  per- 
formed so  well  thus  far  and  why, 
despite  some  evidence  to  the  con- 
trary, a  different  strategy  now 
makes  sense. 

The  Seven-State  Cattle-on-Feed 
report  released  Mar.  14  by  the  U.S. 
Department  of  Agriculture  showed 
that  beef  supplies  will  be  less  plen- 
tiful this  summer  than  previously 
estimated.  True,  the  number  of  cat- 
tle on  feed  was  1 1 1  %  of  a  year  ago. 
But  that  report  doesn't  yet  reflect 
the  fact  that  placements  of  cattle  in 
feedlots  during  February  declined 
11%  from  February  1982  or  that 
marketings  increased  7%  from  a 
year  earlier.  Muddy  feedlots  during 
January  and  February  discouraged 
cattle  feeders  from  heavy  place- 
ments. Also,  the  Payment-in-Kind 
(PIK)  program,  recently  introduced 
by  the  U.S.  Department  of  Agricul- 
ture to  reduce  grain  production, 
provides  an  incentive  to  graze  cat- 

Stanley  W.  Arigrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  tnarkets. 


opposite  direction.  Here  are  the 
more  important  reasons: 

Large  numbers  of  cattle  on  feed, 
as  noted  in  the  cattle  report,  will  be 
coming  to  market  during  the  sum- 
mer. Feedlots  will  soon  start  to 
bulge  with  cattle  that  must  come  to 
slaughter.  On  the  other  hand,  hog 
slaughter  will  begin  to  decline 
toward  seasonal  lows,  reached  in 
July.  One  factor  that  might  slow  the 
expansion  plans  of  hog  producers  is 
the  sharp  increase  in  corn  prices 
caused  by  the  PIK  program.  These 
higher  feed  prices  will  reduce  the 
profitability  of  hog  production. 
Such  a  situation  should  act  as  a  safe- 
ty net  under  hog  prices. 

Ideally,  the  hogs  versus  cattle 
spread  should  be  put  on  on  an 
"equal-weight"  basis.  One  contract 
of  live  cattle  is  for  40,000  pounds, 
while  one  contract  of  live  hogs  is  for 
30,000  pounds.  Thus,  I  would  rec- 
ommend buying  four  contracts  of 
August  hogs,  while  selling  three 
contracts  of  August  cattle,  with  a 
premium  of  at  least  16  cents  per 
pound  to  the  cattle.  I  would  risk  no 
more  than  200  points  ($800  per  indi- 
vidual spread,  or  $2,400  per  spread 
package  of  3  cattle/4  hogs)  from  my 
entry  point.  The  spread  could  nar- 


Cattle  call 


Many  observers  think  that  the  rally  in  cattle  is  nearing  its  end. 
Since  a  substantial  sell-off  in  hogs  has  already  occurred,  an  easing  of 
cattle  prices  would  cause  this  spread  to  narrow. 


Price  (cents  per  pound) 


70 


1982 


1983 


in  the  number  of  hogs  kept  for 
breeding.  Clearly,  breeders  intend 
to  increase  herds  later  in  the  year 
and  into  1984. 

Thus,  the  fundamentals  indicate 
that  the  way  to  bet  remains  long 
cattle/short  hogs.  I  believe,  howev- 
er, that  the  spread  has  gone  about  as 
far  as  it  should  in  that  direction. 
The  way  to  play  it  now  is  in  the 


row  as  much  as  500  points  ($2,000 
per  spread  or  $6,000  per  package). 
This  is  not  a  riskless  spread.  There- 
fore, traders  or  their  brokers  must 
pay  some  attention  to  it. 

The  margin  per  individual  spread 
at  most  houses  is  the  margin  re- 
quired on  the  cattle  side,  or  about 
$1,200.  The  round-trip  commission 
should  be  about  $120  per  spread.  ■ 
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How  this  unusual  magazine 
might  actually  help 
your  new  business  thrive. 


If  you  can't  quite  believe  any  magazine  could 
actually  help  a  business  succeed,  talk  to  one  of 
Venture's  250,000  readers. 

These  readers  aren't  naive.  Their  average  income 
is  $100,395.  Almost  70%  already  own  their  own 
businesses  and  look  to  Venture  for  help  in  starting 
their  next  one. 

They  read  Venture  for  information  they  simply 
can't  get  anywhere  else.  This  money-saving  offer 
will  bring  you  that  information  too. 

You'll  find  out  where  the  opportunities  are. 

Venture  explores  hundreds  of  new  business  areas 
each  year,  and  reports  to  you  on  the  likely  winners. 
Converting  technology  into  profits.  From  microcir- 
cuits  to  microorganisms,  new  technology-based  busi- 
nesses are  starting  up  at  record  rates.  Venture 
explains  how  it's  done,  and  where  to  find  unex- 
ploited  technology. 

A  spare-time  real  estate  business.  How  hard  work, 
and  creative  financing  have  built  fortunes  for  part- 
timers  in  real  estate. 

Can  anyone  become  a  consultant?  There  are  2,000 
new  entries  a  year  in  this  $32  billion  business. 
Venture  details  the  requirements  for  success. 
Plus:  Fitness  center  franchises.  Computer/video  retail 
stores.  The  wine  business.  Banks.  Restaurants.  Office 
condos  and  much  more. 

You'll  learn  how  to  finance  your  new  business. 

How  to  raise  money  from  standard  sources  like  pri- 
vate investors  and  venture  capital  firms,  and  also 
from  little-known  sources  that  might  work  for  you. 
Where  to  go  for  venture  capital.  Venture's  annual 
directory  of  the  top  venture  capital  firms  is  a  way  to 
get  in  touch  with  big  dollars. 

Big  risks  and  big  rewards.  How  high-rollers  like  Ted 
Turner  (Cable  News)  and  Donald  Burr  (People 
Express)  raise  the  millions  they  need  to  operate. 
Business  plans  that  lure  capital.  How  to  write — and 
talk — a  business  plan  that  will  persuade  the  green- 
eyeshade  crowd. 

Plus:  The  loan-scam  epidemic.  Uncovering  tax  cred- 
its. Agents,  brokers,  finders.  How  to  raise  $5  million 
without  SEC  registration. 

You'll  discover  the  secrets  of  new-business  man- 
agement. Not  in  abstract  textbook  terms,  but  through 
the  real-life  experiences  of  other  entrepreneurs. 
How  to  build  a  team.  Risk-taking  managers  who  can 
work  under  pressure  aren't  easy  to  find  if  you  can't 
pay  top  dollar.  But  other  lures  can  hook  them. 
Making  a  partnership  work.  Look  for  a  partner 
who's  not  too  much  like  you  —  or  too  different — and 
keep  your  ego  in  check. 

How  much  are  you  worth?  A  survey  of  16,500 
owner-executives  reveals  surprising  differences  in 
how  they  pay  themselves. 

Plus:  Living  together  and  working  together.  How 
valuable  is  your  patent?  How  to  be  happy  though 
bankrupt.  When  two  ventures  are  better  than  one. 

You'll  learn  how  to  train  yourself  for  entrepre- 
neurship.  How  to  prevent  your  own  weaknesses 
from  undermining  your  enterprise.  How  to  cope  with 
crisis,  eliminate  clutter,  reduce  the  strain  of  travel, 
get  the  most  out  of  your  leisure  time. 

What's  more,  every  issue  of  Venture  brings  you  a 
complete  list  of  public  offerings  that  tells  you  who  is 
raising  how  much  money.  Plus  briefings  on  tax 
shelters,  franchise  availabilities,  new  patents,  Wash- 
ington developments,  entrepreneurial  lifestyles. 

Return  the  coupon  or  the  bound-in  card  to  start 
your  subscription  to  Venture  at  $12  off  the  cover 
price. 
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Start  my  subscription 

toVM$mat5\2offBs. 

I  pay  only  $12  for  the  next  12  issues.  I  may  cancel  my  sub- 
scription at  any  time  for  a  full  refund  on  all  unmailed  issues 

Name  


Address 


Cily 


Zip 


□  Renew  my  subscription  at  these  money-saving  rates. 

□  Payment  enclosed    □  Bill  me 

Mail  today  to:  Venture  Subscription  Service 

P.O.  Box  10771, 'Des  Moines,  Iowa  50349 
OR  CALL  TOLL-FREE:  1-800-247-5470 
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Observations 


If  you  are  just  plunging  into  work,  I  urge 
you  to  take  advantage  of  all  the  tax 
breaks  you  can,  right  from  the  beginning. 

RETIREMENT  FOR 
YOUNGSTERS 


By  Ashby  Bladen 


Our  financial  system  is  becoming 
so  unstable  that  I  believe  young  peo- 
ple should  start  planning  for  their 
retirement  in  the  year  they  get  their 
first  paycheck.  People  already  re- 
tired will  probably  continue  to  get 
the  standard  of  living  that  Social 
Security  currently  appears  to  prom- 
ise. But  it's  doubtful  that  this  will 
be  true  for  people  in  the  middle  of 
their  careers.  It  is  highly  unlikely 
for  youngsters  just  starting  out. 
They  will  probably  be  called  on  to 
pay  taxes  to  make  up  the  huge  actu- 
arial deficit  in  the  retirement 
fund — it  now  amounts  to  $4  tril- 
lion— but  I  believe  it  will  not  be 
possible  to  provide  them  with  com- 
mensurate benefits.  The  sweetener 
for  them  will  be  frequent  increases 
in  the  amount  that  they  can  save  for 
their  own  retirement  on  a  tax-ad- 
vantaged basis.  If  you  are  just  now 
plunging  into  the  world  of  work  and 
pay,  I  urge  you  to  take  advantage  of 
all  the  tax  breaks  you  can,  right 
from  the  very  beginning. 

Don't  let  today's  headlines  lull 
you  into  complacency  about  either 
inflation  or  Social  Security.  At  this 
stage  in  the  business  cycle,  our  do- 
mestic policies  always  turn  exces- 
sively inflationary.  What  is  differ- 
ent this  time  is  the  offsetting  ef- 


Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


fects  of  three  other  forces.  The  first 
offset  is  the  continuing  effects  of 
the  severe  recession  that  we  are 
just  beginning  to  recover  from.  The 
second  is  the  overvaluation  of  the 
dollar  for  commercial  transactions 
caused  by  the  high  interest  rates 
that  make  dollars  attractive  for  fi- 
nancial investments.  The  third  is 
the  oil  deflation  that  we  have  been 
importing  from  countries  that  have 
borrowed  excessively  and  now 
have  to  sell  their  oil  for  whatever 
it  will  bring  to  avoid  defaulting  on 
their  debts. 

The  first  two  offsets  are  likely  to 
prove  temporary.  The  third  is  likely 
itself  to  be  offset,  in  turn,  by  govern- 
ment policies  that  aim  to  "protect" 
the  American  people  from  oil  defla- 
tion. We  have  already  been  protect- 
ed by  an  increase  in  the  gasoline  tax, 
and  we  will  probably  be  further  pro- 
tected by  a  high  tariff  on  imported 
oil.  So  I  am  basing  my  business 
strategies  on  the  assumption  that 
we  will  have  to  take  at  least  one 
more  ride  on  the  inflationary  merry- 
go-round  before  the  restoration  of 
financial  stability  becomes  politi- 
cally feasible. 

The  worst  trouble  with  Social  Se- 
curity was  not  even  mentioned  by 
the  President's  commission  in  its 
recent  report.  The  Social  Security 
retirement  scheme  is  completely 
different  from  the  retirement  annu- 
ities that  life  insurance  companies 
sell;  the  payments  made  into  it  are 
not  saved  to  provide  a  fund  out  of 
which  benefits  could  be  paid  when 
the  payers  retire.  Instead,  they  are 
used  to  pay  benefits  to  the  people 
who  have  already  retired.  That 
made  Social  Security  very  popular 
from  the  beginning.  And  since  the 
politicians  thrive  on  popular  things, 
Congress  has  consistently  raised 
the  benefits  more  than  the  taxes. 

But  now  the  chickens  are  coming 
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home  to  roost.  Since  the  Social  Se- 
curity taxes  are  paid  right  out  again 
in  retirement  benefits,  they  do  not 
provide  true  savings.  That  is,  they 
buy  no  tools  to  raise  our  national 
standard  of  living  by  increasing  the 
productivity  of  human  efforts.  In- 
deed, Social  Security  discourages  the 
savings  that  people  would  other- 
wise make  to  provide  for  their  own 
retirements. 

This  country's  worst  economic 
problem,  I  would  argue,  is  its  rela- 
tively low  savings  rate.  The  biggest 
cause  of  that  problem  is  the  Social 
Security  scheme.  Either  our  Social 
Security  system  will  eventually  be 
converted  into  a  savings  and  invest- 
ment scheme  similar  to  the  annu- 
ities that  life  insurance  companies 
sell,  or  it  will  depress  our  children's 
standard  of  living. 

The  first  alternative  has  its  own 
dangers.  It  would  mean  that  about 
half  of  our  national  savings  would 
be  invested  by  politicians.  Politi- 
cians will  invest  heavily  in  obsolete 
industries  to  save  jobs,  but  they  are 
unlikely  to  invest  in  new  ideas  that 
have  a  great  future  but  do  not  yet 
have  an  important  constituency.  An 
economy  in  which  politicians  con- 
trol the  investment  process  is  likely 
to  be  a  stagnant  economy. 

A  better  and  more  likely  solution, 
once  the  American  people  under- 
stand that  Social  Security  cannot 
survive  unchanged,  would  be  to  cap 
it.  Those  who  have  paid  into  it  and 
are  counting  on  it  would  continue 
to  get  the  benefits,  but  the  system 
would  cease  to  incur  obligations  to 
young  people  coming  into  the  work 
force.  But  that  leaves  unresolved 
the  problem  of  the  accumulated 
deficit,  that  little  matter  of  $4  tril- 
lion. The  deficit  is  the  reason  that 
young  people  will  have  to  pay  Social 
Security  taxes  but  are  unlikely  to 
get  commensurate  benefits. 

The  sensible  way  to  help  them 
would  be  to  let  them  make  consid- 
erably larger  contributions  to  indi- 
vidual retirement  accounts.  If  you 
are  just  starting  on  your  working 
career,  you  had  better  plan  to  save 
for  your  retirement  and  not  count 
too  heavily  on  political  schemes. 
Since  this  will  be  a  very  long-term 
undertaking,  it  would  make  sense 
to  open  an  IRA  with  a  firmly  estab- 
lished and  well-managed  financial 
institution  that  has  a  good  invest- 
ment record.  ■ 
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Technology  Is  Creating  Tomorrow. 
You  Can  Invest  In  Tomorrow... 

Today. 


Modern  technology  has  encircled  the  globe,  and  nowhere  is  it  more  apparent  than  in  Japan.  Now,  ancient  customs  and 
traditions  share  eminence  with  amazing  scientific  accomplishments. 

The  Japanese  excel  in  such  fields  as  robotics,  fiber  optics,  semiconductors,  fermentation  techniques,  ceramics,  factory 
and  office  automation.  Great  technological  triumphs  are  also  being  recorded  in  other  parts  of  the  Far  East,  as  well  as  in 
America  and  Europe. 

These  exciting  developments  call  for  new  ways  to  invest,  and  World  of  Technology,  Inc.,  a  global  high-technology 
Mutual  Fund,  makes  it  easy  to  participate  in  tomorrow's  technological  triumphs. .  .today! 

At  least  50%  of  the  Fund's  portfolio  is  invested  in  U.  S.  companies,  while  the  balance  includes  common  stocks  traded  on 
major  foreign  exchanges.  The  Fund  uses  management  talents  of  investment  experts  in  London  and  Denver,  selecting  com- 
panies large  and  small . . .  but  all  having  strong  potential  for  growth. 

Today,  send  for  more  information  concerning  worldwide  high-technology  investment  opportunities. 


I  Am 

J  inve 


In  continental  U.  S.,  Call  Free 

1  800  525  9274 


A  mutual  fund 
investing  in  high  technology 
worldwide. 
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In  Colorado,  Call  Free 

1-800 -525- 9769 


World  of  Technology,  Inc. 


P.  0.  Box  1900 
Denver,  Colorado 
80201 
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Property  Strategies 


If  you  want  to  win,  understand  the  rules 
of  the  game  and  play  with  professionals. 
Play  with  amateurs  if  you  want  to  lose. 

HARDER  THAN 
IT  LOOKS 


By  Stephen  E.  Roulac 


Did  you  ever  wonder  why  investors 
who  succeed  in  real  estate  seem  to 
outstrip  the  less  successful  ones  by 
incredibly  wide  margins?  There's 
no  simple  explanation  for  this  di- 
vergence, but  something  the  math- 
ematicians call  game  theory  pro- 
vides an  important  clue. 

All  games  involve  a  combination 
of  luck  and  skill.  But  which  is  more 
important?  Is  the  outcome  deter- 
mined more  by  random  events  or  by 
the  participants'  acts?  Think  about 
this,  and  you  will  quickly  see  that 
real  estate  investing  and  the  stock 
market  are  very  different. 

The  stock  market  offers:  1)  easy 
access  and  efficient  transaction  ex- 
ecution; 2)  frequent  trading  and  in- 
stant price  information;  3)  willing 
buyers  and  sellers  of  virtually  all 
securities;  4)  reliable  information 
and  research;  and  5)  investment  al- 
ternatives that  are  prepackaged  and 
readily  comparable. 

The  real  estate  market,  on  the 
other  hand,  reflects:  1)  a  cumber- 
some, time-consuming  and  ineffi- 
cient transaction  process;  2)  infre- 
quent trading  and  limited  price 
information;  3)  at  times,  an  "incom- 
plete" market,  with  an  imbalance  of 
buyers  and  sellers;  4)  limited  reli- 


Stephen  E.  Roulac  is  chairman  of  National 
Management  Adi  isory  Services,  a  dii  'ision  of 
Kenneth  Lerenthal  &  Co.,  a  national  CPA 
firm  specializing  in  real  estate  and  financial 
sen  ices. 


able  information  and  little  objective 
research;  and  5)  diverse,  often  com- 
plex, investment  options,  requiring 
legal  and  tax  analysis. 

The  real  estate  market,  then, 
tends  to  be  what  is  known  as  an 
inefficient  market.  But  the  stock 
market  is  closer  to  what  is  known 
as  an  efficient  market. 

In  an  efficient  market,  few  oppor- 
tunities exist  to  identify  underval- 
ued or  overvalued  investments.  Ac- 
tive buying  and  selling  by  knowl- 
edgeable participants  pushes  prices 
to  a  "normal"  range.  And  since  in- 
vestment prices  presumably  reflect 
all  future  information,  any  invest- 
ment can  be  considered  to  be  "fair- 
ly" priced. 

In  an  inefficient  market,  by  con- 
trast, transactions  occur  infrequent- 
ly. Information  is  sketchy,  and  com- 
paring one  investment  with  another 
may  be  difficult.  Thus,  transactions 
in  the  inefficient  market  have  a 
greater  likelihood  of  occurring  at 
prices  outside  the  normal  range. 

Let's  say,  for  example,  that  you 
want  to  buy  shares  in  a  company 
listed  on  the  New  York  Stock  Ex- 
change. There's  a  wealth  of  infor- 
mation at  your  disposal — annual  re- 
ports, 10K  forms,  research  reports 
issued  by  brokerage  houses,  maga- 
zine and  newspaper  articles  evaluat- 
ing management.  You  can  also  find 
out  who's  buying  and  selling  the 
stock,  as  well  as  trading  volume  and 
price  history.  In  short,  lots  of  people 
are  actively  analyzing  your  poten- 
tial investment,  its  problems  and  its 
prospects. 

Now,  to  balance  your  portfolio, 
you  search  for  a  real  estate  deal. 
Instead  of  independent,  standard- 
ized financials,  you  will  get  what  is 
known  in  the  trade  as  a  "setup." 
This  is  typically  a  one-page  sum- 
mary that  describes  the  property 
and  includes  data  about  price,  down 
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payment,  financing  and  income. 
Nearly  always  this  information  is 
optimistic — overstating  rents  and 
understating  expenses.  The  bottom 
line:  You  are  on  your  own  as  a  po- 
tential real  estate  investor. 

Because  many  real  estate  inves- 
tors largely  ignore  comprehensive 
research,  the  level  of  information 
they  and  the  market  rely  on  is  well 
below  that  normally  available  in  the 
stock  market.  So  it's  no  surprise  that 
real  estate  prices  on  equivalent 
pieces  of  property  vary  dramatically. 
Lots  of  trades  take  place  in  the  dark. 

This  is  all  in  line  with  theory. 
Transaction  prices  and  "normal" 
values  are  very  close  in  an  efficient 
market.  But  in  an  inefficient  market 
there  is  a  larger  divergence.  What 
this  means  is  that  both  the  payoffs 
for  superior  performance  and  the 
penalties  for  miscalculation  are 
greater  in  inefficient  markets. 

Now  think  about  real  estate  and 
why  it  can  make  a  few  people  very 
rich.  For  most  individuals  and  even 
corporations,  significant  leasing  or 
sale  of  real  estate  occurs  once  every 
several  years.  In  one  week,  howev- 
er, the  real  estate  professional  sees 
more  transactions  than  many  of 
those  on  the  other  side  of  the  table 
experience  in  a  lifetime.  Conse- 
quently, one  side  of  many  trades  is 
much  more  knowledgeable  than  the 
other.  This  creates  ideal  conditions 
for  the  pro  to  gain  at  the  expense  of 
the  amateur. 

If  you  are  one  of  the  pros,  you 
already  know  how  the  inefficient 
real  estate  market  works  to  your 
advantage.  If,  on  the  other  hand,  you 
are  an  amateur  dealing  with  another 
amateur,  then  luck  may  be  as  im- 
portant as  skill  in  determining  the 
outcome.  But  if  you  are  an  amateur 
with  a  pro  across  the  table,  odds  are 
that  skill  will  win  out;  your  loss 
will  be  his  gain.  Repeat  this  often 
enough,  and  he  can  get  very  rich. 

Now  take  a  lesson  from  the  pros. 
Because  of  the  comparatively  ineffi- 
cient nature  of  real  estate  markets, 
how  you  evaluate  specific  invest- 
ment opportunities  becomes  very 
important.  This  means  astute  in- 
vestors seeking  extraordinary  yields 
devote  extraordinary  resources  to 
their  task.  By  contrast,  novices  who 
devote  minimal  resources  to  real  es- 
tate analysis  not  only  diminish 
their  prospects  for  success  but  also 
create  opportunities  for  others.  ■ 
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Value  Line  Pinpoints... 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 


Among  the  1700  stocks  under  intensive  year-round  review  by 
Value  Line's  70  research  specialists,  only  92  now  offer  this 
combination:  (Value  Line  3/4/83). 

•  Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group 
1  or  2)  by  Value  Line  for  Probable  Market  Performance  in  the 
next  12  months.  This  means  we  think  they  will  give  stronger 
price  performance  than  the  average  of  ail  1 700  stocks  no  mat- 
ter which  way  the  market  goes  during  the  year  ahead. 

•  Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Safety.  The  Safety  rank  is  based  on  the  stock's  price 
stability  and  the  company's  financial  strength  (each  of  which 
is  also  ranked  separately). 

In  the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers 
investors  some  of  the  best  opportunities  to  capitalize  on  a  rising 
market  in  1983  and—  at  the  same  time— retain  superior  protection 
in  the  event  of  a  general  decline. 

Updated  Every  Week 

Every  week  Value  Line's  regular  Summary  &  Index  presents  up- 
to-date  ratings  of  EACH  of  1700  stocks  relative  to  all  others,  as 
follows  ... 

a)  Rank  for  Relative  Probable  Price  Performance  in  the  Next  12 
Months— ranging  from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields 
of  10.1%  and  up— Value  Line  3/4/83.) 

d)  Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in  the  125%  to  560% 
range— Value  Line  3/4/83.) 

e)  Current  price  and  P/E,  plus  estimated  annual  earnings  and 
dividends  in  current  12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings  results,  and  estimated 
quarterly  earnings  twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

In  addition,  each  of  the  1 700  stocks  is  the  subject  of  a  comprehen- 
sive new  full-page  Rating  &  Report  at  least  once  every  three 
months— including  22  series  of  vital  financial  and  operating 
statistics  going  back  15  years  and  estimated  3  to  5  years  into  the 
future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has  had  a  subscription  to  Value 
Line  in  the  last  two  years,  you  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10  weeks  for  only  $37  (about 
half  the  regular  rate).  We  make  this  special  offer  because  we  have 
found  that  a  high  percentage  of  those  who  try  Value  Line  for  a 
short  period  stay  with  it  on  a  long-term  basis.  The  increased  cir- 
culation enables  us  to  provide  this  service  for  far  less  than  would 
have  to  be  charged  our  long-term  subscribers  were  their  number 
smaller.  Your  trial  will  include  the  following: 

EVERY  WEEK  a  new  SUMMARY  A  INDEX  MCtlon  (40  page*) . . . 

showing  the  current  ratings  of  1 700  stocks  for  future  relative  Price 
Performance  and  Safety— together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  A  REPORTS  taction  (144  pagee) 

. . .  with  full-page  analyses  of  about  130  stocks.  During  the  course 
of  every  13  weeks,  new  full-page  reports  like  this  are  issued  on  all 
1700  stocks,  replacing  and  updating  the  previous  reports  which 
will  be  sent  to  you  already  filed  in  your  binder  as  a  bonus.  Filing 
takes  less  than  a  minute  a  week.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 


EVERY  WEEK  a  new  SELECTION  &  OPINION  section  . . .  with  a 
detailed  analysis  of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  includingtthe  Value  Line  Com- 
posite Average  of  more  than  1700  stocks. 


Plus  This  Bonus.- 
vaiue  Line's  complete  2000-page 
Investors  Reference  Service,  with  our 
latest  full-page  reports  on  all  stocks  under 
review— fully  indexed  for  your  immediate 
reference— to  be  updated  by  new  reports 
sent  weekly. 

And  This  Bonus, Too.. 

The  72-page  booklet,  "A  Subscriber's 
Guide,"  which  explains  how  even  In- 
experienced investors  can  apply  thou- 
sands of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only 
two  unequivocal  ratings,  one  for  Time- 
liness (Performance  in  the  next  12 
months),  the  other  for  Safety. 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 

W 


Money-Back  Guarantee 

You  take  no  risk  in  accepting  this  special  offer.  If  you  are  not 
completely  satisfied  with  The  Value  Line  Investment  Survey,  just 
return  the  material  you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 


CALL  TOLL-FREE: 
If  you  have  Matter  Card,  American  Expreaa  or  Viaa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

ARNOLD  BERNHARD  &  CO  .  INC  .711  THIRD  AVE  NEW  YORK  N  Y  10017 

Departmental  6  A09 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $37  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for  $365  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription.  i  

SPECIAL  EXTRA  BONUS 
A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest-  I  ■— ~  ■  ■  ■  J  J "I 
ment  Survey  for  one  year.  ^  ' 

□  My  payment  is  enclosed.  □  Please  charge  to:  □  American  Exp. 

□  Master  Card  □  Visa  Expiration  Date  

Account  #  

This  subscription  is  tax-deductible  and  non-assignable. 

(N.Y.  residents  add  sales  tax.)  Allow  4  to  6  weeks  for  delivery. 


Signature  1 

Name  ■ 

Address 

Apt.  No. 

City 

State 

Zip 

Financial  Strategy 


1980  6*  1981  were 
the  Years  of  the 
Money  Market  Fund- 
But  this  is  1983. 

With  the  double-digit  attraction 
gone  from  money  market  funds,  many 
investors  are  looking  at  the  stock  mar- 
ket. And  at  Penri  Square  Mutual  Fund. 

Our  goal  is — and  always  has  been — 
long-term  capital  growth  through  a 
diversified  portfolio  of  undervalued 
common  stocks. 

In  fact,  a  $10,000  investment  in  Penn 
Square's  Voluntary  Accumulation  Plan 
in  1958  would  today  be  worth  over 
$140,000. 

While  the  future  can't  be  guaran- 
teed, now  may  be  the  time  to  look  at 
Penn  Square. 

For  more  complete  information,  including  man- 
agement charges  and  expenses,  write  or  call  us 
for  our  free  prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

call  8001 523-8440 
In  PA,  call  collect  2 151376-6771 


Penn  Square  Mutual  Fund 

5th  &  Washington  Sts .  PO  Sox  1419.  Reading,  PA  19603 
Name  


Address . 
City  


.State  Zip . 


Investment  experience  since  1957. 

Over  S 1 55.000,000  In  aisets  F  M 


Have  a  question? 


American  Library  Association 

Call  your  library! 

/coastal  ENCLAVE^ 

Only  a  special  few  may  share  our  graceful,  coastal 
Maine  estate  Savor  great  cuisine  Enjoy  golf,  tennis, 
sailing  and  trips  on  our  own  lobsterboat  Call  or  write 
for  more  information  Warren  and  Daphfine  Shear. 


Blue  Hill,  ME  04614 
Tel  (405)751-5705 


★★★ 


1L'  MSCEMiB 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 


1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310, 


While  inflation  raged  and  negative  real 
interest  rates  prevailed,  you  were  nuts 
not  to  buy.  But  the  world  has  changed. 

RENT!  DON'T  BUY! 


By  A.  Gary  Shilling 


Housing  markets  are  heating  up 
again,  especially  in  the  affluent  sub- 
urbs. With  memories  of  the  last  real 
estate  boom  still  fresh  and  with 
mortgage  rates  still  declining,  a 
good  many  people  are  understand- 
ably beginning  to  think  that  the 
time  to  buy  a  house  is  now,  before 
prices  once  again  rise  out  of  sight. 
They  should  think  again. 

The  thrill  of  owning  tangible  as- 
sets— particularly  real  estate — is 
gone,  since  their  appreciation  no 
longer  vastly  exceeds  interest  rates. 
Quite  the  reverse.  Inflation  in  gen- 
eral and  the  price  appreciation  of 
tangibles  in  particular  are  likely  to 
stay  at  low  levels.  Compared  with 
inflation,  interest  rates  may  remain 
unusually  high.  The  only  sensible 
conclusion  to  be  drawn  is:  Rent, 
don't  buy. 

Only  yesterday,  when  inflation 
raged  and  negative  real  interest 
rates  prevailed,  you  were  nuts  not  to 
buy.  However  dramatically  the  cash 
costs  of  home  ownership  rose,  the 
appreciation  on  the  investment 
kept  up  easily.  So  aftertax  costs  of 
owning  a  house  remained  low — 
lov/er,  in  fact,  than  renting  equiv- 
alent space.  As  usual,  rental  rates 
lagged  behind   cost  acceleration. 

A.  Gary  Shilling,  a  guest  columnist,  is  presi- 
dent of  A.  Gary  Shilling  &  Co.,  Inc.,  a  New 
York  economic  consulting  firm  He  is  author 
of  Is  Inflation  Ending?  Are  You  Ready?,  just 
published  by  McGraw-Hill 


Speculators  flooded  the  market 
with  rentals  by  buying  up  houses 
they  didn't  occupy. 

But  the  rules  that  worked  so  beau- 
tifully in  the  Seventies  no  longer 
apply.  Appreciation  on  housing 
started  to  peter  out  in  1980.  By  1981 
renting  was  cheaper  than  buying, 
even  after  taxes. 

Sure,  rents  will  probably  rise  fast- 
er than  home  ownership  costs,  as 
they  catch  up  in  the  next  few  years. 
Even  so,  renting  will  remain  the 
better  deal.  You  might  be  better  off 
renting  that  Florida  condo  than 
buying  it.  Advise  your  children  who 
are  leaving  home  to  rent  rather  than 
buy,  particularly  if  they  are  in  a  low 
tax  bracket.  In  your  role  as  corpo- 
rate manager,  you  might  encourage 
transferees  to  rent,  not  buy,  homes 
in  their  new  locales. 

You  may  even  find  that  it  makes 
sense  to  sell  your  own  house  and 
rent,  even  if  you  end  up  paying  sub- 
stantial capital  gains  taxes.  Pride  of 
ownership  may  win  out  over  cold 
logic,  but  simple  arithmetic  makes 
a  startlingly  convincing  case. 

Suppose  you  own  a  $300,000 
house.  Let's  assume  that,  from  here 
on  out,  the  house  will  appreciate 
about  in  line  with  general  inflation, 
say  4%  a  year.  (The  inflation  rate 
may  be  lower  than  that,  if  my  firm's 
forecast  is  correct,  but  let's  be  con- 
servative.) If,  from  that  appreciation, 
we  subtract  normal  property  taxes 
after  the  federal  tax  deduction, 
maintenance  and  utility  and  insur- 
ance costs,  owning  that  $300,000 
house  costs  you  about  $5,000  a  year. 

What  happens  if  you  sell  that 
house?  Suppose  you  have  $200,000 
cumulative  capital  gains  on  all  the 
residences  you  have  owned  over  the 
years.  That's  a  lot  of  appreciation. 
But  if  you  sell  the  house  and  pay  the 
maximum  20%  capital  gains  tax, 
you  still  have  $260,000  left.  If  you 
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invest  this  in  municipal  bonds  at  a 
9%  return,  your  tax-free  income 
will  be  $23,400  annually.  You  are 
even  better  off  if  you  are  over  55; 
you  have  a  one-time  capital  gains 
exclusion  of  $125,000. 

If  your  kids  have  already  left 
home,  you  probably  don't  need  a 
house  this  big,  but  let's  be  conser- 
vative again  and  assume  that  you 
rent  another  big  $300,000  house  at 
a  rent  equal  to  8%  of  the  value. 
That  may  sound  like  a  low  return 
for  the  owner,  but  it's  really  at  the 
high  end  for  houses  in  that  price 
range.  This  rental  cost  of  $24,000 
a  year  slightly  exceeds  the  interest 
return  on  your  municipal  bonds 
but  still  leaves  you  $4,400  better 
off  than  earlier,  when  you  owned 
that  $300,000  house.  If  a  $200,000 
house,  without  those  6  bedrooms 
and  4V2  baths,  suits  your  needs, 
you  will  be  ahead  by  over  $12,000 
per  year.  Not  bad. 

You  don't  have  to  invest  your  ex- 
tra money  only  in  municipal  bonds, 
of  course.  You  could  consider  in- 
vestment in — you  guessed  it — rent- 
al property.  This  only  seems  contra- 
dictory. It's  not.  Here  I  am  looking 
at  the  tax-shelter  benefits  and  at 
prospects  for  a  faster  rise  in  rental 
rates.  I  am  not  talking  about  invest- 
ment for  appreciation.  If  you  bought 
another  $300,000  house  on  a  lever- 
aged tax-shelter  basis,  put  your  re- 
maining cash  in  municipals  and 
rented  the  house  for  8%  of  its  value, 
your  annual  aftertax  income  would 
average  about  $25,000.  This  is 
about  $1,000  more  than  the  rental 
you  would  be  paying  on  your 
$300,000  house.  Compared  with  oc- 
cupying the  house  you  previously 
owned,  you  would  be  about  $6,000 
per  year  ahead  of  the  game.  If  a 
$200,000  house  or  apartment  suited 
your  current  lifestyle,  you  would  be 
$14,000  better  off  per  year. 

All  this  may  sound  ridiculous  in 
light  of  what  we  lived  through  in 
the  1970s,  but  there  it  is.  Low  real 
estate  appreciation  and  high  real  in- 
terest rates  have  reversed  the  rules 
of  the  game.  It  can  even  make  sense 
for  you  and  a  good  friend  in  similar 
circumstances  to  dump  your  pres- 
ent abodes,  then  buy  houses  that 
you  rent  to  each  other.  Incidentally, 
I  have  this  lovely  house  in  Short 
Hills,  N.J.,  in  cream-puff  condition, 
on  three-quarters  of  an  acre, 
with.  .  .  .  ■ 


FORBES,  MAY  9,  1983 


GET  TODAY'S 
HIGH  BOND  YIELDS 
WITH  LIQUIDITY. 


If  you're  seeking  a  higher, 
more  stable  level  of  income 
during  this  period  of  declining 
money  market  rates,  the  T.  Rowe 
Price  New  Income  Rind  offers 
you  a  solution.  Earn  double- 
digit  yields  from  a  proven  leader 
in  corporate  bond  and  other 
debt  securities. .  .plus,  enjoy  the 
same  liquidity  features  of  a 
money  market  fund: 

•  Daily  access  to  your  money 

•  Free  checkwriting  over  $500 

•  No  penalty  for  early 
withdrawal 

•  Free  exchange  with  other 
T.  Rowe  Price  Rinds 

So,  if  your  objective  is 
to  capture  high  long-term 
yields,  while  accepting  some 


capital  risk,  consider  the  New 
Income  Rind. 

CALL  NOW  FOR 
TODAY'S  HIGH  YIELD 
TOLLFREE 1-800-638-5660 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 

Yield  should  be  considered  along  with  the  potential 
for  price  fluctuation;  both  will  vary  as  market  con- 
ditions change. 

rtBDv^PRICE! 

T.  Rowe  Price  Marketing.  Inc.  Dept  I7D 
100  E.  Pratt  Street,  Baltimore,  MD  21202 

Please  send  me  a  prospectus  on  your  New 
Income  Fund  — a  no-load  fund  — with  more 
complete  information,  including  management 
fee  and  other  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest. 
□  Send  me  your  free  IRA  Information  Kit,  too. 

Name  


Address . 
City  


State. 


.  Zip_ 


Your  legacy: 
A 

40 -acre  ranch 
and  a  way 
of  life 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent  Old 
West. 

For  the  pleasure  of  you  and  your 
family  today,  these  minimum  40-acre 
ranch  estates,  adjacent  to  the  Forbes 
Trinchera  Ranch  in  southern  Color- 
ado, will  be  an  important  legacy  in  the 
future  of  your  loved  ones. 

Prices  start  at  $25,000  with  down 
payment  as  low  as  1%  and  monthly 
payments  of  $250,  including  interest 
at  9% .  For  details  and  color  brochure 
write  or  phone: 

Mr.  Errol  Ryland,  Manager 
FORBES  WAGON  CREEK  RANCH 

Box  303  KK 
Fort  Garland,  Colorado  81133 
(303) 379-3263 

This  is  not  an  offer  to  sell  in  states  where  not  registered 


Start  earning 

Tax-Free 

Income 


Discover  the  advantages  of  this  no-load 
Municipal  Bond  Fund,  seeking  high  income 
free  from  federal  income  tax.  Income  may  be 
subject  to  state  and  local  taxes. 

▲  No  sales  commission  or  withdrawal  charge 
A  Dividends  declared  daily 

A  Invest  as  little  as  $1,000 

1A8()0A525A8085  in  Continental  U.S 

▲  779-1233  collect  in  Colorado 

FINANCIAL  TAX-FREE 
INCOME  SHARES,  INC. 

P.O.  Box  2040/Denver,  Colorado  80201 


Rush  me  the  prospectus  on  this  tax-free,  no-load  Municipal  Bond 
Fund  The  prospectus  provides  more  complete  information, 
including  management  fee  charges  and  expenses.  I  will  read  it 
carefully  before  sending  money  or  investing 

Name  


State  . 
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REAL  ESTATE 


REAL  ESTATE 


LAND  WANTED 


MISCELLANEOUS  FOR  SALE 


SAVE 

this  address 
If  you  are  interested 
in  a  Farm  or  a  Ranch 
anywhere  in  the  west 

Contact  ORR  LAND  COMPANY 
We  have  all  sizes 

ORR  LAND  COMPANY 

420  East  58th  Street,  Suite  155,  Denver,  CO  80126 
(303)  295-1313 


PRIVATE 
MOUNTAIN  RANCH 

The  headwaters  of  a  western  Montana 
Blue  Ribbon  trout  stream  run  through 
this  beautiful  Homestead  of  hay  mead- 
ows, surrounded  by  Nat'l  Forest.  This  is 
a  100  cow/calf  unit  operation  based  out 
of  a  modern  log  cabin  plus  necessary 
outbuildings  that  sits  amidst  a  prime 
Rocky  Mountain  environment. 
Contact  Exclusive  Agents  for  Sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings.  MT  59103 
(406)  252-2155 


WINTER  HAVEN.  FLA. 

MAGNIFICENT  LAKEFRONT 
ESTATE  17  room  colonial  residence 
in  mint  condition.  Formal  grounds, 
pool,  cabana  and  guest  house 
$695,000.  Brochure  available  G.R. 
Corbett  (813)  956-4227  300 
Brigham   Rd.   Winter  Haven,  Fla. 


Located  in  South  Jersey 

Lovely  spacious  150  year  old  home 
with  or  without  acres,  up  to  200  acres. 
Excellent  investment  or  for  fanning. 
Large  road  frontage  1  hour  from  Phila- 
delphia airport,  W-t  hour  from  Atlantic 
City,  Vi  hour  from  New  Jersey  Tpke. 
$145,000  for  house,  $2500  an  acre,  or 
$600,000  for  package  609-451-3368 


FREE  CATALOG 

Big  . .  .  Free  SUMMER  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
KansaCity,  MO  64112 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LEARN  A  FOREIGN  LANGUAGE 
ON  YOUR  OWN 

Comprehensive  cassette/home-study 
courses  used  by  U.S.  State  Depart- 
ment. Catalog  $1.00  refundable  on 
order.  118  courses;  36  languages. 
Audio-Forum,  Dept.  27, 
Guilford,  CT.  06437. 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  2 IB       35  N.  Craig  Ave 
Pasadena.  CA  91107 


INVESTOR  WANTS  LAND 

A  scenic  working  ranch  or  timber- 
land.  Not  less  tfian  10,000  acres. 
Will  buy  for  cash  or  terms  as  re- 

qU,rcd   Box  A250  Forbes 
60  Fifth  Avenue 
New  York,  N  Y.  10011 


GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  o(  Trade 
Chamber  ol  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  accepted 
at  the  discretion  of  the  Publisher.  Line  rate  is  $31.35.  Minimum 
size  ad  is  one  inch  (14  agate  lines)  costing  $439.00.  FORBES 
will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is  $30 .80. 
Minimum  size  for  display  of  two  inches  (28  agate  lines)  costing 
$860.00.  Must  be  submitted  as  film  negative  or  camera-ready 
mechanical  to  size.  For  specific  requirements  send  for  order 
form. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  one  month  preceding  date  of 
issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/ NEW  YORK,  NY  10011 
(212)  620-2440 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


★  200,048  serve  on 
their  companies' 
board  of  directors 


★  260,140  serve  on 
boards  of  one  or 
more  companies 


★  683,200  own 
securities.  Average 
value:  $615,240 


*  Total  paid  circula- 
tion: 700,000 


★  329,000  are  in  top 
management  positions 


*  Average  household 
income:  $124,060 


★  Average  Net  worth: 
$915,313 
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BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


LOOKING  FOR  NEW  BUSINESS  OPPORTUNITIES? 


General  Electric '»  19rU  edition  of  the  "New  Product/New  Business  Digest"  describe* 
over  500  products-and-processes  that  are  currently  available  tor  acquisition  or  licensing 
to  use  or  manufacture  and  market  yourself 

Items,  large  and  small,  range  from  new  Inventions  and  R&D  spinoffs  to  fully 
developed,  tooled-up  products  from  a  variety  of  sources;  universities.  RAD  firms.  Govern- 
ment agencies,  entrepreneurs  and  ma|or  companies  Including  GE  You  may  find  the  one 
product  you  need  to  start  your  own  business,  or  add  to  your  product  line. 

Began  13  years  ago  as  an  outlet  lor  GE  Items  only,  the  NP/NB  Digest  now  contains 
Items  from  sources  around  the  world. 

The  Illustrated  8'  in  n  Inch  "New  Product/New  Business  Digest"  contains  over  60  pages 
and  Includes  complete  names  and  addresses  for  direct  follow-up  The  1983  Annual  Edition 
is  S5900/copy  ($7500/copy  overseas).  Only  prepaid  orders  are  accepted  NY  State 
residents  add  sales  tax 


General  Electric  Company  •  Business  Growth  Services 
120  Erie  Boulevard  Room  125  •  Schenectady  NY  13205  USA 


GENERAL 


ELECTRIC 


USA 


EXECUTIVE  SERVICES 


CAPTURE  THE 
THEME  OF  SUCCESS 

The  ULTIMATE  RECOGNI- 
TION from  the  artist  used 
exclusively  by  business  execu- 
tives. Attach  business  cards 
and  receive  a  unique  proposal. 
Hand  painted  oil  portraits.  NO 
SITTING  REQUIRED.  NO 
OBLIGATION.  Mail  business 
cards  to: 
Allan  Elliot.  Portrait  Artist 

6262  Babcock  Avenue, 
N.  Hollywood.  CA  91606 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

Send  check  with  your  name  and 
address  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB.  P  O  Box  5120 
Philadelphia,  PA  19141 


Forbes: 
Capitalist 

Tool® 


BUSINESS  OPPORTUNITIES 

Established  bussiness  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
All  price  ranges  available. 
Call  collect. 

Transportation  &  Related  Businesses 
Lodging  &  Related  Businesses 
Repair  Services 
Amusement  &  Recreation  Businesses 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339,  Depl  F.  Co  Spgs  CO  80934 
(303)  630-8188,  Exl  14 
No  fee  to  buyer  involved 


CONSULTING 


BUSINESS  VALUATIONS 

For  Taxes,  Litigation.  ESOP.  Sale 
Comp.  Plans.  Consult  to  Law, 
Business,  Gov't.  Tax  Authorities 

Expert  Court  Testimony 
AMBROSE/MANAGEMENT 
ADVISORS,  INC. 
1 200  Lincoln  #410.  Denver.  CO  80203 
303/571-0111 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Wnte  Box  A249  Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 


TRAVEL 


Hideaways 
 Guide 




urebook 


The  Picturebook 
of  Secret  Escapes 

World  Wide  listings  of  vacation  homes 
for  rent,  exchange  &  sate 
Also  yacht  charters  &  country  inns, 
call  617 369  0252  now! 
or  write  POB  1459  F  Concord,  MA  01742 


9iompion  2ta£i,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd  ,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  he  and  scarf  for  your  company,  or  school  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  wnte:  fmin  oMer  150  units) 
HAMPTON  HALL  LTD.,  220  5th  Ave.,  Suite  903-04,  N.Y.,  N.Y.  10001    (212)  685-2440 

Dept.  FB5 


SAVE  $$$  ON 
COMPUTERS  &  CALCULATORS 


Hewlett -Packard -Tex  as  Instruments- 
Commodore-Atarl-Timex-Franklin-Epson 
HP41CV  $219  95  -  HP41C  $169  95  — 
HP75C  comp.  $769.95  —  HP-12C  $99.95 

—  Tl  99/4A  $1 59  95  —  New  Tl  CC40 comp. 
$199  95  —  Timex  TS1000 $44.95  —  Timex 
printer  $94.95  —  Atari  1200-64K  $695.00  — 
800-48K  $499.95  —  400-16K  $159.95  — 
Franklin  1200  —  128K  Apple  and  CP/M 
Ace  1000  — 64K$989.00-  IBMnewSelec- 
tric  II  dual  pitch-correcting  $789.95  — 
Atari  2600  $89  95  —  5200  $184.95  -  COm- 
modore  64  $399.95  —  Vic  20  $99.95 
package.  Mattel  Intellivision  2609  $99.95 

—  Kaypro  II  and  more. 

'Some  prices  after  rebate 
OSC,  PO  Box  74545,  LA  Cal 
90004-800-421-8045  or  213-739-1130  in 
California  800-252-2153 


NOW  THAT'S  INCREDIBLE!  Omom  So  5»«r  you  can  eat 
them  like  tin  Applr'  The  gourmet  Delight.  Now  for  the  first 
tjme  you  can  buy  Vidalia  Sweel  Onions  directly  from  the 
Grower  and  be  assured  of  the  freshest  and  highest  quality  that 
you  have  ever  tasted  Supply  limited  and  demand  high  Avail- 
able only  from  May  I  si  to  last  of  June  Know  your  grower 
before  buying  For  fact  sheet  about  sweetness  and  onion  recipes 
send  41  00  and  S  A  S  E  PLACE  YOUR  ORDER  TODAY! 
10#  $1195  25#  $22  00  50#.  $37  00(20cnerpoundextra 
West  of  Mississippi.  $3  00  extra  ior  COD)  Free  recipes  with 
each  order  The  Target  Shop,  Dept.  Eorbes,  Rt.  2,  Box  166, 
Collins,  Ga.  30421  912-6M-641I  Call  for  Volume  discounts 
and  Fund  r 


sing 


ART  AND  ANTIQUES 


BOOKS  ON  TAPE 

FREE  CATALOG 


Best  sellers 
on  cassettes 

Money  back 
guarantee. 

VISA  and 
MasterCard 


Call  Toil-Free 

1-800-854-6758 

(In  California  1-800-432-7646) 


Or  write  Books  on  Tape.  Inc. 
Dept  FB    P.O.  Box  7900. 
Newport  Beach.  CA  92660 


JEWELRY 


ANTIQUE  MAPS  C15-19th. 

For  decoration  and  investment  in 
home,  office  or  vault.  Write  or  call  now 
for  illustrated  catalogue  or  belter  still 
visit  one  of  the  finest  galleries  in  the 
world— CARTOGRAPHIA  Ltd.  37 
Southampton  St.  London  WC2E 
7HE.  (01)240  5687. 


DIAMONDS 

5.07  cts. 

ROUND 

FLAWLESS  

$25,000 

10.86  cts. 

ROUND 

FLAWLESS   

$52,000 

16.01  cts. 

ROUND 

FLAWLESS   

$69,000 

Examination  arranged  in  your  locale. 

(212)  247-3438 

r  CORPORATE 
|  REPORT 


A  SPECIAL  FORB£S  ADVERTISING  SERVICE  FOR  INVESTORS  AND  THE  FINANCIAL  COMMUNITY 


N  New  York  Stock  Exchange       A  American  Stock  Exchange        0  Over-the-Counter       P  Pacific  Stock  Exchange 


GAME-A-TRON  INC.  0 

NEW  BRITAIN,  CT.,  March  24— According  to  Dominic 
Sanzo,  Chairman,  three  of  Game-A-Trons  electronic  video 
slot  machines  were  installed  in  the  Frontier  Hotel  and 
Casino  on  the  Las  Vegas  "Strip"  for  field  testing  on  March 
22.  All  three  were  Five  Card  Stud  Poker  machines.  Such  field 
testing  is  a  prerequisite  to  obtain  approval  for  marketing 
the  machines  in  Nevada. 

Sanzo  said  that  Game-A-Tron  will  complete  and  resubmit 
their  application  for  the  Nevada  manufacturers/distributors 
and  slot  route  operators  licenses  by  early  April.  Game-A- 
Tron  is  not  currently  licensed  in  Nevada.  There  is  no 
assurance  their  application  will  be  approved.  Sanzo  indicat- 
ed that  if  they  are  successful  in  obtaining  a  Nevada  license 
it  is  highly  probable  that  they  would  also  apply  tor  licensing 
in  Atlantic  City. 

Game-A-Tron  recently  retained  the  services  of  an  inde- 
pendent consultant  in  the  electronic  video  slot  machine 
industry  for  evaluation  of  their  machines.  His  report  was 
very  favorable  in  comparison  with  competitive  machines. 
His  areas  of  evaluation  included  graphics,  electronics  and 
product  reliability. 

Game-A-Tron  will  submit  field  testing  requests  tor  addi- 
tional machines  at  the  May  meeting  of  the  Nevada  State 
Control  Board.  Among  these  requests  will  be  one  for  the 
Draw  Poker  machine.  According  to  Game-A-Tron's  legal 
counsel  in  Nevada  a  field  testing  permit  for  the  Blackjack 
machine  was  recently  approved  by  the  board.  No  actual  field 
testing  has  begun  at  this  time. 

Game-A-Tron  is  currently  in  the  early  stages  of  develop- 
ing a  video  game  home  cartridge  capability.  Sanzo  stated 
that  Game-A-Tron  has  produced  a  prototype  cartridge  that 
is  electronically  compatible  with  Coleco  cartridges.  Coleco  is 
one  of  the  acknowledged  leaders  in  the  video  cartidge 
industry. 

The  Board  of  Directors  is  contemplating  various  methods 
of  raising  additional  capital  to  assist  the  company  in 
achieving  its  goals.  The  company  has  several  possible 
approaches  under  consideration  including  a  rights  offerings 
to  shareholders.  Major  uses  of  capital  would  be  for  expand- 
ing product  lines  and  marketing. 

Preliminary  "feelers"  were  put  out  to  Game-A-Tron  by 
another  company  in  the  gaming  machine  industry  regarding 
the  possibility  of  a  merger.  These  talks  were  exploratory  in 
nature  and  were  inconclusive.  There  were  no  definite  offers 
or  proposals.  The  talks  were  terminated  as  not  in  the  best 
interest  of  the  company  or  its  shareholders.  No  future 
discussions  are  contemplated  with  that  company. 

Game-A-Tron  is  traded  on  NASDAQwith  the  symbol  "GAME" 
thecompanywastaken  public  in  1980  by  Neidiger,  Tucker,  and 
Bruner  offering  10  million  shares  at  25  cents  a  share. 

(Financial  Contact:  E.W.  Steele,  c/o  Game-A-Tron  Inc.,  45 
Osgood  Ave.,  New  Britain,  CT  06053.  Phone:  (203)  223-2760). 

GEARHART  INDUSTRIES,  INC.  N 

FT.  WORTH,  TX„  Mar.  22— Gearhart  Industries,  Inc.  today 
announced  net  operating  results  for  the  year  and  fourth 
quarter  ended  January  31,  1983. 

The  results  of  operations  for  the  year  ended  January  31, 
1983  and  the  corresponding  prior  year  are  as  follows: 
Year  Ended  Jan.  31  Qtr.  Ended  Jan.  31 

1983(a)  1982        1  983(a)  1982 

Net  revenue      $345,O3O,OOO$344,758.000  $90,700,000  $92,711,000 
Net  income         15,960,000   31.647,000     6,422,00  0  8.213,000 
Average  common  &  Common 
equivalent  shares 

outstanding  15,538,000  15,443,000  1  5,81  1,000  15,433,000 
Earnings  per  share        $1.03         $2.05  $.34  $.53 

(a)  Retlects  the  adoption  ot  the  new  accounting  change  tor  foreign  currency 
translation.  (FAS  No.  52) 

Operating  results  for  both  the  year  and  quarter  ended 
Janaury  31, 1983  were  substantially  below  the  prior  year  level 
reflecting  the  sharp  decline  in  U.S.  drilling  activity  and 
intense  competitive  conditions.  Foreign  drilling  activities, 
which  during  the  year  helped  partially  offset  the  deterioration 
of  the  domestic  market,  are  now  beginning  to  be  affected  by 


the  increased  competition  and  softened  demand. 

The  company  worked  throughout  the  year  implementing 
selective  cost  reduction  programs.  These  cost  reduction 
programs  were  initiated  to  balance  operating  levels  and 
costs  with  the  depressed  drilling  activities  and  yet  not 
jeopardize  any  essential  long-term  growth  projects. 

As  compared  to  the  previous  quarter,  the  fourth  quarter 
reflects  increased  Canadian  activity  and  a  high  level  of 
foreign  equipment  sales. 

Gearhart  Industries,  Inc.,  headquartered  in  Fort  Worth, 
Texas,  is  a  high  technology  company  that  performs  wireline 
and  other  well  evaluation  services  for  the  oil  and  gas 
exploration  and  production  industry.  The  company  also 
manufactures  wireline  equipment  and  supplies  both  for  its 
own  use  and  sale  to  independent  wireline  service  companies. 

(Contact:  Wayne  Banks,  Sr.  Vice  President-Finance, 
Gearhart  Industries,  Inc.,  P.O.  Box  1936,  Fort  Worth,  TX 
76101.  Phone.  (817)  293-1300.)  

POLICY  MANAGEMENT  SYSTEMS  CORPORATION  0 

Columbia,  S.C.,  April  7 — Policy  Management  Systems  (PMS) 
Corporation  (OTC.PMSC)  announced  that  for  its  first  quarter, 
1983,  earnings  per  share  were  at  a  record  level — $.28  for 
the  quarter.  This  was  an  increase  of  40%.  Total  revenues  for 
the  quarter  ended  March  31,  1983,  were  $13,817,000,  up 
40%  from  $9,850,000  in  1982.  Operating  income  was 
$2,675,000  versus  $1,913,000  for  the  same  quarter  of 
1982.  Net  income  was  $2,064,000,up  from  $1,470,000  in 
1982. 

Headquartered  in  Columbia,  S.C.,  PMSC  is  the  largest 
provider  of  standardized  software  products  and  services  to 
the  worldwide  property  and  casualty  insurance  industry. 
For  more  information  or  a  copy  of  the  Annual  Report: 
(Contact:  Robert  Gresham,  Vice  President  and  Treasur- 
er, PMSC,  P.O.Box  10,  Columbia,  S  C.  29202.  Phone:  (803) 
748-2405J^^^^^^^^^^^^^ 

PRAIRIE  PRODUCING  COMPANY  N 
PRAIRIE  PRODUCING  CO  LISTED  ON  N  Y  STOCK  EXCHANGE 

Houston,  Texas — Prairie  Producing  Company,  an  oil  and  gas 
exploration,  development,  and  production  company  in  Hous- 
ton, Texas,  has  listed  on  the  New  York  Stock  Exchange. 
Trading  commenced  on  April  5th  1983,  under  the  symbol 
"PRP".  Previously,  the  Company's  shares  were  traded  in  the 
OTC  market. 

Mr.  LB.  Forney,  President  and  Chief  Operating  Officer, 
stated  that  listing  on  the  NYSE,  "is  an  important  step  in  the 
growth  of  Prairie.  It  should  generate  new  interest  and 
provide  us  with  broader  recognition  within  the  investment 
community.  We  are  indeed  pleased  to  join  this  list  of  other 
quality  companies." 

Separately,  the  Company  also  reported  gross  revenues  for 
the  fiscal  year  ended  12-31-82  of  $25,569,715  compared  to 
$30,061,398  for  the  same  period  of  1981.  Net  income  was 
$5,258,732($.66pershare)forl982,versus$6,757,789($.88 
per  share — restated)  for  1981.  Working  capital  generated 
from  operations  and  available  for  capital  expenditures  was 
$17,300,907  for  1982  compared  to  $21,521,419  for  1981. 

Production  during  1983  totalled  298,166  barrels  of  oil 
and  4,301  million  cubic  feet  of  gas.  The  successful  explora- 
tion and  acquisition  program  not  only  replaced  reserves 
produced  during  the  year,  but  at  year-end  1982  proved 
developed  reserves,  as  estimated  by  the  Company's  inde- 
pendent reserve  engineers,  were  50%  higher  than  at  year- 
end  1981. 

Mr.  Forney  stated  that  the  decline  in  revenues  and 
earnings  was  due  primarily  to  a  lower  domestic  demand  for 
natural  gas  and  secondarily  to  delays  experienced  in  con- 
necting new  production  to  gas  buyers'  pipelines.  Mr.  Forney 
also  said  that  domestic  gas  demand  should  improve  as  the 
economy  recovers,  and  further  that  production  should  in- 
crease as  the  Company's  newly  discovered  reserves  are 
placed  on  stream. 

(Contact:  Gates  G.  Brelsford,  Manager-Corporate  Affairs, 
Prairie  Producing  Company  2200  Houston  Natural  Gas  Bldg. 
Houston,  Tx.  77002  or  phone  (713)  658-8413.) 


TELECOM  PLUS  INTERNATIONAL,  INC. 

Long  Island  City,  N.Y.,  Mar.  29 — Telecom  Plus  Internationa 
Inc.  (NASDAQ:  TELE)  today  reported  record  sales  and  earr 
ings  for  the  year  ended  December  31,  1982. 

Sales  rose  56%  to  $65,212,253  vs  $41,698,746  in  198! 
Pre-tax  earnings  for  the  period  increased  84%  I 
$9,920,995  as  compared  to  $5,400,073.  Net  earnings  ros 
87%  to  $4,813,695  or  $.73  per  share  vs  $2,569,673  or  $.5 
per  share.  There  were  6,565,300  weighted  average  share 
outstanding  in  1982  versus  4,432,007  in  1981. 

For  the  fourth  quarter,  sales  increased  66%  f 
$20,082,638  as  compared  to  $12,071,270.  Pre-tax  earning 
rose  65%  to  $2,861,513  versus  $1,735,876  for  the  simile 
period  last  year.  Net  earnings  were  up  69%  to  $1,471,413 1 
$.21  per  share  compared  to  $870,876  or  $.17  per  share  fi 
the  fourth  quarter  of  1981.  There  were  6,858,047  weighte 
average  shares  outstanding  for  the  period  as  compared  f 
5,033,468  for  the  same  period  in  1981 

Telecom  Plus  International,  Inc.  is  one  of  the  country 
largest  independent  telecommunications  companies  wit 
major  activities  in  the  interconnect  business  telephone  fiel 
and  in  microwave  data  transmission. 

(Contact:  Kathleen  McCollough,  Director-Marketing  Corr 
munications,  Telecom  Plus  International,  Inc.,  Telecoi 
Building,  48-40  34th  Street,  Long  Island  City,  NY  1110 
PJ^e^l^^2^7^^^^^^^^1 

UNITED  TELECOMMUNICATIONS,  INC. 

Kansas  City,  Mo. — United  Telecommunications,  Inc.  earr 
ings  per  share  for  the  first  quarter  of  1983  were  64  cent 
compared  to  64  cents  in  1982,  Chairman  Paul  H.  Hensc 
announced  today. 

For  the  12  months  ended  March  31,  1983,  earnings  p> 
share  were  $2.49  compared  to  $2.50  for  the  12  montt 
ended  March  31,  1982. 

Henson  said  United  Telecom's  business  growth  accele 
ated  in  the  first  quarter  but  continued  to  lag  behir 
historical  growth  patterns.  Total  revenues  and  sales  for  tf 
quarter  were  $630  million,  up  6  percent  from  $592  million 
1982.  For  the  12  months  ended  March  31,  1983,  tot 
revenues  and  sales  were  $2.5  billion. 

Henson  noted  that  while  United  Telecom's  net  incorr 
was  up  6  percent  in  the  period,  a  7  percent  increase  in  tf 
number  of  shares  outstanding  limited  earnings  per  sha 
growth  The  number  of  shares  outstanding  increased  b* 
cause  of  acquisitions,  the  company's  dividend  reinvestme 
plan,  and  employee  stock  purchases. 

"Weare  experiencing  a  gradual  strengtheningin  most  of  o 
major  markets,"  Henson  said.  "If  the  present  trend  continue 
we  expect  to  report  progressively  stronger  quarterly  earninj 
throughout  the  remainder  of  the  year,"  he-said. 

UNITED  TELECOMMUNICATIONS,  INC. 
(Consolidated) 
(Thousands  of  Dollars) 

Three  Months  Ended 

March  31, 
1983  1982 

Revenues  and  Sales: 

United  Telephone  System  $481,952  $441,0* 

United  Communications  Systems  110,275  111.3 

United  Telecom  Computer  Group  37,52  0  38,2 

United  Telecom  Communications  5,491  4  9 

Inter-Company  Sales  (5,598)  (3,93 

$629,640  $591,5 


Net  Income 

Preferred  Stock  Dividends 

Earnings  Applicable  to  Common  Stock 


$54,059 

$50,5 

1.173 

 Uj 

$52,886 

$49.6 

Earnings  per  Share: 

Assuming  no  dilution  64t  6 

Assuming  full  dilution  S2e  6 

Average  Number  of  Common  Shares  83,036,000  77,604,0 

(Contact:  Don  Forsythe.  United  Telecommunications,  Ini 

P.O.  Box  11315  Plaza  Station,  Kansas  City.  Mo.  6411 
Phone  (913)  676-3343.) 


(For  information  on  advertising  in  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371) 


Flashbacks 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


Edited  by  Dero  A.  Saunders 


Studebaker  1923  Big  Six  seveti-passenger 


its  most  progressive  bank- 
ers that  he  had  always 
turned  down  automobile 
paper  until  a  few  months 
ago.  When  I  asked  him 
why  he  had  exercised 
such  discrimination 
against  this  type  of  securi- 
ty, his  reply  revealed  that 
he  had  never  troubled  to 
investigate  the  financial 
soundness  and  stability  of 
touring  car  the  industry.  .  .  .  Once  he 
  did  make  such  an  mvesti- 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  May  12,  1923) 

"The  cost  of  living  in  the  U.S.  on  Mar. 
15  was  59.2%  higher  than  in  July 
1914,  according  to  the  National  In- 
dustrial Conference  Board.  This,  it 
was  explained,  represents  an  increase 
of  one-half  of  1%  since  November 
1922,  brought  about  by  a  continued 
rise  in  clothing  prices,  higher  rents, 
and  an  increase  in  the  cost  of  sun- 
dries. Average  money  wages,  it  is  fig- 
ured, are  now  105%  above  the  pre-war 
level,  and  average  real  wages  .  .  .  are 
30%  above  the  pre-war  figure." 

"Bankers  are  so  conservative  that 
would  you  believe  that  many  of  them 
throughout  the  country,  particularly 
in  the  smaller  places,  are  only  now 
admitting  to  themselves  that  the 
automobile  industry  is  dependable, 
fundamental,  permanent;  .  .  .  Until 
recently,  however,  even  the  strongest 
of  automobile  manufacturing  compa- 
nies have  encountered  difficulty  in 
placing  their  paper  with  nonmetro- 
politan  bankers.  I  was  astounded, 
while  visiting  recently  a  town  of  rath- 
er moderate  size,  to  learn  from  one  of 


President  Raymond  Redheffer  of  Amalga- 
mated Bank,  Neu-  York's  first  labor  bank 


gation,  he  was  thoroughly  converted 
and  is  sorry  he  was  so  tardy  in  'waken- 
ing up,'  as  he  called  it." 

"The  Iivest  spot  in  the  U.S.  today, 
from  all  accounts,  is  Los  Angeles  and 
surrounding  territory.  Nowhere  else 
are  real  estate  values  rising  so  sensa- 
tionally. The  city  is  attracting  people 
from  all  parts  of  the  country.  Its  busi- 
ness is  expanding  enormously.  The 
city,  in  fact,  is  becoming  a  very  impor- 
tant manufacturing  center.  The  most 
stimulating  factor  of  all,  however, 
lately  has  been  extraordinary  expan- 
sion in  the  discovery  and  develop- 
ment of  oil  properties.  .  .  .  Read  this 
extract  from  a  private  letter  written, 
not  for  publication,  by  a  well-known 
San  Franciscan: 

"  'Enormous  fortunes  have  been 
and  are  being  made  out  here  in  oil. 
You  can  hardly  realize  how  many  ab- 
solutely brainless,  mediocre  "slobs" 
have  made  anywhere  from  $1  million 
to  $20  million  in  oil  in  the  last  year. 
California  is  producing  daily  about 
750,000  barrels  of  oil.  .  .  .  Sixty  per- 
cent of  the  oil  in  the  U.S.  is  now  being 
produced  in  California,  and  I  expect  to 
see  1  million  barrels  per  day  produc- 
tion. The  oil  pools  around  Los  Ange- 
les are  producing  about  $400  million 
per  year.  Do  you  wonder  that  Los  An- 
geles is  prosperous?'  " 

Fifty  years  ago 

(May  15,  1933) 

"The  American  government's  refusal 

to  live  up  to  its  (gold)  bond  obligations 
arouses  mixed,  melancholy  feelings. 
Foreign  (as  well  as  home)  investors 
bought  U.S.  government  bonds  with- 
out suspecting  for  one  instant  that 
America  would  do  anything  such  as  is 
proposed.  It  was  stipulated  in  the  bond 
that  holders  would  be  paid  in  gold.  The 
Administration  announces  that  this 
contract  will  not  be  honored.  Instead 


of  receiving  what  they  expected  to 
receive,  both  foreign  and  domestic 
holders  will  be  paid  in  paper  currency 
quoted  at  a  greatly  depreciated  price 
throughout  the  world.  This  action  is 
hardly  calculated  to  inspire  American 
citizens  with  patriotic  pride. 

"Yet,  just  how  much  room  have 
European  owners  of  U.S.  bonds  to 
complain?  Have  not  the  principal  na- 
tions of  Europe  told  our  government 
that  they  don't  want  to  pay  what  they 
owe  us?  ..." 

Twenty-five  years  ago 

(May  15,  1958) 

"Nearly  50  years  ago  the  elder  Henry 
Ford  revolutionized  labor-manage- 
ment relations  by  raising  his  wage 
rates  to  $5  for  an  eight-hour  day  at  a 
time  when  comparable  plants  were 
paying  only  $2,30  a  day  for  the  same 
work.  It  seemed  to  many  hidebound 
employers  of  1914  that  Ford  was  com- 
mitting economic  suicide.  Far  from  it. 
His  decision  was  based  on  two  very 
solid  premises:  1)  that  higher  wages 
would  more  than  pay  for  themselves 
in  higher  productivity;  and,  2)  that  a 
well-heeled  working  force  would  be- 
come industry's  best  customers. 

"In  subsequent  years  the  elder  Mr. 
Ford  failed  to  keep  up  with  the  times, 
and  the  Ford  Co.  got  itself  embroiled 
in  serious  labor-management  trou- 
bles. But  the  precedent  Ford  set  with 
his  $5  wage  has  since  become  a  guid- 
ing principle  of  U.S.  industry:  the 
principle  of  cutting  labor  in  on  profits 
through  higher  wages." 

"When  the   2,850  shareholders  of 

Rochester,  N.Y.'s  Haloid  Co.  voted 
last  month  to  change  the  name  to 
Haloid  Xerox,  Wall  Street  hardly  bat- 
ted an  eyelash.  Name  changes  are  ev- 
eryday events  in  business,  and  the 
financial  community  had  long  known 
that  xerography,  a  patented  electronic 
copying  process,  was  an  increasingly 
important  part  of  the  firm's  business. 

"But  to  Haloid's  president,  Joseph 
C.  Wilson,  48,  the  change  acknowl- 
edged much  more  than  that.  It  was 
proud  public  vindication  of  a  decision 
he  had  taken  ten  years  before,  which 
committed  the  little  manufacturer  of 
photographic  paper  to  spend  nearly  as 
much  as  its  annual  gross — then  about 
$7  million — to  acquire  and  develop 
an  electronic  copying  process  which 
had  never  been  used  outside  of  the 
laboratories  of  the  Battelle  Memorial 
Institute." 
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He  who  attracts  luck 
carries  with  him  the 
magnet  of  preparation. 
William  A.  Ward 


There  are  no  hard  times 

for  good  ideas. 

H.  Gordon  Selfridge 


What  is  new  is  not  necessarily 
needed  and  what  is  old  is  not 
automatically  obsolete. 
Harry  G.  Mendelson 


Nothing  is  so  dangerous 
as  being  too  modern.  One 
is  apt  to  grow  old-fashioned 
quite  suddenly. 
Oscar  Wilde 


What  would  life  be  if  we  had 
no  courage  to  attempt  anything? 
Vincent  van  Gogh 


The  world  hates  change,  yet 
it  is  the  only  thing  that 
has  brought  progress. 
Charles  F.  Kettering 


Change  is  one  thing,  progress  is 
another.  "Change"  is  scientific, 
"progress"  is  ethical;  change 
is  indubitable,  whereas  progress 
is  a  matter  of  controversy. 
Bertrand  Russell 


A  conservative  is  a  man  who 
does  not  believe  that  anything 
should  be  done  for  the  first  time 
Frank  A.  Vanderlip 


The  greatest  benefit  that 
can  be  bestowed  upon  those 
who  toil  is  skilled  and 
wise  management. 
Calvin  Coolidge 


A  man  may  firmly  bind  himself 
to  prosperity  by  the  cord 
called  timely  action. 

TlRUVALLUVAR 


Thoughts 

on  the  Business  of  Life 


The  world  stands  aside 
to  let  anyone  pass  who 
knows  what  he  is  doing 
David  Starr  Jordan 


If  you  don't  drive  your 
business,  you  will  be  driven 
out  of  business.  The  man  who 
stands  still  is  passed  by  the 
procession.  We  prize  is  for 
the  alert,  for  the  enterprising, 
for  the  farsighted,  for  the 
energetic,  for  those  quick  to 
adapt  themselves  and  their 
organization  to  new  and 
changing  conditions. 
B.C.  Forbes 


Good  business  is  bold 
in  enterprise. 
William  Feather 


Once  an  organization  loses 
its  spirit  of  pioneering 
and  rests  on  its  early  work, 
its  progress  stops. 
Thomas  J.  Watson 


Fortune  brings  in  some  boats 
that  are  not  steered. 
William  Shakespeare 


Long-term  planning  is  an 
appropriate  medium  through 
which  to  abreact  visions, 
especially  visions  about  a 
happy,  prosperous,  better  future. 
Willy  Linder 


Planning  is  deciding  what  to 
change  today  so  tomorrow  will 
be  different  from  yesterday. 
Ichak  Adizes 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


A  hunch  is  creativity  trying 
to  tell  you  something. 
Frank  Capra 


Progress  is  what  happens 
when  impossibility  yields 
to  necessity. 
Arnold  Glasow 


We  can't  cross  a  bridge  until 
we  come  to  it;  but  I  always 
like  to  lay  down  a  pontoon 
ahead  of  time. 
Bernard  Baruch 


There  is  danger  in  reckless 
change;  but  greater  danger 
in  blind  conservatism. 
Henry  George 


A  Text . . . 

If  any  man's  work  abide 
which  he  hath  built  there- 
upon, he  shall  receive  a 
reward. 

I  Corinthians  3:14 


Sent  in  by  Raymond  May,  Salt  Lake  City, 
Utah.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


It  appears  that  God's  creative 
method  is  movement,  change, 
continuing  search,  ongoing 
inquiry.  Those  who  seek  are 
rewarded.  Those  who  are  sure 
they  already  have  the  answers 
gradually  become  obsolete. 
John  M.  Templeton 


The  only  failure  a  man  ought  to 
fear  is  failure  in  cleaving  to 
the  purpose  he  sees  to  be  best. 
Mary  Ann  Evans 
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SIMULATION 
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767  simulator 


Rising  operating  and  capital  costsb 
increased  safety  requirements,  and  the 
growing  complexity  of  equipment  and  pro- 
cesses have  stimulated  higher  demand  for 
the  sophisticated  simulator  training  systems 
produced  by  Singer's  two  Link  divisions. 

The  Link  Flight  Simulation  Division's 
current  activities  include  simulators  for  the 
new  Boeing  757  and  767  commercial  air- 
craft; the  F-16  fighter;  the  B-52  strategic 
aircraft;  C-130  transport;  NASA's  Space 
Shuttle;  and  a  variety  of  military  helicopters. 

The  Link  Simulation  Systems  Division 
received  its  single  largest  power-plant 
simulator  award  in  1982,  and  is  building  a 
number  of  similar  systems  for  other  customers, 
including  those  in  eight  foreign  nations. 
This  Division  is  also  addressing  other  industrial 
and  military  tactical  areas  where  there  are 
requirements  for  advanced  operator  training. 

SimuFlite  Training  International,  Inc. 
will  begin  its  operations  in  training  corporate 
pilots  in  early  1984.  Growth  of  this  field  is 
.  being  stimulated  by  active  government  sup- 
port for  simulator  training,  higher  proficiency 
and  safety  standards,  increased'aircraft 
operating  costs,  and  severe  airport  congestion. 


Ring-laser  gyro  guidance 


I 
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NAVIGATION  /GUIDANCE 

Singer's  Kearfott  Division  is  engaged  in 
the  full  range  of  navigation  and  guidance 
systems — inertial,  Doppler  radar,  stellar/  . 
inertial,  and  radio  frequency. 

In  1982,  the  Division  was  selected  to 
produce  the  high-accuracy  inertial  naviga- 
tion system  for  the  B-1 B  aircraft.  This 
system  will  employ  technology  that  can  be 
applied  to  future  manned  and  unmanned 
aircraft. 

Kearfott  also  delivered  the  first  produc- 
tion prototype  of  its  new-generation  ring- 
laser  gyro  navigation  system  for  customer 
testing  and  is  developing  a  second-genera- 
tion stellar/inertial  guidance  system  for 
the  Trident  II  missile.  The  Space  Shuttle's 
primary  inertial  navigation  system  was 
developed  and  produced  by  Kearfott. 

Kearfott  is  also  developing  JTIDS- 
the  Joint  Tactical  Information  Distribution 
System  which  links  all  elements  of  a  tactical 
force  with  integrated  navigation,  commu- 
nications, and  data  exchange  functions  that 
are  secure  and  jam-resistant. 


B  inertial  na 


Trident  missile 
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Single  subscriber  terminals 
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Tactical  correlation  system 

ELECTRONIC  WARFARE 

The  HRB-Singer  Division  develops  and 

SSSTt Speciali2ed  ele^onic  warfare 
2f  to  accomplish  signal  interception 
analysis,  and  interpretation 
.    .  In  strategic  applications,  the  Division's 

£E2°?5!  he'P  k6ep  co™anders 
abreast  of  changing  strategic  military  situa- 

Planning.  In  tactical  situations,  its  systems 
provide  information  needed  to  make 
decisions  regarding  rapidly  changing  devel- 
opments in  the  field,  y'yaevei 

HRB-Singer  has  developed  data 
correlation  systems  that  quickly  process 

S2S^  These  systems  emP'oy  sophis 
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Undersea  fire  cor 


III 


JACTICAL  INFORMATION 
AND  CONTROL 

Jmn.L,br?COpe  Division's  systems  are 
employed  in  virtually  all  US  Navy  sub- 
marines, including  Trident,  to  control  tactical 

develop  a  prototype  fire  control  system  for 
the  vertical  launch  of  cruise  missteTfrom 

mSSSSt  ,Th6  DiViSi0n  also  ««*Sto 
expand  rts  international  business  with  a  con- 

X  foffiia8  Mark  1 5 -di9tel  SESSB 

system  for  Indias  new  submarine  Similar 
equipment  is  being  installed  in  Canadian 
and  Australian  vessels. 

Librascope  is  also  engaged  in  a  US 
Army  program  to  develop  a  highly  intelligent 
communications  processor,  known  as  hi 
single  subscriber  terminal,  for  use  w*h  tacti- 
cal data  systems.  The  Division's  current 

S  ^mtPUter  SyStGms  and  T™ 
Srm  f  ®a,-t,me'  on-screen  data  for  use  in 
Army  field  operations. 


UNTIL  NOW 

YOU  MAY  HAVE  THOUGHT  OF 
NORTHWEST  BANCORPORATION 
AS  A  GROUP  OF  BANKS. 

NOW  WERE 

NORWEST  CORPORATION. 
RANKING. 

AND  A  WHOLE  LOT  MORE. 


Our  new  name  goes  beyond  a  change  of  signs 
and  logos  and  colors.  It  personalizes  the  evolution 
that  has  taken  place  in  our  corporation  in  the  last 
few  years.  We're  still  a  major  banking  organization 
in  the  Upper  Midwest  with  86  banks  in  seven  states. 
And  we're  more  than  that.  We're  leasing.  Corporate 
finance.  Bonds.  Money  market  investments. 
Insurance.  Consumer  financial  services.  It  all  adds 
up  to  more  than  banking.  To  an  impressive  range 


of  corporate  and  retail  financial  services.  It's  the 
direction  of  things  to  come.  It's  Norwest. 

Norwest  Banks  •  Norwest  Agricultural  Credit 
Norwest  Leasing  •  Norwest  Mortgage  •  Norwest 
Financial  Services  •  Norwest  Capital  Management 
&  Trust  Companies  •  Norwest  Bank  Minneapolis/ 
International  •  Norwest  Business  Credit  •  Norwest 
Venture  Capital  •  Norwest  Insurance 

Our  stock  exchange  symbol  will  remain  as  always— NOB. 
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How  to  use  a  747 


KLM  flies  747's  exclusively 
to  Europe.  Here's  how  to 
get  maximum  benefit  from 
one  of  the  finest  planes  in 
the  skies. 

Surveys  confirm  the  747  as  the 
aircraft  preferred  by  most  busi 
ness  travelers,  demanding 
people  who  appreciate  the 
roomy,  comfortable  interior  of 
this  massive  plane. 

KLM  has  further  enhanced 
the  pleasure  of  flying  this 
special  aircraft  by 
devoting  a 
great  deal 


choice  of  beverage.  Royal  Class 
passengers  can  board  at  their 
leisure  and  disembark  first.  A  mar- 
velous courtesy.  And  whether  you 
are  in  Amsterdam  or  any  of  KLM's 
U.S.  gateways,  a  luxury  lounge  is 
reserved  just  for  you,  the  Royal 
Class  passenger. 

KLM's  Business  Class. 

The  international  business 
traveler  has  never  been  so 


and  a  delightful  choice  of 
entrees  served  on  distinctive 
china  with  elegant  glassware. 

Fly  to  the  very 
center  of  Europe. 

KLM  flies  747's  from 
New  York,  Chicago, 


Special  cabin  staff  for 
Business  Class.  Like 
Royal  Class,  Business 
Class  passengers  get  the 
personal  attention  of  their 
own  highly-trained  staff. 


of  attention 
to  some  very 
important 
details. 

Royal  Class. 

KLM's  Royal 
Class  has  a 
level  of  luxury 
that  goes  far 
beyond  the 

conventions  of  First  Class. 

You  can  really  stretch  out  on  our 

new  SleepAir  seats. 

We  serve  you  hors  d'oeuvres, 
including  caviar,  and  a  choice  of 
no  less  than  five  entrees,  accom- 
panied by  champagne  or  your 


SleepAir  seats— a  new  dimension 
in  comfort.  KLM's  new  SleepAir 
seats  have  been  designed  to 
KLM's  specifications. 
You  arrive  in  Europe  refreshed 
and  ready  for  a  fuli  day's  work. 


understood.  KLM's  Business 
Class  passengers  are  treated 
to  two  separate  cabins: 
one  reserved  for  non- 
smokers  on  the  upper  deck, 
another  on  the  main  deck. 
There  are  seats  with  more 
leg-room,  complimentary 
cocktails, 


Boutique  duty-free 
shopping  from  your 
seat.  What  could  be  eas- 
ier? The  perfect  oppor- 
tunity to  pick  up  a  gift 
for  a  client  or  your 
family  at  a  bargain 
price.  Major  credit 
cards  accepted. 


Los  Angeles, 

Houston  and  Atlanta  nonstop 
to  Amsterdam's  Schiphol  Air- 
port, rated  Europe's  best  by 
business  travelers.  Here  you'll 
find  1,125  weekly  connections 
to  cities  in  Europe,  the  Middle 
East  and  the  Far  East  and  Africa. 
The  next  time  you  have 

business  abroad,  fly  KLM 
747's.  Fbr  reservations, 
call  your  Travel  Agent, 
corporate  travel  depart- 
ment or  KLM  Royal 
Dutch  Airlines. 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 
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John  Maynard  Keynes,  1883  1946; 
Joseph  Schumpeter,  1883-1950 

We  owe  the  cover  story  in  this  issue  to  a  lucky  break.  In  March  our 
Steve  Forbes  and  Laury  Minard  were  breakfasting  in  London  with  the 
distinguished  Austrian  economist  Frederik  von  Hayek,  when  Hayek 
mentioned  in  passing  that  1983  was  the  centenary  year  both  of  John 
Maynard  Keynes  and  of  Joseph  Schumpeter.  The  first  almost  a 
household  name  today,  the  other  known  chiefly  to  a  minority  of 
intellectuals  and  to  professional  economists.  Keynes,  whose  econom- 
ic ideas,  vulgarized  by  politicians  and  hacks,  have  given  us  stagfla- 
tion. Schumpeter,  whose  economic  thinking  was  both  broader  and 
deeper  than  Keynes,  but  which — alas — has  been  ignored  by  politi- 
cians and  policymakers.  This  was  a  centenary  Forbes  could  not 
permit  to  go  unnoticed.  I  put  through  a  call  to  Peter  Drucker  in 
Claremont,  Calif.  Would  he  do  an  article  for  us  contrasting  these 
economic  giants,  both  born  in  1883?  Why  Peter  Drucker?  Because  of 
his  graceful  style  and  ability  to  deal  with  grand  concepts  without 
losing  sight  of  the  real  world.  But  when  I  called  him,  Drucker,  much 
in  demand  as  a  teacher,  writer,  lecturer,  consultant,  was  skeptical. 
He  had  many  commitments.  It  was  a  big  undertaking.  But  he  would 
think  it  over.  I  was  to  call  next  day. 

"You  gave  me  a  sleepless  night,"  Drucker  said  on  the  second 
telephone  call.  He  had  been  up  late  rereading  his  Schumpeter.  It  had 
been  quite  an  experience.  Keynes  was  wrong.  Schumpeter  was  right. 
Yes,  Drucker  would  do  the  article  for  us.  It  begins  on  page  124. 1  hope 
our  readers  will  be  as  excited  and  elated  by  it  as  I  was.  On  subsequent 
pages  Contributing  Editor  Norman  Gall  and  I  add  additional  insights 
on  Joseph  Schumpeter — a  prophet  of  limited  renown  in  his  own  time 
but  with  a  great  message  for  us  and  our  children  and  grandchildren. 


Joseph  Who? 

Nothing  better  demonstrates  the  obscur- 
ity into  which  this  great  thinker  has  fall- 
en than  the  difficulty  our  art  department 
had  in  obtaining  good  illustrations  for 
the  article.  The  standard  photo  agencies 
were  of  no  help — with  them  it  was 
"Schumpeter  Who?"  Nor  does  he  have 
any  heirs  or  survivors  that  we  could  call 
upon  for  help.  But  we  did  locate  old 
friends,  students  and  colleagues  of  the 
economist,  many  of  them  men  in  their 
80s.  For  the  caricature  that  appears  on 
page  130  we  are  beholden  to  Gottfried 
Haberler,  the  distinguished  economist 
who,  long  retired  from  Harvard,  is  now  a 

fellow  at  Washington's  American  Enter-   

prise  Institute.  Also  most  helpful  was  another  distinguished  octoge- 
narian, Redvers  Opie,  a  close  friend  of  Schumpeter  who  now  resides  in 
Mexico  City.  The  group  photo  on  page  131  is  especially  interesting.  It 
was  lent  to  us  by  Professor  Loring  Allen  of  the  University  of  Missouri. 
Dr.  Allen  is  writing  a  biography  of  Schumpeter  and  assisted  us  in 
many  ways.  We  look  forward  to  the  appearance  of  his  bio.  It  will  be  a 
landmark  in  reviving  interest  in  the  teachings  of  a  man  who  has  a 
great  deal  to  say  to  our  confused  modem  world. 


Joseph  and 
Elizabeth  Schumpeter 


Editor 
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Computer  crime. 

Yra  can't  prevent  it,  so 

youd  better  be  insured  against  it. 


Chances  are  your  company,  like  most, 
relies  on  complex  computer  data  bases 
to  conduct  business  effectively.  Imagine 
the  financial  effect  if  this  computerized 
information  should  be  destroyed,  dis- 
torted or  pirated  via  electronic  means. 
Or,  indeed,  if  your  entire  computer 
system  were  totally  shut  down  for  days 
as  a  result  of  illegal  outside  access. 

Unfortunately,  such  electronic 
invasion,  done  maliciously  or  simply  as  a 
prank,  is  becoming  a  sad  but  real  fact  of 
business  life  in  the  computer  age.  And 
surprisingly,  most  companies,  even  those 
with  sophisticated  computer  security 
systems,  while  still  vulnerable,  are  7iot 
insured  against  this  contingency. 

For  this  reason,  Shand,  Morahan  & 
Company  has  introduced  the  first  insur- 
ance coverage  totally  designed  to  protect 
companies  against  this  unique  danger. 
As  one  of  the  nation's  leading  business 
insurance  specialists,  we  make  it  a 
practice  to  seek  out  and  identify  new 
exposures  and  insurance  needs  in 
today's  business  marketplace,  and  then 
develop  the  best  possible  insurance 
programs  to  cover  them. 

The  Shand,  Morahan  Unauthorized 
Computer  Access  policy  is  just  such  a 
new,  innovative  and  highly  necessary 
coverage.  And  we  are  proud  to  be  the 
source  for  this  insurance  in  the  U.  S.  today. 

Why  not  have  your  Risk  Manager 
ask  your  broker  to  contact  us  for  a 
complete  briefing  on  your  company's 
particular  exposures  and  needs  in  the 
area  of  unauthorized  computer  access? 
It  could  be  the  most  cost-saving  inquiry 
you  make  all  year. 


Shand,  Morahan 
&  Company,  Inc. 


One  American  Plaza 
Evanston  IL  60201 


National  Westminster.  The  Action  Bank. 

In  the  biggest  international  banking 
centre  it  towers  above  the  rest. 


National  Westminster's  network  of 
3,200  branches  is  larger  than  that 
of  any  other  bank  in  Britain. 

So  perhaps  it's  not  surprising  that 
we  also  rank  among  the  biggest  banks 
in  the  world. 

There's  only  one  way  a  bank  can 
grow  like  that.  By  providing  customers 
with  an  unparalleled  wealth  of  know-how 


and  initiative. On  demand.We  believe 
no  other  bank  can  take  wiser  or  more 
decisive  action  on  your  behalf.  And  we 
believe  no  other  bank  can  make  a  better 
claim  to  be  "The  Action  Bank'! 

If  you'd  like  to  test  that  claim  simply 
contact  the  manager  of  our  nearest  office. 

We're  big  enough  to  take  it  and  act 
on  it. 


AUSTRALIA  TELEX  24491  BAHAMAS  TELEX  NS  20177  BAHRAIN  TELEX  8294  BELGIUM  TELEX  21208  BRAZIL  TELEX  391-21300! 
MEXICO  TELEX  01 7  71  786  SINGAPORE  TELEX  28491  SPAIN  TELEX  46934  SWEDEN  &  NORWAY  TELEX  150E 


CANADA  TELEX  06-22572  FRANCE  TELEX  210393  GREECE  TELEX  212766  HONG  KONG  TELEX  HX  61672  JAPAN  TELEX  28292 
SWITZERLAND  TELEX  812186        U.K.  TELEX  885361        U.S.A. TELEX  233563        USSR  TELEX  413258        W.  GERMANY  TELEX  416500 


Trends 


Edited  by  John  A.  Conway 


Pyrrhic  victory 

The  banks  that  lobbied  so  hard  to 
repeal  10%  withholding  on  dividends 
and  interest  might  now  want  to  start 
fighting  their  own  Senate-passed  re- 
lief bill  (which  puts  off  withholding 
for  four  years).  In  the  House  Ways  & 
Means  Committee,  Chairman  Dan 
Rostenkowski  (D— 111.),  who  is  in  no 
hurry  for  repeal,  may  drag  out  his 
hearings  right  up  to  July  1,  startup 
date  for  the  withholding  law  now  on 
the  books.  (He  has  set  hearings  on  the 
relief  measure  for  June.)  Should  Ros- 
tenkowski stall  until  the  law  takes 
effect,  all  concerned  may  decide  to 
forget  the  whole  thing.  The  rub  is  that 
banks  are  just  learning  that  relief  may 
be  worse  than  the  original  law.  Hid- 
den in  the  compromise  relief  bill  is  a 
diktat  that  would  have  the  IRS  com- 
pile a  running  list  of  all  taxpayers 
with  a  gap  of  $50  or  more  between 
actual  and  reported  dividends  and  in- 
terest. That  means  every  bank,  S&L, 
broker  and  corporation  would  have  to 
keep  its  records  up  to  date  and  hold 
back  20%  on  delinquents'  payments 
(up  from  10%  in  the  original  legisla- 
tion) at  the  IRS'  stipulation.  The  addi- 
tional paperwork  would  pose  a  much 
bigger  burden  than  the  withholding. 
Moreover,  under  the  relief  bill,  finan- 
cial institutions  could  not  use  the  30- 
day  float  to  help  defray  the  record- 
keeping costs.  Some  relief. 

Ars  gratia  artis 

Some  pricey  items  seem 
recession-proof.  High- 
priced,  table-size  art 
books,  for  example,  kept 
moving  briskly  last  year 
while  sales  of  adult  trade 
hardbacks  fell  8.2%,  the 
worst  drop  in  ten  years. 
Abbeville  Press,  a  major 
art  house,  had  its  best 
year,  says  publisher  Rob- 
ert E.  Abrams.  "Trade 
sales  increased  only 
10%,  but  that  was  off  a 
terrific  1981,  when  they 
were  up  35%."  At  Harry 

N.     Abrams    Inc.,  a   

Times/Mirror  subsidiary,  publisher 
Paul  Gottlieb  says  sales  were  off  a  bit, 
but  only  because  1981  was  a  record 
year.  The  trend  seems  here  to  stay. 
Three  years  ago  the  bookstore  at  New 
York's  Metropolitan  Museum  of  Art 
expanded  its  500  to  1,000  titles  to 
9,000.  The  result?  "On  Sunday,  the 
big  museum  day,"  says  Marilyn  Jen- 


Audubon 's  pelican 
Four  for  $5,500. 


sen,  the  bookstore's  trade  buyer,  "you 
can't  breathe."  Who  buys  these 
books?  The  mink-coat  and  tourist 
crowd  is  the  mainstay.  More  surpris- 
ing are  art  students  and  aficionados. 
"Many  people,  especially  students, 
are  passionate  about  these  books," 
says  Elsa  Lichtenstein,  manager  of  a 
Barnes  &  Noble  bookstore  in  Manhat- 
tan. "If  they  want  one  badly  enough, 
they  buy  it,  despite  the  price."  And 
the  price  is  high.  Alfred  Stieglitz,  a 
Callaway  collection  of  the  pioneer 
photographer's  work,  has  sold  25,000 
hard  and  7,000  soft  copies  since  No- 
vember— at  $75  and  $35  apiece.  And 
the  best  is  yet  to  come.  This  year 
Abbeville  is  putting  out  a  four-vol- 
ume set  of  full-size  reproductions  of 
James  Audubon's  Birds  of  America. 
Price:  $5,500  a  set. 

The  M  B  A.  woman 

How  does  the  M.B.A.  woman  see  her 
future?  To  find  out,  Jane  Borns  and 
Sharon  McCarthy,  two  graduate  stu- 
dents at  Cornell's  School  of  Business 
and  Public  Administration,  polled 
their  peers.  (Close  to  half  replied.) 
First  surprise  was  the  peak  salary  ex- 
pected. For  men,  this  was  a  mean  of 
$169,020;  for  women,  $115,517.  The 
men  with  low  expectations  were  head- 
ing for  public  service  jobs  or  didn't 
consider  salaries  important;  women's 
hopes  depended  on  which  area  of  busi- 
ness they  were  aiming  at,  how  long 
they  had  worked  before  getting  an 
M.B.A.  and  whether  they  planned  to 
keep  working.  In  the 
class  of  '83,  69%  of  the 
women  did  not  expect  to 
stay  at  their  desks,  in- 
cluding those  who 
planned  absence  only  for 
maternity  leave.  They 
also  admitted  that  the 
breaks  in  service  would 
mean  significantly  lower 
salaries.  (The  finding  was 
supported  by  similar  re- 
search done  at  the  Har- 
vard Business  School  in 
1973.)  Researchers  Borns 
and  McCarthy  hoped 
their  class  would  not  du- 
plicate results  of  a  sampling  of 
Stanford  M.B.A.s  a  decade  ago.  After 
those  graduates  had  worked  four  years, 
salaries  were  similar,  but  the  men  had 
all  the  bonuses  and  other  perks.  And 
when  asked  to  predict  peak  salaries, 
the  gap  between  men  and  women  had 
gone  from  40%  to  60% . 


Now,  real  estate  IRAs 

Mutual  funds  may  have  garnered 
most  of  the  new  IRA  money  so  far — 
some  $5.8  billion  at  last  count — but  if 
real  estate  syndicators  have  their  way, 
that  won't  be  the  case  for  long.  A  good 
many,  including  Bache  and  Merrill 
Lynch,  are  scrambling  to  come  up 
with  real  estate  income  funds  to  at- 
tract future  retirees'  dollars.  Tax  shel- 
ter expert  Robert  Stanger,  publisher  of 
Tl)e  Stanger  Report,  says  syndicators 
and  brokerage  firms  sold  about  $800 
million  of  such  programs  last  year — 
about  one-third  the  total  amount 
raised  in  the  publicly  registered  real 
estate  programs.  Non-IRA  investors 
are  also  going  into  the  funds.  Since 
IRAs  aren't  taxed  until  retirement,  in- 
vestors don't  need  writeoffs  now,  so 
most  of  the  new  IRA  realty  programs 
are  unleveraged.  The  IRAs'  funds  go 
into  everything  from  existing  apart- 
ment complexes  and  shopping  malls 
to  future  developments,  and  investors 
get  any  tax-free  accumulations  of 
cash  flow  and  capital  gains.  They  are 
not  risk-free,  of  course,  but  that  hasn't 
stopped  investors  yet.  Estimates  are 
that  they  could  pump  another  $1.6 
billion  into  the  new  realty  income 
funds  this  year. 

The  protection  argument 

American  opinion  leaders  oppose  pro- 
tectionist trade  policies,  according  to 
a  new  survey  sponsored  by  LTV  Corp. 
and  conducted  by  Princeton's  Opin- 
ion Research  Corp.  Despite  their 
bleak  appraisal  of  the  U.S.  trade  posi- 
tion, 67%  of  the  505  business  execu- 
tives, journalists,  government  offi- 
cials, public  interest  spokesmen,  pro- 
fessors and  labor  leaders  polled  feel 
U.S.  trade  policies  should  either  be 
less  protectionist  or  remain'  as  they 
are.  But  labor  leaders  as  a  group  con- 
trasted sharply;  69%  of  them  called 
for  more  protection.  And  another 
Opinion  Research  poll  showed  the 
same  proportion  of  the  general  public 
favoring  some  import  restrictions, 
with  87%  thinking  that  imports  con- 
tributed to  unemployment.  Among 
the  opinion  leaders  polled,  62%  said 
U.S.  products  were  weak  on  world 
markets  and  57%  foresaw  no  changes 
in  trade  policies  of  foreign  nations. 
Three-quarters  felt  that  the  Japanese 
had  unfair  trade  policies,  but  a  major- 
ity thought  the  U.S.,  West  Germany 
and  Great  Britain  to  be  moderately 
fair.  Most  agreed,  however,  that  more 
protectionist  U.S.  policies  would  only 
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Kodak  introduces 
the  duplicator  that  binds! 


"The  thickness  of  the  reports 
you  can  bind  knows  almost 
no  bounds!" 


"It  was  bound 


"Kodak  is  innovating  in  leaps  and  bounds! 
Automatic  in-line  book-style  binding, 
each  book  at  duplicator  speed.  Fast! 
Staples  too!  Standard  or  legal  size,  copied 
one  side  or  both  ( with  unique  single-pass 
duplexing ),  with  or  without  colorful 
cover  sheets!" 


"What  Kodak  hath 
adhesive-bound  together, 
let  no  one  pull  asunder!" 


to  happen!  Beautiful 
bound  reports!" 


"My  reports  are 
bound  to  be  better 
with  binding!" 


Talk  about  legally  binding, 
ft  binds  8Y2x  11 
and  8]/2  x  14  paper  too!" 


"Send  the  coupon  or  coll. 

We're  honor-bound  to 
send  you  on  octuol  somple 
report  bound  with  the  new 
Kodok  Ektoprint250AFB 
duplicator!" 


Call  toll-free  or  send  the  coupon. 
1  800  44KODAK  (1  800  445-6325) 


©Eastman  Kodak  Company,  1983 


P— cm*  

Eastman  Kodak  Company,  CD3378,  Rochester,  NY  14650. 


Please  send  me  a  bound-like-a-book  brochure  produced 
on  the  new  Kodak  Ektaprint  250AFB  duplicator. 

Have  a  Kodak  representative  call. 


NAME. 


_TITLE_ 


COMPANY. 


ADDRESS  _ 


CITY. 


_ STATE. 


__ZIP_ 


TELEPHONE]  L 


Trends 


cause  high  prices,  foreign  retaliation 
or  a  possible  allout  trade  war.  In- 
creased U.S.  protectionism,  43%  said, 
would  increase  unemployment;  only 
29%  thought  it  would  increase  U.S. 
productivity;  and  88%  called  for  more 
pressure  on  foreign  governments  to 
open  their  markets  to  imports. 


Pay  and  performance 

The  captains  of  industry  didn't  do  as 
well  in  1 982  as  in  prior  years,  but  they 
didn't  do  badly  either.  Median  salary 
for  chief  executives  hit  $616,000  last 
year,  up  5.4%  but  well  below  the  me- 
dian raise  of  13%  paid  in  1981,  accord- 
ing to  a  survey  of  35  of  the  top  100 
industrial  companies  by  Towers,  Per- 
rin,  Forster  &  Crosby,  the  New  York 
consultants.  Five  of  the  firms  covered 
had  net  losses  in  1982;  pay  for  their 
chief  executives  fell  by  more  than 
28%.  Poor  financial  results  also  elimi- 
nated bonuses  in  seven  companies, 
according  to  Gordon  Wolf,  who  ran 
the  survey.  "Executives'  pay,"  he 
says,  "clearly  is  not  insulated  from 
company  performance." 


You  can't  win  department 

Despite  a  continuing  barrage  of  flak 
from  feminist  groups,  Playboy  gave  an- 
other $90,000  to  their  cause  this  past 
year.  Is  the  supermacho  magazine  try- 
ing to  buy  absolution?  No,  says  Play- 
boy Foundation  Director  Rebecca 
Sive-Tomashefsky.  "Some  may  call  it 
reparations,"  she  says,  "but  I  don't  see 
any  contradiction."  Whatever  Play- 
boy's intentions,  feminists  are  not  ap- 
peased. "The  fact  that  we  accept  their 
money  does  not  imply  that  we  ap- 
prove of  their  policies,"  says  Muriel 
Fox,  head  of  the  legal  defense  and  edu- 
cation fund  of  the  National  Organiza- 
tion for  Women. 


Sweepstakes  for  kids 

Games  have  been  so  effective  a  pro- 
motional tool  for  adults  that  some 
companies  are  now  trying  them  out 
on  children.  Last  year  Quaker  Oats 
ran  a  game  for  its  Cap'n  Crunch  cere- 
al. Then,  in  February,  General  Mills 
launched  an  advertising  campaign  for 
six  presweetened  cereals  (Trix,  Cocoa 
Puffs,  Lucky  Charms,  Count  Cho- 
cula,  FrankcnBcrry  and  BooBerry)  us- 
ing a  sweepstakes  as  the  clincher: 
"You  can  win  a  Sony  Watchman  TV  if 
you  play  the  Watch  n  Play  game." 
The  catch?  Kids  had  to  buy  cereals  or 
send  away  for  cards  and  then  sit  glued 


to  the  tube  looking  for  matchups. 
This  raised  the  hackles  of  parents  at 
Action  for  Children's  Television,  a 
national  advocacy  group  based  in 
Newtonville,  Mass.,  who  filed  a  com- 
plaint with  the  Federal  Trade  Com- 
mission last  month  charging  that 
such  promotions  are  deceptive  to 
children.  The  commercials  did  note, 
"Millions  will  enter,  a  thousand  can 
win,"  says  ACT  President  Peggy 
Charren,  but  those  are  not  clear  math- 
ematical concepts  to  young  children. 
The  overall  message,  she  says,  is  "Buy 
cereal,  "  and  that  is  a  no-no  on  kiddie 
shows.  Although  it  had  yet  to  see  the 
complaint,  General  Mills  seemed 
nonplussed.  "We  would  have  heard 
about  it  from  consumers  if  the  ads 
were  a  problem,"  a  spokesman  said, 
noting  they  stopped  running  them  in 
mid-April.  Charren  counters  that  the 
commercials  were  "an  ad  man's 
dream  and  a  parent's  nightmare." 
ACT  wants  to  stop  games  for  kids 
once  and  for  all. 


The  mileage  barrier 

Jaguar,  the  comeback  automobile  of 
the  decade,  is  headed  for  a  bureaucrat- 
ic roadblock — Washington's  fuel- 
economy  requirement.  For  1983,  cars 
sold  in  the  U.S.  must  deliver  26  miles 
per  gallon;  next  year  the  figure  goes  up 
to  27  mpg  and,  in  1986,  to  27.5.  Major 
automakers  meet  these  rules  by  "fleet 
averages,"  taking,  for  instance,  all 
Fords  and  Chevrolets,  big  and  little, 


The  Jaguar  XJ-S 

Straight  through  the  mileage  bar. 


and  coming  in  with  a  mean  figure  that 
meets  Washington's  specifications. 
The  laguar,  which  comes  basically  in 
just  two  models,  is  denied  this  advan- 
tage. So  what  will  the  company  do? 
When  the  27-mpg  flag  goes  up  in 
1984,  says  Graham  Whitehead,  presi- 
dent of  the  BL  subsidiary's  North 
American  operations,  (aguar  will  start 
paying  penalties  to  Uncle  Sam.  "We 


will  consider  them  a  necessary  cost  of 
doing  business,"  he  says.  "And  mean- 
while we  will  continue  developing  a 
more  fuel-efficient  engine."  The  pen- 
alties, which  apply  to  any  manufac- 
turer turning  out  more  than  10,000 
cars  a  year  worldwide,  are  hardly  pro- 
hibitive, lag  will  have  to  pay  $5  per 
car  for  every  tenth  of  a  mile  it  falls 
below  the  regulations. 


A  penny  saved 

"Rounding  down,"  a  relatively  new 
phrase  in  Uncle  Sam's  lexicon,  has 
become  a  new,  painless  way  to  save 
the  Treasury  money.  Introduced  by 
the  Congress  and  the  Reagan  Admin- 
istration in  1981,  it  means  that  a 
benefit  payment  of,  say,  $292.89  is 
paid  out  as  $292,  with  the  rest  staying 
in  Washington.  "It's  a  relatively  pain- 
less way  to  save  money,  pure  and  sim- 
ple," says  a  spokesman  for  the  Office 
of  Management  &.  Budget.  Smoothing 
out  the  pennies  saved  the  Social  Secu- 
rity Administration  $75  million  in 
fiscal  1982  and  will  cut  total  pay- 
ments by  $1.1  billion  over  five  years. 
Similarly,  the  Veterans  Administra- 
tion, with  close  to  4  million  benefit 
collectors,  will  trim  its  payout  by 
$28.7  million  this  year  and  $146  mil- 
lion over  five  years.  The  Civil  Service 
Retirement  System  expects  to  save  $6 
million  this  year  and  $28  million  over 
three  years  in  payments  to  its  1.8  mil- 
lion retirees.  The  military  has  just 
stopped  paying  its  1.3  million  retirees 
to  the  exact  penny,  which  will  save 
the  Pentagon  $5  million  this  year  and 
$9  million  in  years  to  come. 


South  of  the  border 

Latin  America's  already  underem- 
ployed labor  force  will  grow  by  leaps 
and  bounds  in  the  next  few  decades, 
according  to  U.S.  population  experts. 
The  ranks  below  the  border,  100  mil- 
lion in  1975,  will  be  200  million  by 
the  year  2000 — only  17  years  away — 
and  300  million  in  the  following  25 
years.  The  200  million  is  a  certainty; 
all  those  future  workers  are  now  born. 
Neighboring  Mexico,  for  example, 
with  a  labor  force  of  20.2  million  in 
1980,  will  reach  28.3  million  in  1990 
and  40.3  million  by  2000.  Central 
America's  workers,  7  million  strong 
in  1980,  will  be  9.5  million  in  1990 
and  13  million  in  2000.  These  new 
hordes  will  multiply  the  chances  of 
unrest,  with  consequent  growing  de- 
mands for  U.S.  help  in  all  forms,  to 
say  nothing  of  the  mounting  pressure 
of  illegal  immigrants  on  an  already 
overextended  border  patrol. 
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We  take  on 
Ted  Turner 


DHL/1  Worldwide  Courier  Express,  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


It  takes  a  special  kind  of  person 
to  take  on  all  challengers  and 
come  out  ahead.  A  person  like 
Ted  Turner,  who  not  only  success- 
fully defended  the  America's  Cup 
but  who  indelibly  changed  the 
picture  of  American  television 
with  the  first  24-hour  news 
service  on  his  innovative  Cable 
News  Network. 

In  today's  world,  speed  of 
information  is  vital,  "you  not 
only  have  to  be  smarter  than 
the  next  guy,  you  have  to 
be  faster,"  says  Turner. 

That's  why  DHL  takes  on 
Ted  Turner.  


"For  overnight  delivery  of  time- 
critical  documents  and  packages 
anywhere  in  the  U.S.,"  says  Turner, 
"they're  the  next  best  thing  to 
taking  it  there  yourself." 


Because,  like  Turner's  super- 
station,  DHL  has  incredible  reach. 
30,000  locations. 
Service  to  97%  of  the 
"Fortune  500." 

More  on-time  deliveries  to 
more  places  around  the  world 
than  any  other  express  courier. 

And  DHL  makes  sure  clients  like 
Ted  Turner  stay  ahead  with  state- 
of-the-art  technology. 
DHL  uses  t/j0)  727s,  Learjets, 
helicopters  and  its 
fleet  of  trucks 
to  speed  urgent 
documents 
and  packages 
on  their  way, 
II  across  America. 
"The  only  thing  they 
can't  deliver,"  says 
Turner,  "is  a  pennant 
for  my  Atlanta  Braves." 
For  information,  call 
your  local  office  of 
DHL  Worldwide 
Courier  Express. 


NEXT  BEST  TH/NG  TO  TAK/NG/T  THERE  YOURSELE 


1 1983  DHL  Airways  Inc. 
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Fool's  gold 

Almost  a  year  ago  Forbes  (July  19, 
1982)  raised  a  warning  flag  about  the 
International  Gold  Bullion  Exchange, 
a  fast-moving,  free-spending  gold-^nd- 
silver  coin  dealer  in  Florida  that  of- 
fered the  precious  metals  at  spot 
prices,  thus  saving  the  buyer  a  30% 
wholesale  markup  and  retail  commis- 
sions. (Out-of-Flonda  buyers  also 
avoided  sales  taxes,  since  they  bought 
by  mail. |  Backed  by  an  expensive  ad 
campaign,  the  Ft.  Lauderdale-based 
IGBE  had  attracted  more  than  150,000 
customers  and  $80  million  in  sales 
before  the  Florida  attorney  general 
closed  it  down  last  month,  charging 
the  principals  with  civil  theft  and 
consumer  fraud.  "We  want  the  corpo- 


William  Alderdice 

All  that  glisters  is  not  gold. 


ration  dissolved,"  said  Leonard  Elias, 
the  state's  assistant  attorney  general. 
"We  allege  that  they've  taken  con- 
sumers' money  and  converted  those 
monies  to  their  own  use.  [IGBE  Chair- 
man William]  Alderdice  admitted  as 
much  in  the  Forbes  article,  which  we 
attached  to  the  lawsuit." 

How  could  Alderdice 's  firm  market 
its  coins  without  markups  and  stay  in 
business?  To  get  the  spot  price,  cus- 
tomers had  to  send  money  promptly 
and  then  wait  up  to  15  weeks  or  longer 
for  delivery.  While  they  waited,  Aider- 
dice  told  Forbes  last  year,  he  put  the 
money  into  CDs.  As  for  the  coins,  he 
admitted  IGBE  often  did  not  cover  sales 
until  delivery  was  due,  thus  selling 
short  and  promising  gold  and  silver  it 
did  not  yet  own.  In  the  falling  market 
that  prevailed  since  IGBE's  premiere  in 


1980  until  mid- 1982,  this  practice 
could  be — and  was — highly  profitable. 
Since  last  May,  however,  gold  has  gone 
up  over  $100,  to  $460  an  ounce,  and 
silver  went  up  60% ,  to  almost  $  1 4. 

"Say  you  want  to  buy  $1,000  of 
gold.  What  if  gold  goes  up  before  I 
deliver  in  90  days?"  Alderdice  had 
explained.  "If  I  triple-hedge  it  and  go 
buy  $3,000  worth  of  gold  on  Comex, 
and  gold  goes  up  a  $100,  I  got  the 
hundred  I  need  to  buy  your  gold  and  I 
got  $200  profit  on  $1,000  worth  of 
gold." 

William  Alderdice  had  started 
wheeling  and  dealing  after  he  and  his 
brother  fames,  in  Ft.  Lauderdale  for 
the  beach  scene,  hit  upon  the  coin- 
selling  scheme.  Things  started  to  un- 
ravel early  this  year  when  the  Florida 
attorney  general's  office  received  300- 
odd  complaints  about  late  deliveries 
from  the  Miami  FBI,  which  has  been 
investigating  IGBE  for  over  a  year. 

The  Floridians  blew  the  whistle, 
but  were  hardly  the  only  losers.  "I 
knew  there  was  a  snake  in  the  bas- 
ket," says  Bill  Clark,  a  Ford  engineer 
in  Dearborn  who  laid  out  almost 
$3,000  for  silver  bars  in  May  1982. 
IGBE  stalled  delivery  but  sent  Clark 
checks  for  interest  (at  a  30%  annual 
rate)  and  at  one  point  a  check  for  25% 
of  the  profits  he  might  have  earned 
had  he  received  and  sold  his  silver. 
Last  November  he  even  got  a  buyout 
check  for  over  $3,900,  then  the  cur- 
rent market  value  of  his  silver.  Later 
he  was  told  he  could  have  his  silver 
and,  unfortunately,  sent  his  money 
back  for  immediate  delivery  of  his 
silver — which  by  late  April  he  had  yet 
to  see. 

Another  customer,  Robert  Mes- 
singer,  a  New  Jersey  personnel  direc- 
tor, was  luckier.  He  sent  IGBE  $5,555 
last  June  for  1,000  ounces  of  silver. 
The  following  month,  he  says,  he  read 
the  Forbes  article  and  got  his  silver 
after  calling  in  the  FBI  and  the  FTC. 

Five  days  after  Florida's  attorney 
general  closed  down  IGBE,  the  com- 
pany filed  for  voluntary  bankruptcy. 
Alderdice,  from  his  lavish  home  on 
Ft.  Lauderdale's  Intracoastal  Water- 
way, did  not  return  telephone  calls 
from  Forbes. 

Who's  that  on  the  phone? 

The  big  riddle  in  AT&T's  agreement 
with  Justice  Department  trustbusters 
to  give  up  its  22  operating  subsidiaries 
was  how  Ma  Bell's  children  would 
fare  on  their  own.  The  biggest  ques- 
tions of  all  focused  on  what  looked 
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Time  on  Ice 

An  elegant  quartz  clock  embedded  in  a  solid  block  of  glass.  With  a  rotating  pendulum. 
One  of  our  newest  from  Seiko  combining  the  flawless  accuracy  of  quartz  technology  with 
a  witty,  wonderful,  modern  design.  Such  a  conversation  piece  would  make  a  marvelous 
gift.  Do  come  see  our  innovative  Seiko  clock  collection,  from  $39.50  to  $395.00. 

SEIKO  QUARTZ  CLOCKS 

Available  at  the  following  fine  jewelry  stores: 


like  the  weakest  Bell  System  sister, 
Pacific  Telephone.  True,  in  the  clos- 
ing days  of  1982  Congress  gave  PacTel 
a  lovely  Christmas  present  by  enact- 
ing a  law  erasing  $1.5  billion  in  back 
taxes  from  PacTel 's  balance  sheet 
(Forbes,  Feb.  14).  The  confusion  over 
the  22  sisters  remained,  however,  and 
has  now  been  compounded,  this  time 
by  the  differing  views  of  the  two  ma- 
jor bond  rating  systems. 

First,  Moody's  Investor  Service 
chopped  the  credit  ratings  of  virtually 
all  the  AT&T  companies.  PacTel  was 
dropped  down  into  a  range  that  indi- 
cated that  its  paper  carried  a  specula- 
tive risk.  Then  the  other  big  rating 
house,  Standard  &  Poor's,  gave  the 
telephone  companies  a  rousing  vote 
of  confidence,  retaining  its  top  rating 
for  eight  of  Bell's  operating  units  and, 
lo  and  behold,  raising  PacTel 's.  One 
rating,  in  other  words,  read  risk  for 
PacTel 's  paper,  while  the  other  read 
go  ahead  and  buy  it.  Then  Moody's 
reversed  itself  and  raised  ratings  on  all 
PacTel's  senior  debt.  Differences  of 
opinion,  it  seems,  aren't  limited  to 
horse  racing. 


Expenses,  shmexpenses 

Should  a  computer  software  maker's 
costs  to  build  new  products  be  treated 
as  a  day-to-day  business  expense,  or  as 
an  investment  to  be  depreciated  over 
the  years?  At  Comserv,  a  Minneapo- 
lis-based firm  that  makes  elaborate 
systems  for  manufacturing,  profits  of 
$2.2  million  in  1981  would  have 
turned  to  a  loss  of  $  1  million  if  it  had 
expensed  product  development  costs 
instead  of  capitalizing  them  (Forbes, 
Jan.  17).  Big  bucks  also  hang  on  the 
answer  at,  for  instance,  International 
Telephone  &  Telegraph  (which  cap- 
italizes) and  ASK  Computer  Systems 
(which  does  not). 

Now  the  Securities  &.  Exchange 
Commission  has  jumped  into  the  de- 
bate with  plans  to  ban  companies  that 
currently  expense  from  switching  to 
capitalization.  The  ban  would  be  os- 
tensibly temporary  while  accountants 
rack  their  brains  for  clear  guidelines. 

The  SEC  says  it  is  keeping  an  open 
mind  on  the  subject.  But  some  people 
think  that  computer  software  devel- 
opment is  in  fact  R&D  and  should 
therefore  be  expensed.  Champions  of 
capitalization  like  Comserv  CEO 
Richard  Daly  argue  that  there  is  a 
crucial  difference:  R&D  is  a  shot  in 
the  dark;  developing  computer  soft- 
ware, on  the  other  hand,  is  a  step-by- 
step  process  in  which  you  know  in 
advance  you  will  complete  the  project 
and  get  paid  for  it. 


ALABAMA-Jobe-Rose,  Birmingham 
ARIZONA-Rosenzweigs,  Flagstaff, 

Mesa,  Phoenix,  Scottsdale,  Tucson 
ARKANSAS-Stiffts,  Little  Rock 
CALIFORNIA-Bailey  Banks  &  Biddle, 

Costa  Mesa,  Torrance; 

Granat  Brothers,  Concord, 

San  Francisco,  Cupertino; 

Slavick's,  Los  Angeles,  Newport  Beach, 

Northridge,  San  Diego,  Torrance 
COLORADO-Argenzio  Brothers,  Denver; 

Bohm-Allen,  Denver 
CONNECTICUT-Stowell's,  West  Hartford 
FLORIDA-Jacobs,  Clearwater, 

Ft.  Myers,  Jacksonville,  Orlando, 

St.  Petersburg,  Tampa,  West  Palm  Beach 

GEORGIA-Bailey  Banks  &  Biddle, 

Atlanta,  Augusta 
HAWAII-Granat  Brothers,  Honolulu 
ILLINOIS-Bailey  Banks  &  Biddle, 

Chicago 

INDIANA-Koerber-Baber,  Fort  Wayne 
KANSAS-Jaccards,  Overland  Park 
KENTUCKY-Bailey  Banks  &  Biddle, 

Louisville 

LOUISIANA- Aaron  Rose,  Lake  Charles; 

Hausmann's,  New  Orleans; 

Rider's,  Shreveport 
MAINE-Stowell's,  Portland 
MARYLAND-Bailey  Banks  &  Biddle, 

Annapolis,  Baltimore,  Bethesda, 

Columbia,  Gaithersburg,  Landover 
MASSACHUSETTS-Stowell's  Boston, 

Springfield 
MICHIGAN-Morgans,  Lansing; 

Wright  Kay,  Birmingham,  Dearborn 


MISSOURI-Hess  &  Culbertson, 

Frontenac,  St.  Louis,  Springfield; 

Jaccards,  Kansas  City 
NEVADA-Bailey  Banks  &  Biddle, 

Las  Vegas;  Granat  Brothers,  Reno 
NEW  HAMPSHIRE-Stowell's,  Manchester 
NEW  JERSEY-Wiss  &  Lambert  Bros., 

Hackensack,  Paramus,  Short  Hills 
NEW  YORK-Hertzberg's,  Rochester 

NORTH  CAROLINA-Bailey  Banks  &  Biddle, 

Charlotte,  Durham,  Winston-Salem 
OHIO-Bailey  Banks  &  Biddle, 

Toledo;  Cowell  &  Hubbard,  Akron, 
Cleveland,  Youngstown; 
Litwin,  Cincinnati; 
Max  Davis,  Toledo; 
Rogers,  Columbus 

OKLAHOMA-Boswell's,  Tulsa;  Peacock, 

Oklahoma  City;  Rosenfeld, 

Oklahoma  City 
OREGON-Zell  Brothers,  Portland 
PENNSYLVANIA-Bailey  Banks  &  Biddle, 

Philadelphia,  Pittsburgh 

TENNESSEE-Brodnax,  Chattanooga, 
Memphis,  Nashville 

TEXAS-Aaron  Rose,  Beaumont; 

Corrigan's,  Austin,  Dallas.  Ft.  Worth, 
Houston,  San  Angelo;  Hertzberg's, 
San  Antonio;  Kruger,  Midland; 
Wagner's,  Amarillo 

UTAH-Bohm-Allen,  Salt  Lake  City 
VIRGINIA-Bailey  Banks  &  Biddle, 

McLean 

WISCONSIN-Bailey  Banks  &  Biddle, 

Milwaukee 
WYOMING-Argenzio  Brothers,  Casper 


FORBES,  MAY  23,  1983 


13 


Readers  Say 


Cut  something  in  return 

Sir:  You  lambaste  President  Reagan 
for  his  unconscionable  budget  deficits 
(Fact  and  Comment,  Apr  25)  and  then 
below  on  the  same  page  plead  for 
spending  more  money  in  the  strategic 
oil  reserve. 

You  may  be  right  about  purchasing 
oil,  but  what  do  you  demand  we  trade 
for  it?  If  you  do  not  have  a  spending 
cut  to  go  along  with  your  boost,  we 
will  be  worse  off  than  we  were. 
— -John  James 
Chicago,  III 


No  more  masses 

Sir:  Hurrah  for  James  Cook's  cover 
story  "What  Drives  The  U.S.  Econo- 
my? Services  Or  Goods?"  (Apr  11).  We 
should  not  be  conned  into  attempted 
"^industrialization" — a  futile  effort 
to  revive  the  past. 

One  added  point:  The  smokestack 
economy,  as  I've  detailed  in  Tlje  Third 
Wave  and  Previews  and  Premises,  is 
based  on  de-massification. 

This  means  more  custom  produc- 
tion of  both  goods  and  services  and 
more  market  segmentation.  It  will  re- 
quire new  kinds  of  education  no  long- 
er based  on  the  factory-style  schools 
of  the  past. 
— Alt  in  Toffler 
New  York,  N.Y. 


Doleful  comment 

Sir:  Senator  Bob  "Redistribute  the 
Wealth"  Dole  ("Sniffing  the  wind," 
Mar.  28)  could  have  figured  the  oil 
import  tax  out  without  your  help.  He 
has  us  motorists  paying  to  repair  the 
highways  that  truckers  wrecked.  He 
has  allowed  even  bigger  trucks  to 
wreck  them  faster  the  next  time 
around.  He  has  us  motorists  paying 
the  bills  for  mass  transit  riders  who 
are  allergic  to  paying  full  fare. 
— W.M.  Buescher 
Pigeon  Forge,  Term 


Lively  Latin  debate 

Sir:  What  a  delight  to  find  another 
person  who  needed  3  Vi  years  to  gain  2 
years  of  credit  in  Latin  (Fact  and  Com- 
ment, Apr.  11).  I  didn't  know  whether  I 
was  stupid  or  stubborn. 

It  is  comforting  that  two  survivors 
of  this  academic  horror  managed  to 
find  a  degree  of  success  in  the  de- 


manding discipline  of  conveying  ideas 
and  opinions  to  the  public. 

—Jack  Mahley 
President, 

Mahley  &  Associates 
Glenview,  III 

Sir:  I  strongly  disagree.  Latin  is  a  use- 
ful learning  tool. 

In  my  fifty  years  of  business  expe- 
rience, my  work  involved  much 
writing  and  a  lot  of  public  speaking. 
Latin  taught  me  good  grammar,  a 
wider  vocabulary,  correct  syntax  and 
sentence  structure  and,  of  equal  im- 
portance, a  better  knowledge  of  the 
meaning  of  words.  It  teaches  one  to 
speak  logically,  to  write  logically  and 
to  think  logically. 
— T.M.  Forbes  Sr 
Atlanta,  Ga 

Sir:  Your  own  clotted,  eccentric  and 
often  unreadable  writing  style  would 
have  been  greatly  improved  if  you  had 
spent  a  little  more  time  reading  Cae- 
sar and  Cicero  and  a  little  less  time 
immersed  in  annual  reports. 
— Richard  C.  Hughes  III 
New  York,  NY. 


Ad  stocks 

Sir:  Your  editorial  (Fact  and  Comment, 
Apr.  11)  noted  the  error  of  taking  ad- 
vertising agency  stocks  too  lightly 
back  in  the  early  Seventies.  [You  left] 
out  the  best-performing  advertising 
agency  stock  of  them  all.  On  Oct.  24, 
1973  Grey  Advertising  was  selling  for 
105/a.  Our  recent  price  was  90  bid,  99 
asked.  At  90,  our  increase  is  747% — 
half  again  better  than  Interpublic 's 
532.4%. 

— Edward  H  Meyer 
Chairman  and  President, 
Grey  Advertising  Inc 
New  York,  N.Y. 


Similar  from  the  start 

Sir:  In  Fact  and  Comment  (Feb.  28) 
you  said,  "We've  commented  here  in 
the  past  on  how  often  couples,  pic- 
tured in  local  newspapers  on  their 
50th  wedding  anniversary,  have  come 
to  look  alike." 

The  couples  don't  come  to  look 
alike;  they  looked  alike  when  they  got 
married.  Examine  photos  of  engaged 
and  newly  married  couples,  and  you 
would  be  astounded  how  much  they 
resemble  each  other,  especially  the 
mouths. 


I  am  enclosing  a  few  samples  for 
your  enjoyment. 
— Betty  Hall 
I  loyt  Ijzkes,  Minn 


Filling  a  gap 

Sir:  Your  specific  reference  to  "Our 
Green  Berets,  101st  Airborne,  Rangers 
and  our  Marines"  ("In  Ground  Com- 
bat, Esprit's  The  Name  Of  The 
Game,"  Fact  and  Comment,  Apr.  25) 
leaves  a  huge  gap  where  the  82nd  Air- 
borne Division  should  be. 
— Norman  D.  Davidson 
Member, 

82nd  Airborne  Division  1960-63, 
Salem,  Ore 


Can't  nag  a  racehorse 

Sir:  Re  your  article  that  humans  are 
improving  their  running  times  faster 
than  horses  (Apr  25). 

Certain  men  and  women  have  both 
the  body  and  the  will  to  engage  in  a 
strenuous  training  program — and 
thus  benefit  by  it.  Thoroughbreds 
aren't  so  gifted. 

The  problem  is  a  1,200-pound  ani- 
mal running  40mph  on  matchstick 
legs.  Increased  training  risks  further 
injury.  Second,  can  any  trainer  imbue 
the  horse  with  a  burning  desire  to  win 
and  set  records? 
— Richard  Karlgaard 
Redwood  City,  Calif. 

Sir:  After  a  bit  of  algebra  and  a  few 
more  strokes  of  my  calculator,  I 
can  now  boldly  project  that  in  453 
years  a  man  will  win  the  Kentucky 
Derby. 

— Stephen  J.  Przybylko 
Dayton,  Ohio 
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Very  Dependable. 
Accurate.  And  Swiss. 


Very  American,  too.  Proud.  Inventive.  And 
involved. 

It's  that  perfect  blend  of  American  innovation  and 
Swiss  exactness  that  makes  us  the  best  insurance 
protection  for  your  valued  business. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 


Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
dependability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH- AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 


K  you  don't 

evaluate 
Wfong  computers, 

you  run  the  risk 
of  autoirating 
your  office 

too  late, 

for  too  much, 

with  too  little. 

This  isn't  the  time  to  mince  words.  Office 
automation  is  coming.  It's  inevitable.  Because 
computer  technology  can  help  your  people  do 
their  jobs  so  much  better,  so  much  easier.  But 
every  day  your  company  puts  off  the  decision  to 
automate,  you  risk  falling  behind  your  increas- 
ingly productive  competition. 

That's  why  you  should  talk  to  Wang. 

Wang  is  the  only  computer  company  that 
can  fully  automate  your  office  today.  We  have 
the  systems  to  handle  all  kinds  of  information: 
words,  numbers,  images  and  voice.  The  tech- 
nology to  let  your  people  share  all  that  informa- 
tion effectively.  Products  so  easy  to  use  everyone 
can  use  them.  And  the  resources  to  serve  you 
anywhere  in  the  world. 

Remember,  sooner  or  later  you'll  automate. 
But  the  sooner  the  better  with  Wang. 

For  a  presentation  on  Wang  office  auto- 
mation, call  1-800-225-9264.  Or  write  to 
Wang  Laboratories,  Inc.,  Business  Executive 
Center,  One  Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation  Computer  Company 


A847 


©  1982  Wang  Laboratories.  Inc. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ALL  OF  A  SUDDEN  EVERYBODY'S  ON  GEORGE  SHULTZ'  BACK 


but  his  insurmountably  difficult  Mideast  shuttle  would 
just  as  swiftly  get  them  off — for  a  wee  while — if  he  could 
pull  off  any  significant  freeing  up  of  Lebanon. 

It  must  amaze,  confuse  and  bemuse  the  rest  of  our 
citizens  to  watch  how,  overnight,  so  many  in  our  punditing 
business  can  switch  from  stroking  to  piranha-ing  yester- 


day's public  pet.  I  like  the  way  our  Secretary  of  State 
commented  on  his  commentator  critics  before  he  left: 

"Nobody  likes  criticism.  I  guess  it  comes  with  the 
territory.  I  have  to  do  my  best  and  do  what  I  think  is  right 
and  then  everybody  can  make  their  judgments.  Every- 
body's entitled  to  their  point  of  view — even  me." 


FOR  A  NEW  FED  CHAIRMAN 

President  Reagan  couldn't  do  better  than  Alan  Greenspan. 

MANAGEMENTS  WHO  DISPOSED/DISPOSE  OF  TOXIC  WASTES 


dangerously  should  have  the  book  thrown  at  them.  If  those 
top  managements  are  still  around  who  did  it,  or  are  doing 
the  same  still,  their  boards  of  directors  should  throw  them 
out,  as  they  did  the  toxic  wastes. 

It's  hard  to  conceive  that  such  giant  corporations  as 
those  majors  in  chemicals  didn't  long  ago  tackle  the  whole 
waste  problem  and  wrestle  it  to  the  point  of  solution. 

They  and  other  corporations  had  to  be  aware — long 
before  an  aroused  public  was — that  there  was  no  way  to 
sweep  the  problem  under  the  rug  for  long,  i.e.,  into  the 
streams  and  porous  ground  around. 

Who  better  could  come  up,  in  their  research  and  devel- 


opment programs,  with  ways  of  detoxifying  the  toxic,  of 
encapsulating  what  can't  be  made  to  go  harmlessly  away? 

What  a  fantastic  new  business  opportunity  for  those 
who  can,  or  have,  or  will  come  up  with  the  least 
expensive  solutions.  The  problem  has  been  around  long 
enough,  the  needs  are  great  enough  that  the  potential  for 
profit  in  a  solution,  vis-a-vis  the  cost  of  ducking  a 
solution,  is  huge. 

It's  beyond  understanding  that  top  management  would 
not  meet  the  problem  head-on,  instead  of,  as  in  some 
current  instances,  waiting  around  to  be  bludgeoned, 
albeit  belatedly. 


RE  "STAYING  THE  COURSE,"  FOR  SURE  CAP  WILL 


There  are  those  who  speculate  that  the  mounting  tempo 
and  temper  of.  criticism  for  Defense  Secretary  Wein- 
berger's absolute  refusal  to  consider  removals  from  his 
overflowing  budget  platter  might  lead  to  his  reassignment 
or  resignation.  They're  whistling  Dixie. 

We've  contributed  our  critical  mite,  e.g.,  "Cap  the  But- 
terknife,"  etc.  But  we've  never  deluded  ourselves  that  such 
might  have  much  result. 

The  Defense  Secretary  feels— rightly,  I  think — that  any 


offer  of  his  to  reconsider  or  "postpone"  major  projects, 
such  as  the  MX  missile  or  additional  carrier  groups,  would 
be  taken  as  a  given  by  Capitol  Hillers,  and  they'd  promptly 
be  in  full  cry  for  more.  No  one  around  the  President  enjoys 
his  confidence  more  than  Secretary  Weinberger — and  few 
for  as  long.  Reagan's  delighted  with  Cap's  stubborn 
"standup"  to  his  critics. 

During  this  blazing  Defense  budget  battle,  people  tend 
to  overlook  the  fact  that  Cap  Weinberger  is  one  of  the  few 
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genuinely  and  thoroughly  nice  guys  in  Washington.  That's 
part  of  the  problem.  His  convictions  are  genuine.  He's  not 
posturing  for  political  power.  That's  more  of  a  problem. 

If  he  were  less  nice,  he  wouldn't  have  been  persuaded 
by  all  the  Braid  that  everything  they  have  asked  for  is 
essential.  If  he  were  more  political,  he  would  realize  that 
Congress  can't  buy  a  deficit  of  a  size  that  many  of  us  feel 

STOCKHOLDERS  PAT 

"Buyer  beware"  is  a  marketplace  commonplace,  plain 
common  sense  in  the  first  place.  But  consumers  are — 
rightfully — protected  against  fraud  or  misrepresentation 
that  can  endanger  life  or  limb. 

Corporations  are  entitled  to  the  same. 

In  many  an  acquisition,  what  was  acquired  doesn't  al- 
ways turn  out  to  be  as  represented,  or  as  unperspicacious 
accountants  may  represent  it  as  being.  Rarely,  though,  do 
top  managements  like  to  admit  they've  been  taken  by 
taking  such  action  as  filing  suit.  They're  afraid  to  be 
dubbed  gullible  or  dumb.  Stockholders  end  up  losing  some 
dividend  income  to  save  some  managements'  red  faces. 

What  brought  all  this  to  mind  was  Grumman's  filing  of  a 


would  weaken  America  more  than  the  proposed  spending 
would  strengthen  it. 

If  Cap  were  to  recommend  to  the  President  that,  consid- 
ering the  Whole  Equation,  perhaps  it  would  be  better  to 
hold  off  on  some  of  those  Big  Tickets,  for  sure  Ronald 
Reagan  would  listen. 

Oh,  would  .that  Cap  would. 

TO  SAVE  RED  FACES 

half-billion-dollar  lawsuit  against  Rohr  Industries.  You 
may  recall  the  Grumman  buses  that  have  been  made 
infamous  for  their  multiple  failures  during  their  rugged 
use  and  abuse  on  New  York's  potholed  streets.  Grumman 
bought  its  bus  division  from  Rohr  and  claims  that  the 
seller  knew  of  some  of  the  structural  problems  that  had 
developed  during  prototype  testing  and  failed  to  tell  the 
buyer  about  it. 

The  courts  will  decide  if  the  suit  is  with  or  without 
merit,  but  we're  applauding  a  management  that  isn't 
above  facing  the  facts  instead  of  covering  up  with 
monies  that  might  otherwise  have  been  shared  with 
shareholders. 


IF  YOU  THINK  INTELLIGENT  BUSINESS  REPORTING  S  EAST 


-New  York  Times 


just  compare  these  two 

headlines,  on  the  same      (RCA  Slides  46.6%; 
day,  about  the  same  quar- 
terly earnings  report: 

Hard  to  believe,  isn't  it? — two  such  contrasting  per- 
spectives of  the  same  facts  by  two  such  respected 
journals  for  business  reporting.  In  this  case — and  as  so 
often  is  the  case — the  Wall  Street  Journal  headlined 
the  meaningful  figures  in  that  RCA  first-quarter  earn- 
ings report.  On  a  comparable  basis,  actual  earnings  are 
sizably  up.  That's  a  very  significant  fact  for  this  long- 


RCA  Earnings 
Climbed  by  47% 
In  First  Quarter/ 

—Wall  Street  lournal 


trouble-plagued  corporation. 

The  Times  headline,  while  fac- 
tually accurate,  is  totally  mislead- 
ing. The  1982  quarter  being  com- 
pared to  this  year's  was  only  higher 
because  of  unusual,  nonrecurring 
gains,  including  the  sale  of  some  businesses  and  a  one- 
time-only tax  procedure. 

It  wasn't  a  question  of  one  journal  emphasizing  the 
positive,  the  other  the  negative.  The  important  thing  in 
that  quarterly  report  is  the  clue  to  RCA's  return  to  health. 


MOVIES 


Bad  Boys — It's  hard  to  imagine  the  year  producing  any 
film  more  brutal  and  bloody.  It's  a  well-acted,  tense  por- 
trayal of  inner-city-youth  crime,  and  how  the  piper's  paid 
in  juvenile  detention  "facilities."  If  it's  entertainment 
you're  after,  this  isn't.  •  Britannia  Hospital — Those  rav- 
ing critics  who  acclaim  this  as  humorous  should  be 
promptly  admitted  to  this  institution.  It's  bloody,  as  we 
use  the  word,  and  bloody  bad,  as  the  British  use  the  word. 
•  La  Nuit  de  Varennes — An  absolutely  delightful  film 
about  a  witty,  motley  lot  hot  on  the  heels  of  Marie  Antoi- 
nette and  her  Louis  trying  to  escape  from  France.  What  a 
treat  to  see  yesteryear's  bawdiness  instead  of  today's  explic- 

TO  SAT  NO 

when  Yes  is  in  order 
is  to  cause  disorder. 


itness.  Acted  with  charm  and  filmed  with  unpretentious 
beauty.  •  Local  Hero — Refreshingly  differentia  film  to 
relax  with  and  enjoy.  Even  the  Houston  Big  Oil  man  is  only 
gently  spoofed,  ending  up  eccentrically  lovable  as  he  waives 
grandiose  plans  to  cover  over  a  charming  backwater  Scot- 
tish harbor  village  with  a  Saudi-size  oil  megalopolis.  Some- 
times some  of  the  Scottish  burrs  even  sound  authen- 
tic. The  Outsiders — This  hyper-simplified  version  of 
wrong-side-of-the-tracks  teeners  warring  with  snooty  (and 
snoots-ful)  right-side-of-the-trackers  is  so  exaggerated  as  to 
be  irrelevant.  The  film's  a  slam  banger  anyway,  but  not  for 
those  of  us  whose  teens  are  some  decades  past. 

A  MAN  CAN'T 

do  more  than  he  can — but  he 
can  at  least  do  that  much. 
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NO  BOOK  YOU'VE  NOT  READ  IS  OLD 


Occasionally  books  reviewed  here  have  been  out  a  long 
time.  They're  ones  I  bought  when  they  were  published  and 
didn't  get  a  chance  to  read  until  recently  or,  in  some  cases, 

The  Days  of  the  French  Revolu- 
tion— by  Christopher  Hibbert  (Wil- 
liam Morrow  &  Co.,  $12.95).  A  who- 
done-it-to-whom,  sequencing  the 
bloody,  confusing  power  shifts  be- 
tween Louis  XVI's  fall  and  Napo- 
leon's rise.  One  day's  head  choppers 
become  next  day's  chopped. 

Excerpt:  Louis  turned  to  Roux  [a 
leader  of  the  leftist  faction,  Enrages]  with  a  parcel  contain- 
ing a  few  personal  belongings  and  his  will,  which  he  asked 
him  to  give  "to  the  queen."  "To  my  wife,"  he  added 
hastily,  amending  the  words. 

"I have  not  come  here  to  do  your  errands,"  Roux  rough- 
ly replied.  "I  am  here  to  take  you  to  the  scaffold." 

The  Victorian  and  Ed- 
wardian Army  from  Old 
Photographs  —  commen- 
taries by  John  Fabb  (David 
&  Charles,  Inc.,  $24). 
These  very  early  photo- 
graphs, many  of  the  Cri- 
mean War  and  the  British 
Army  in  India,  convey  more  completely  the  reality  of  their 
time  than  the  best  of  novels  and  the  most  well-written 
histories  possibly  could. 


•  Consenting  Adults,  or  The  Duch- 
ess Will  Be  Furious — by  Peter  de  Vries 
(Little,  Brown  &  Co.,  $10.95).  I  tried 
again  to  get  through  a  book  by  this 
vaunted  author  but  just  couldn't 
make  it  beyond  page  81.  Surely  he's 
more  talked  about  than  read? 
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o^dllltSOR 

T/ieDuc/wssWl 
HeFurious 


NOKMAN  COUSINS 

Anatomy 
of  an 
Illness 

As  Perceived  bv  the  Patient 


Reflections  on 
l  Icalingand  Kei;mer;iliun 


Anatomy  of  an  Illness — by  Nor- 
man Cousins  (W.W.  Norton  &.  Co., 
Inc.,  $9.95).  Anyone  who's  suffering 
a  critical  illness,  or  wants  to  know 
how  to  cope  if  and  when,  will  find 
well  spent  the  hour  or  two  it  takes  to 
read  this  long-bestselling  Norman 
Cousins  prescription.  He's  living 
proof  of  the  power  of  positive-belief- 
in-thinking  cure. 

Excerpt:  Pain  is  both  the  warning  system  and  the  protec- 
tive mechanism  that  enables  an  individual  to  defend  the 
integrity  of  his  body.  Its  signals  may  not  always  be  readily 
intelligible,  but  at  least  they  are  there.  And  the  individual 
can  mobilize  his  response. 


these  wee  reviews  were  written  some  time  ago  but  didn't 
get  into  print  until  now.  Anyway,  any  book  you  haven't  yet 
read  is  new,  whether  it's  just  off  the  press  or  long  in  print. 

*  Colorado's  Hidden  Valleys — by 

John  Fielder  (Westcliffe  Publishers, 
$29.95).  One  hundred  thirty-nine 
refreshingly  magnificent  color  pho- 
tographs, a  stunning  contrast  to 
blatantly  color-distorted  scenic 
postcards  aimed  at  the  wish-you- 
were-here  tourist  trade.  Printed  in 
Japan,  this  book's  proof  that  the 
Japanese  do  that  as  superbly  as  they  produce  the  best 
in  cameras  and  lenses. 


Sailor-A  Pictorial  History — by  Alan  McGowan  (Da- 
vid McKay  Co.,  Inc.,  $14.95).  A  superior  volume  de- 
picting the  evolution  of  today's  fighting  seaman. 

•  Sold! — by  Nan  and  Ivan  Lyons 
(Coward,  McCann  &.  Geoghegan, 
$12.95)— is  a  lively  tale  about 
what  goes  on  behind  the  scenes  in 
the  auction  world.  In  this  in- 
stance, the  story  revolves  around 
some  long-lost,  just-found  major 
Romanoff  Faberge  pieces.  With 
one  of  the  Forbes  Magazine  Col- 
lection Imperial  Eggs  on  the  cover,  and  a  couple  of 
references  to  us,  how  could  this  not  be  a  great  novel!? 
Excerpt:  Coussac  smiled.  "I  remember  my  father  ex- 
plaining to  me  that  the  difference  between  a  customer 
and  a  collector  is  the  collector  thanks  you  for  allowing 
him  to  spend  his  money." 

•  Cold  Storage— by  Wendell 
Rawls  Jr.  (Simon  &  Schuster, 
$10.95).  Shocking  is  the  only 
word  for  this  Pulitzer  Prize-win- 
ning reporter's  disclosure  of  Penn- 
sylvania's Fairview  State  Hospital 
for  the  Criminally  Insane.  Once 
one  is  tagged  mad  by  the  state,  no 
matter  how  trivial  the  crime,  a 
"patient"  hasn't  a  leg  to  stand  on 
vis  a  vis  his  "keepers" — figuratively,  and  all  too  often, 
literally.  So  far  as  I  know,  no  state  or  nation  has  come 
up  with  an  embracing,  lasting  answer  to  the  institu- 
tional treatment  of  human  beings  who  fall  from  grace. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


"Sir,  we  find  there's  no  way  of  cutting  the  military  budget 
without  cutting  the  military  budget." 


Who's  Helping  Who? 

In  hiring  young  people  for  summer 
jobs,  we're  not  doing  anyone  any  fa- 
vors. No  business  can  long  prosper  in 
an  unhealthy  environment,  in  a  polar- 
ized society  that  locks  millions  out  of 
the  mainstream.  These  young  men 
and  women  need  the  money.  Their 
families  need  the  money.  The  econo- 
my needs  the  money. 

— George  Weissman,  chairman, 
Philip  Morris 

Garbage  Dumps  Needed 

The  nation's  nuclear  plants  have 
disgorged  about  8,000  tons  of  toxic 
garbage,  and  vast  quantities  of  even 
deadlier  wastes  have  been  left  behind 
as  by-products  of  the  nuclear  arms 
race.  Congress  wrestled  with  the  [dis- 
posal] question  for  five  years  before 
passing  the  Nuclear  Waste  Policy  Act 
in  1982.  Energy  Secretary  Don  Hodel 
has  already  informed  the  governors  of 
Washington,  Nevada,  Mississippi, 
Utah,  Texas  and  Louisiana  that  their 
states  are  candidates  for  the  first 
dump;  DOE  is  considering  granite  for- 
mations near  the  Great  Lakes  or  on 
the  East  Coast  as  possible  sites  for  the 
second.  .  . . 

Wherever  it  is  located,  the  first  re- 
pository will  lie  in  a  rock  or  salt  for- 
mation 2,000  to  4,000  feet  below  the 
surface  of  the  earth.  It  will  store  about 
70,000  metric  tons  of  waste — consid- 
erably more  than  commercial  reactors 
are  expected  to  generate  by  the  year 


2000.  Environmentalists  fear  that  wa- 
ter might  seep  into  the  dump  and  car- 
ry radioactivity  away.  But  DOE  offi- 
cial Michael  J.  Lawrence  claims  that 
it  would  take  much  more  than  10,000 
years  for  water  to  penetrate  from  the 
chamber  to  the  periphery  of  the  site, 
which  will  extend  six  miles  in  all 
directions  from  the  storage  area.  In 
that  time,  he  says,  the  rock  will  act  as 
a  filter,  absorbing  the  radioactive  ions 
safely  underground.  Most  experts 
agree  that  subterranean  rock  forma- 
tions are  by  far  the  best  storage  sites 
for  nuclear  wastes. 

— Harry  Anderson  and 
William  J.  Cook,  Newsweek 

Birth  of  Right  &  Left 

The  Assembly  settled  down  to  face 
the  problems  of  reform.  The  radicals 
sat  on  the  President's  left,  the  less 
numerous  conservatives  on  his  right, 
this  disposition  providing  thereafter, 
in  other  countries  as  well  as  France,  a 
useful  addition  to  the  terminology  of 
politics. 

— The  Days  of  the  French 
Revolution,  by  Christopher  Hibbert 

College  Sentence 

Noting  that  it  is  cheaper  to  pay  for 
a  college  education  than  a  prison 
term,  Carlsbad,  New  Mexico,  Dis- 
trict Judge  Harvey  Fort  sentenced 
twenty-seven-year-old  Debbie  Black 
Barrett  to  six  years  in  college.  Barrett 


was  charged  with  kidnapping,  armed 
robbery  and  aggravated  assault  in 
connection  with  the  wounding  of  her 
husband,  David  Barrett. 

Commenting  on  the  forty-dollar-a- 
day  cost  of  maintaining  an  inmate  in 
New  Mexico  state  prisons,  Judge  Fort 
said,  "I'd  like  to  send  them  all  to 
Harvard." 

— AP,  as  quoted  in 
National  Lampoon 

Reagan  Rescue 

Ronald  Reagan  may  rescue  his 
presidency  by  a  deft  and  pragmatic 
turn.  But  it  is  going  to  be  a  close  thing 
at  very  best.  Since  when  was  a  $200 
billion  deficit  more  of  a  Reagan  pro- 
gram than  a  delay  in  a  tax  cut?  That 
makes  no  sense,  and  things  that  make 
no  sense  are  not  things  that  Ameri- 
cans like. 

Johnson,  Nixon  and  Carter  were  all 
outrun  by  events  and  brushed  aside 
within  the  past  20  years.  Each  time,  the 
decline  began  when  friends  and  sup- 
porters in  the  center  found  their  ap- 
peals ignored  and  went  off  on  their  own 
because  something  needed  to  be  done. 

— Hugh  Sidey,  Time 

Whose  Cabin? 

A  developer  is  someone  who  wants 
to  build  a  cabin  in  the  woods.  An 
environmentalist  is  someone  who  al- 
ready has  a  cabin  in  the  woods. 

—Life 


Americans  believe  in  the  fu- 
ture as  if  it  were  a  religion; 
they  believe  that  there  is 
nothing  they  cannot  accom- 
plish, that  solutions  wait 
somewhere  for  all  problems, 
Wee  brides. 

— Frances  FitxOerald, 
Fire  in  the  Lake 


Definition 

Seems  the  first  thing  we  should  do, 
I  opined  (always  wanted  to  opine),  is 
to  define  some  terms.  I  tried  to  make 
the  point  that  you  can't  depend  on 
something  being  what  you  call  it,  just 
because  the  label  seems  to  fit,  or  be- 
cause you  want  it  to.  Like,  we  all 
recalled  jumping  off  of  Tommy  Ram- 
sey's garage  roof  as  kids.  Tommy  in- 
sisted that  his  blanket  was  a  flying 
carpet,  but  him  calling  it  that  didn't 
make  the  ground  any  softer. 

—T.J.  Rafferty, 
Cycle  Guide 
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Pan  Am  Flight  100  proves  that  the  race 
;sn't  always  go  to  the  swiftest. 

Because  when  it  comes  to  comfort,  value, 
ras,  even  timing,  Pan  Am's  10  am  daylight 
ht  from  Kennedy  Airport  beats  the  Concorde 
.ondon  every  day.  Even  though  it  arrives  later. 

DaCe  SeatS  OurFirstClass 
Sleeperette®  Seats  give  you  space  to  stretch 
.  Space  to  feel  privacy.  Our  Clipper®  Class 
ice  Seats  give  business  travelers  space  to 
\k,  work  and  relax. 

LixuryTo  celebrate  our  new  flight  we're 
ing  First  and  Clipper  Class  passengers  on 
747SP  "Clipper  President"  complimentary 
nwel  limousine  service  from  Heathrow  to 
ir  hotels  in  downtown  London  until 
y24, 1983. 


rr-i«  • 

1  iming  Flight  100  puts  you  in  London  in 
time  for  a      good  night  s  sleep.  And  in  time  to 
miss  London's  rush  hour. 

Price  Pan  Am  lets  you  choose  between  First 
Class,  Clipper  Class  and  Cabin  Qass?M  The 
Concorde  charges  one  price.  And  it's  higher  than 
our  First  Class. 

Extras  As  a  WorldPass  member,  you'll  receive 
a  free  roundtrip  Cabin  Class  ticket  to  any  Pan  Am 
city  in  the  continental  U.S.  good  for  travel  be- 
tween July  27  and  November  15.  Just  for  flying 
roundtrip  to  London  in  First  or  Clipper  Class 
using  Flight  100  between  April  24  and  June  30. 
Certain  conditions  apply. 

For  reservations  and  information,  call  x3Rx 
your  Travel  Agent,  Corporate  Travel 


Department  or  Pan  Am. 


!an  AmAbu  Can  t  Beat  The  Experience; 

dules  subject  to  change  without  notice 


Not  to  mention  fast.  That's  because  Pitney  Bowes  has  a  network  of  over  600  sales  and 
service  centers  across  the  U.S.  and  Canada,  staffed  with  service  people  trained  to  service 
our  complete  line  of  office  copiers,  from  economy  desk-top  models  to  full-feature  con-  • 
soles.  Since  1920,  we've  made  it  our  business  to  make  great  mailing  and  office  products 
and  stand  behind  them.  So  if  your  copier  develops  a  little  headache,  just  call  Pitney 
Bowes.  For  fast,  fast,  fast  relief 

Jilts 


LfP  Pitney  Bowes  Copiers 


For  more  information,  call  toll  free  anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855).  Or  write  Pitney  Bowes.  1719  Crosby  Street. 
Stamford,  Connecticut  06926  Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada  Mailing  Systems,  Copiers,  Word  Processing, 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


Feldstein:  slow  growth 
will  dampen  inflation 


DETROIT  iAPi 
bound    *  ill  be 


"Slightly    icss  tnai 
really  very  good  in  that 


DOES  PROSPERITY  CAUSE  INFLATION? 

This  recent  headline  (see  below),  generated  by  Martin  ly  intones,  will  "rekindle  inflationary  expectations." 
Feldstein,  chairman  of  President  Reagan's  Council  of  Eco-  This  thinking  has  its  roots  in  the  Great  Depression,  a 
nomic  Advisers,  underscores  one  of  the  glaring  flaws  of  shattering  experience  which  convinced  thinkers  that  an 
economics  today,  a  theoretical 
shortcoming  that  has  cost  the  econ- 
omy, and  investors,  dearly — and 
could  do  so  again. 

It's  the  notion  that  there  is  a  trade- 
off between  inflation  and  unemploy- 
ment: If  you  want  to  bring  down  inflation,  the  price  is  high 
unemployment;  conversely,  if  you  want  to  reduce  unem- 
ployment, you  will  get  more  inflation.  Martin  Feldstein 
reflects  the  notion  well  when  he  says:  "One  of  the  reasons 
[inflation  won't  come  roaring  back]  is  that  we  will  have  a 
moderate  recovery.  ...  A  slower-than-average  recovery 
strikes  me  as  really  very  good  in  that  it  will  keep  the 
inflation  rate  from  heating  up." 

In  other  words,  good  times  cause  inflation;  bad  times, 
stabler  prices. 


Curve  Ball 

The  tradeoff  is  known  to  economists  as  the  Phillips 
Curve,  and  they  were  taught  in  school  that  policymakers 
should  strive  for  an  acceptable  mix  between  the  two.  This 
meddling  didn't  "smooth  out"  economic  cycles,-  instead,  it 
sapped  the  economy's  vitality.  Neither  the  government 
nor  the  Federal  Reserve  can  bring  about  "equilibrium,"  for 
reasons  brilliantly  explained  in  our  cover  story  (see  p.  124). 

The  Phillips  Curve,  fallacious  though  it  may  be,  domi- 
nates the  economic  thinking  even  of  those  who  might 
mistake  the  name  for  a  baseball  pitch. 

For  example,  carefully  read  bond-market  commentaries: 
If  the  economy  appears  buoyant,  bond  experts  are  bearish. 
Economic  activity  is  equated  with  higher  interest  rates.  If 
the  economy  looks  sluggish,  they're  bullish. 

Men  like  Federal  Reserve  Chairman  Volcker  and  his 
probable  successor,  Alan  Greenspan,  share  Feldstein's 
Phillips  Curve  mentality.  That's  why  Volcker  is  loath  to 
nudge  interest  rates  down  until  he  is  convinced  the  recov- 
ery will  be  anemic.  Too  strong  a  bounce-back,  he  repeated- 


economy  would  sputter  if  left  to  its 
own  devices.  Thus,  to  prevent  stag- 
nation, government  would  stimu- 
late activity  through  increased 
spending,  through  manipulating  in- 
terest rates. 

So  economists  saw  the  economy  as  an  engine — it 
wouldn't  work  without  fuel,  the  fuel  being  money  pumped 
in  by  Uncle  Sam  or  the  Federal  Reserve. 

To  economic  experts,  then,  inflation  is  a  sign  that  people 
have  too  much  money  in  their  pockets;  inflation,  after  all, 
is  "too  much  money  chasing  too  few  goods."  Stagnation 
and  recession,  on  the  other  hand,  mean  people  have  too 
little  money. 

The  stagflation  of  the  1970s — when  we  had  both  high 
inflation  and  high  unemployment  at  the  same  time — 
should  have  prompted  deep  soul-searching.  How  could 
people  simultaneously  have  too  much  money  (inflation) 
and  too  little  money  (stagnation)?  Experience  may  be  a 
hard  teacher  to  practical  people  in  the  everyday  world,  but 
theorists  simply  fault  the  world,  not  their  philosophies, 
when  things  don't  go  according  to  the  textbook. 

Ignoring  History 

Contrary  to  what  the  Volckers  and  Feldsteins  of  the 
world  may  think,  history  shows  prosperity  doesn't  cause 
inflation,  and  bad  times  don't  mean  lower  interest  rates. 
Most  countries  boomed  as  never  before  in  the  1950s  and 
through  the  mid-1960s  with  minimal  inflation.  The  steep 
recession  of  1980-82  saw  real  interest  rates  zoom. 

One  hopes  Alan  Greenspan,  should  he  be  appointed 
Volcker's  successor,  will  be  strong  enough  to  overcome  his 
education,  that  he  will  realize  vigorous  economic  activity 
isn't  a  cause  of  inflation;  that  he  will  have  the  courage  to 
examine  the  successful  monetary  systems  of  the  past  to 
see  what  their  common  denominator  was.  (Hint:  It's  a 
four-letter  word.) 
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A  lot  of  banks 
have  been  dangling  the  high  interest  carrot. 
Did  you  bite? 


Many  banks  and  savings  and  loan 
associations  introduced  their 
Money  Market  Deposit  Accounts 
with  high  promotional  rates.  Some 
over  20%. 

This  was,  in  effect,  a  "come  on"  to 
get  your  account. 

Take  a  look  at  those  bank  rates 
today;  the  overall  bank  average  is 
hardly  different  from  that  of  Money 
Market  Funds.  And  some  banks  are 
already  paying  less. 

If  you  left  a  Fund  for  the  "bank 
version"  maybe  you  should  con- 
sider coming  back.  Here  are  the 
reasons  why. 

You  could  begin  by  considering 
some  of  the  differences  between  a  Bank 
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One  of  the  more  glaring  examples  of  the  "come  on " 
took  place  in  Atlanta  After  offering  interest  rates  of 
over  20%,  the  banks  dropped  them  by  more  than  half 
in  less  than  two  months.  Then  they  fell  even  more 

Money  Market  Account  and  a  Money 
Market  Mutual  Fund  The  Account  is 
not  a  Fund 

A  Money  Market  Mutual  Fund  is  the 
pooling  of  your  money  with  that  of 
other  investors  to  get  high  current 
returns.  Your  money  is  invested  only  in 
the  money  market  in  high  quality  short 
term  securities  The  same  kind  of  secu- 
rities the  most  sophisticated  investors 
use  to  safeguard  their  own  money 

With  a  Fund,  you  become  a  share- 


holder 
You  and 
the  other 
sharehold- 
ers receive  all 
of  the  income 
earned  by  the 
Funds,  less 
modest  operat- 
ing expenses  A 
Money  Market 
Fund  must  pay  the 
same  market  rate  to 
everyone  and  there  is 
strict  regulation  by 
the  U  S  Securities 
and  Exchange  Com 
mission  to  make  sure  it 
does  It  is  all  aboveboard 
And  though  Money  Market 
Funds  are  not  insured,  they 
have  an  outstanding  record  of 
safety 

Now  with  a  bank,  you  are  not  a  /" 
shareholder,  you've  only  got  an  ac- 
count there  It  can  use  your  money  any 
way  it  chooses — even  in  making  its 
own  loans  and  investments  that  have 
nothing  to  do  with  the  money  market 

What's  more,  the  bank  can  pay  what- 
ever rate  it  wants  to  and  then  keep  for  itself  any 
profit  it  doesn't  pay  you.  (That's  why  their 
interest  rates  have  come  down  so 
much  )  There  just  is  no  guarantee  that 
the  interest  a  bank  pays  you  will  be  a 
true  money  market  rate  Or  that  you 
will  receive  all  of  the  income  your 
money  generates   Or,  that  the  bank 


won't  discriminate,  it  can  pay  higher 
rates  to  its  preferred  customers  You  get 
less  yield  and  the  big  depositor  gets 
more.  This  is  already  happening. 

You  should  also  consider  some  of  the 
bank  limitations  They  require  a  mini- 
mum balance  of  $2,500  to  get  their 
advertised  interest  rate  If  your  invest- 
ment drops  below  that,  you  get  only  5'A 
percent  interest  You're  hack  to  the  old 
passbook  rate.  (Most  funds,  on  the  other 
hand,  allow  a  minimum  investment  of 
as  low  as  slt  000  or  less  and  pay  you  the 
market  rate  even  if  your  account  is 
temporarily  below  that  limit )  It  is  a  fact, 
too,  that  you  can  never  write  more  than 
three  checks  a  month  on  your  bank 
money  market  account  without  incur- 
ring a  penalty 

Funds,  meanwhile,  offera  number  of 
other  advantages  —  valuable  investor 
services  such  as  an  unlimited  number  of 
withdrawals  by  check,  although  mini- 
mum amounts  vary  among  different 
funds   Also,  many  of  them  offer  the 
ability  to  switch  as  often  as  you'd  like 
into  other  types  of  mutual  funds  to 
take  advantage  of  changing  invest- 
ment opportunities  —  by  making  a 
simple  telephone  call 

All  features  considered,  most 
investors  would  find  they're  bet- 
ter off  now  in  a  Money  Market  Mutual 
Fund  You  can  check  this  out  by  com- 
paring your  local  bank  or  S&L  offer 
against  that  of  a  particular  Fund  or  two. 
Just  call  any  Money  Market  Fund  and 
ask  for  its  prospectus  And  remember, 
for  us  in  the  Funds,  the  Money  Market 
is  not  a  sideline  It's  where  we  invest 
your  money  full  time,  every  day. 


AMERICAS 


Money  Market  Mutual  Funds 

The  full  time  professionals  in  the  Money  Market 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Why  the  Ml  and  M2 
numbers  are 
misleading 


Don't  ignore 
the  "laziness" 
factor 


Further  drops 
in  money  supply 
are  coming 


LIES,  DAMNED  LIES,  AND  Ml  STATISTICS 

Its  critics  claim  the  Federal  Reserve  Board  has  loosened  up  too  much 
on  the  money  supply  and,  as  a  result,  inflation  will  inevitably  heat  up 
later  this  year  or  in  1984.  What's  Ahead  thinks  the  critics  are  wrong. 

True,  official  figures  indicate  that  the  money  supply  has  been 
surging.  Since  last  summer  the  basic  money  stock,  Ml,  which  is  made 
up  mainly  of  currency  and  checking  account  balances,  has  increased  at 
a  12%  annual  rate.  M2  (Ml  plus  time  and  savings  deposits)  has  been 
expanding  at  over  20%  since  December. 

But  the  official  figures  are  misleading.  M2,  for  example,  has  been 
distorted  by  inclusion  of  the  new  money  market  deposit  accounts 
(MMDAs).  Through  March  these  accounts  attracted  an  estimated  $66 
billion  from  sources  outside  M2.  That's  not  new  money.  It's  existing 
money.  Subtract  this  sum  and  M2's  rate  of  increase  drops  to  less  than 
half  the  reported  rate — a  modest  8.5% — a  rate  slightly  less  than  the  rise 
in  nominal  GNP  over  the  same  period. 

There  is  also  less  to  the  rise  in  Ml  than  meets  the  eye.  What's  Ahead 
contends  that  the  30%  fall  in  money  market  interest  rates  has  de- 
creased the  penalty  for  leaving  money  in  interest-bearing  checking 
(NOW)  accounts  and  for  holding  cash.  Last  summer,  when  money 
market  rates  were  at  12%,  an  individual  who  had  money  in  a  5V4% 
NOW  account  sacrificed  63/4%  in  interest.  At  today's  %Vi%  rates,  the 
sacrifice  has  dropped  to  31/4%.  "Individuals  have  gotten  lazy,"  John 
Paulus,  Morgan  Stanley's  chief  economist,  points  out.  "They're  not 
going  to  move  money  out  of  Ml  for  such  a  small  premium." 

A  second,  less  important  factor  accounting  for  the  rise  in  Ml,  we 
suspect,  is  the  imposition  of  checking  account  fees  by  banks.  By 
buying  with  cash  or  by  building  credit  card  balances  and  then  paying 
by  large  checks  on  "free"  MMDAs,  individuals  can  avoid  these  fees. 

A  third  distortion  in  the  money  supply  figures  is  introduced  by  the  new 
Super  NOW  accounts,  which  carry  a  market  interest  rate.  Some  $30 
billion  were  deposited  in  Super  NOWs  from  January,  when  they  were 
introduced,  through  mid-April.  Some  25%  of  the  total,  approximately 
$7.5  billion,  has  come  from  outside  Ml. 

As  the  Fed  well  knows,  though,  the  facts  are  one  thing  and  capital 
market  psychology  is  quite  another.  That's  why  you  can  expect  the 
official  numbers,  with  all  their  flaws,  to  constrain  further  growth  in  the 
money  supply.  We  have  just  experienced  one  drop.  During  the  two  middle 
weeks  of  April,  Ml  contracted  by  $5.1  billion.  But  that  was  largely  a 
technical  drop  because  the  official  figures  exclude  IRAs.  IRAs,  which 
represent  permanent  investments  unlikely  to  be  tapped  soon,  attracted 
billions  before  tax  time.  Most  of  that  came  out  of  Ml  and  M2. 

What's  Ahead  expects  further  drops,  not  as  a  technical  sideshow  but  as 
a  clear  signal  from  the  Fed  that,  with  the  economy  starting  to  perk  up 
again,  it  has  not  lost  sight  of  inflation  fears. 
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The  Forbes  Index 
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Gaining  momentum.  The  Forbes  Index  is  up  2.1%,  a 
stronger  showing  than  in  the  previous  reporting  period. 

This  time  all  signals  that  make  up  the  Index  flashed 
green.  Industrial  production,  posting  its  biggest  increase 
since  February  1982,  was  up  1.1%.  This  compares  with  a 
0.3%  gain  a  month  earlier.  New  housing  starts  jumped 
40%  in  March,  against  a  5.1%  rise  in  February. 


Even  though  the  economy  is  heating  up,  inflationary 
fires  are  not  being  rekindled.  Both  the  service  sector  index 
and  the  start  to  Consumer  Price  Index  moved  up  a  scant 
0.1%.  If  consumers  spend  heavily,  1983  could  quickly 
turn  into  a  banner  year.  The  potential  of  this  buying 
power  is  clear.  Personal  income  in  March  gained  0.6%,  vs. 
a  0.1%  dip  for  the  preceding  reporting  period. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  o(  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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!  Consumer  Orientation  i 

1J  No.  22  in  a  Series  J 
I  Subject:  Luftwiderstand. 
W  The  Porsche  Concept  of 
-     Aerodynamic  Efficiency. 


We  live  in  an  ocean  of  air.  Seemingly,  it  offers  no 
resistance  as  we  walk  through  it.  But,  in  fact,  air  does 
resist  the  forward  movement  of  any  object  passinq 
through  it.  Resistance  increases  with  the  square  of 
the  object's  speed.  And  the  power  required  to  over- 
come it  increases  with  the  cube  of  the  object's  speed 
Thus,  even  a  small  reduction  in  drag  can  improve 
both  performance  and  efficiency. 

To  some,  the  best  measure  of  a  car's  aerodynamic 
efficiency  is  its  coefficient  of  drag,  or  Cd:  a  numerical 
value-the  lower,  the  better-  based  on  the  ratio  of  theN 
amount  of  wind  resistance  a  car  encounters  to  that 
encountered  by  a  flat  plate  of  the  same  size  facinq 
perpendicular  to  the  airflow. 

At  Porsche,  based  on  years  of  racing  experience 
/ve  believe  a  better  measure  is  a  car's  luftwiderstand- 
an  air  resistance  rating  that  is  the  product  of  C  x  F 
where  F  is  the  car's  frontal  cross  section  in  m2 ) 


Porsche  944 


The  944  benefits  from  over  70  years  of  Porsche 
aerodynamic  development.  Its  Cd  is  a  low  0  35  And 
its  F  is  a  mere  1 .82  m*.  As  a  result,  its  luftwiderstand  is 
a  highly  favorable  0.637. 

Because  of  the  944's  design,  while  its  2.5-liter 
Porsche  engine  produces  143  hp  at  5500  rpm  it 
requires  only  13.9  hp  to  cruise  at  55  mph  Thus  'at 
maximum  highway  speed,  the  944  has  an  unused 
reserve  of  129.1  hp.  V 

To  combat  aerodynamic  lift  forces  which  can  ad- 
versely affect  handling,  the  944  is  equipped  with 
integral  front  and  rear  spoilers.  In  addition  the  944's 
transaxle  design  creates  a  high  polar  moment  of 
inertia  that  resists  cross-winds  and  increases  direc- 
tional control. 

At  Porsche,  excellence  is  expected.  For  your  deal- 
er, call  toll-free:  PriRCruc  -u  ai  irti 
(800)447-4700.  NOTH^biJrtlJE^JiJ 


How  you  can  tel 


They're  both  IBM  Personal  Compi 
And  they're  the  same.  Only  different. 

The  system  that's  on  the  left  is  the 
ideal  solution  for  a  person  who  wants  tc 
be  creative,  efficient  and  improve  his  or 
her  personal  productivity. 
So  is  the  other  one. 
The  system  on  the  left  incorporate 
the  quality,  the  reliability  and  the 
technological  excellence  that  have  mad< 
IBM  a  computer  leader  for  over  30  yeai 
So  does  the  other  one. 
So  which  is  which?  Simple. 
On  the  left  is  the  IBM  Personal 
Computer,  starting  with  64KB  of  use 
i  memory  (expandable  to  640KB)  and 
two  optional  5!4"  diskette  dri 
It  can  easily  satisfy  your 
computing  needs  at  the 
office,  at  home  or  in  sch 
With  5  expansion  si 
it  gives  you  room  to  grow. 
(You  can  even  make  it  function 
like  the  computer  shown  on  the  right 
by  adding  an  expansion  unit  that 
houses  one  or  two  10-million-character 
fixed  disk  drives.) 

This  system  can  run  most  of  the 
same  software  and  accept  most  of  the 
same  IBM  hardware  as  the  computer  oi 
the  right.  And  its  price/performance 
is  nothing  less  than  remarkable. 


The  IBM  Personal  Computer 


rfiich  is  which. 


Dn  the  right  is  the  IBM  Personal 
Duter  XT,  starting  with  128KB 
ir  memory  (expandable  to  640KB), 
"  360KB  diskette  drive  plus  a 
ard  10-million-character 
disk  drive  that's  already  built  in. 
"or  a  businessperson  with 
weight  data  requirements,  the 
acks  a  lot  of  power,  because  it 
ore  the  facts,  figures,  names 
umbers  you  need  to  know. 
Instead  of  going  from  diskette  to 
tte,  you  can  have  up  to  5,000  pages  of 
r  up  to  100,000  names  and  addresses 
niently  stored  in  one  place.) 
Vnd  by  adding  an  expansion  unit  with 
'd  10-megabyte  fixed  disk  drive, 
it  even  more  high- volume 
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Bethlehem  Steel  is  no  routine  basket  case. 
Hemorrhaging?  Plainly.  But  it  has  a  plan, 
and  the  nerve  to  think  smaller.  Last  year  s 
billion-dollar  ivritedown  was  only  a  start. 


Smaller  is  better 


By  James  Cook 


T|he  vast  Bethlehem,  Penna. 
plant  of  the  Bethlehem  Steel 
Corp.  is  a  museum  of  vanishing 
19th-century  industrial  forms — a  five- 
mile-long  exhibit  of  coke  ovens,  bel- 
lied blast  furnaces,  slag  heaps,  open 
hearth  furnaces,  finishing  mills  and 
railroad  tracks  on  display  along  the 
banks  of  the  meandering  Lehigh  Riv- 
er. Looming  above  everything  else  is 
the  brooding,  incongruously  futuris- 
tic shape  of  a  3-million-ton-a-year  ba- 
sic oxygen  furnace,  which  15  years 
ago  replaced  the  aging  open  hearth 
furnaces  that  made  steel  for  Bethle- 
hem for  50  years.  The  stacks  of  the 
open  hearths  are  still  there,  cold,  and 
the  furnaces  have  been  turned  into 
storehouses — it  would 
cost  too  much  to  tear 
them  down. 

In  an  industry  where 
wasteful  work  rules 
abound  and  a  plant 
more  than  20  years  old 
is  barely  competitive, 
the  century-old  Bethle- 
hem plant  is  a  high- 
cost  nightmare.  If  it 
were  to  be  built  from 
scratch  today,  raw  ma- 
terials^— coal,  iron  ore, 
limestone — would  be 
brought  by  water,  not 
rail.  Raw  materials 
would  flow  together  to 
make  iron  and  coke, 
and  then  steel,  and  President  'Walter 
then  move  on  to  be   


milled  into  finished  shapes,  in  a  ra- 
tional progression  from  blast  furnace 
to  shipping  floor.  But  Bethlehem  can't 
do  that,  not  without  scrapping  the 
whole  thing  and  starting  over.  That  is 
out  of  the  question.  It  costs  too  much. 

But  that's  the  dilemma.  Steel  is  no 
longer  a  local  product.  Bethlehem  is 
no  longer  competing  merely  with  oth- 
er U.S.  mills  of  more  or  less  the  same 
character.  It  is  competing  with  for- 
eigners with  some  of  the  largest  and 
most  efficient  mills  in  the  world, 
many  of  them  government-subsi- 
dized. It  is  not  competing  very  suc- 
cessfully. Bethlehem  lost  $498  mil- 
lion from  operations  last  year  on  $5.3 
billion  in  sales.  With  another  $163 
million  operating  loss  in  the  first 
quarter  of  1983,  this  year  looks  no 
better. 

Is  Bethlehem  then  a 
burnout  case?  Far  from 
it.  Chairman  and  Chief 
Executive  Donald  H. 
Trautlein,  56,  is  not 
the  kind  of  man  who 
sits  by  and  lets  things 
fall  apart  around  him. 
Neither  is  President 
and  Chief  Operating 
Officer  Walter  F.  Wil- 
liams, 54.  You  can't 
speak  with  either  of 
them  for  long  without 
coming  away  with  the 
conviction  that  they 
are  determined  to  pull 
old  Bessie  up  by  its 
bootstraps.  They  have 
a    coherent  strategy, 


Williams 


and  the  prospects  for  success  look 
pretty  good.  They  aim  to  turn  the 
U.S.'  second-largest  steel  producer 
into  what  a  modern  steel  company 
should  be  in  terms  of  productivity, 
quality,  service  and  profitability. 
Mostly,  that  involves  scrapping  obso- 
lete facilities  and  concentrating  on  fa- 
cilities that  are  still  efficient  and  on 
markets  that  are  still  promising. 

They  are  prepared  to  pay  a  formida- 
ble price.  As  a  first  step,  Bethlehem 
last  year  wrote  off  over  $1  billion  be- 
fore taxes  to  cover  the  closing,  sale  or 
liquidation  of  some  15%  of  Bethle- 
hem's basic  capacity.  "We're  planning 
to  be  a  little  bit  smaller,"  Williams 
says,  "but  a  lot  better." 

Ask  Williams  how  he  and  Trautlein 
intend  to  get  Bethlehem  back  in  shape, 
and  he  will  talk  first  about  Bethle- 
hem's salaried  work  force — a  40%  re- 
duction in  personnel  in  three  years  and 
a  substantial  reduction  in  wages  and 
benefits  for  those  who  remain.  He  has 
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also  negotiated  a  new  contract  with 
the  United  Steelworkers  that  will 
temporarily  pare  the  average  wage  cost 
by  $1.25  an  hour  and  guarantee  the 
company's  labor  costs  for  41  months. 
Over  the  past  two  years,  Bethlehem's 
work  force  has  dropped  over  20,000. 
The  recession,  of  course,  played  a  part 
in  that  toll.  Altogether  1 8,000  jobs  will 
be  eliminated  from  the  scheduled 
plant  closings.  The  Trautlein-Wil- 
liams  objective,  however,  is  not  cost- 
cutting  alone.  More  important,  in  the 
long  run,  is  a  resolve  to  end  the  para- 
doxically adversarial  but  collusive  re- 
lationship that  doubled  average  hourly 
wages  between  1975  and  1982.  This 
put  the  U.S.  industry's  hourly  wage 
costs  at  nearly  twice  that  of  the  Japa- 
nese steel  industry's. 

Bethlehem  cannot  realistically 
hope  to  match  the  efficiencies  and 
costs  of  the  Japanese.  With  their  mar- 
kets growing  rapidly,  the  Japanese 
were  able  to  concentrate  on  building 


new,  state-of-the-art  steel  plants.  U.S. 
producers,  by  contrast,  with  produc- 
tion stagnant  in  most  years  since 
1964,  spent  most  of  their  available 
funds  trying  to  modernize  what  they 
already  had.  It  was  not  enough. 

Bethlehem,  as  it  happens,  did  better 
than  most.  The  newest  fully  integrat- 
ed steel  plant  in  the  U.S.  is  Bethle- 
hem's Burns  Harbor,  Ind.  plant,  built 
in  1964.  But  that's  less  than  a  quarter 
of  Bethlehem's  present  capacity.  "Ev- 
erything the  Japanese  have  is  as  new 
or  newer  than  our  best,"  Williams 
says.  Thus,  his  aim  right  now  is  to  get 
Bethlehem  back  where  it  was  before 
the  yen  began  to  depreciate  three 
years  ago.  He  wants  to  make  it  com- 
petitive with  the  delivered  cost  of  Jap- 
anese steel  in  the  U.S.  In  short,  he 
expects  to  use  inherently  lower  trans- 
port costs  to  overcome  higher  wage 
costs.  That  would  give  Bethlehem 
maybe  $75  a  ton  more  to  work  with, 
perhaps  15%  of  the  present  price  of 


Bessie  's  medley  of  old  and  new  plants 


steel.  "If  we  can  preserve  our  core 
plants  and  our  core  products,"  Wil- 
liams says,  "we  can  compete  in  our 
own  market  with  world  competition. " 

To  accomplish  that,  Bethlehem 
plans  to  cut  its  basic  steelmaking  ca- 
pacity back  to  17.6  million  tons  by 
year-end,  a  reduction  of  nearly  21% 
since  1979.  That  involved  some  espe- 
cially hard  decisions,  particularly  the 
closing  of  steelmaking  facilities  at  the 
80-year-old  Lackawanna  plant  outside 
Buffalo.  It  couldn't  afford  the  $300 
million  needed  to  maintain  it  over  the 
next  decade,  never  mind  modernize 
it,  without  jeopardizing  plans  else- 
where. "We  recognized  we  have  limit- 
ed resources,"  Williams  says,  "and 
two  or  three  years  ago  we  made  a 
commitment  to  devote  our  resources 
to  Burns  Harbor,  Sparrows  Point  [Md.j 
and  the  Bethlehem  plant." 

Burns  Harbor  will  now  supply  coils 
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for  Lackawanna's  remaining  galvaniz- 
ing lines,  while  the  Johnstown, 
Penna.  plant  will  supply  raw  steel  to 
the  Lackawanna  bar  mill.  Burns  Har- 
bor's tinplate  production  will  be  shift- 
ed to  Sparrows  Point,  a  move  that  will 
triple  capacity  for  making  cold  rolled 
sheet  for  the  auto  industry. 

Such  moves  reflect  management's 
reading  of  the  steel  markets.  Traut- 
lein  and  Williams  foresee  a  perma- 
nent reduction  in  the  demand  for  tin- 
plate  from  the  fiercely  cost-conscious 
container  business.  They  expect  re- 
duced demand,  too,  from  the  auto  in- 
dustry. "Even  if  you  produced  the 
same  number  of  cars  as  in  some  of  the 
high  years,"  Williams  says,  "the  ton- 
nage would  be  down  by  maybe  a  third 
because  of  the  downsizing."  At  Burns 
Harbor,  Bethlehem  intends  to  concen- 
trate on  high-strength  and  corrosion- 
resistant  steels  for  the  auto  indus- 
try— the  very  steels  for  which  Detroit 
fears  it  may  have  to  turn  to  Japan. 
Bethlehem  won't  move  into  specialty 
steels,  Williams  explains,  "but  we 
will  apply  high  technology  to  our  ba- 
sic steel  products." 

Bethlehem,  then,  is  committing  it- 
self to  those  ends  of  the  market  where 
steel  has  a  conspicuous  advantage 
over  other  materials — structurals  for 
building,  plate  for  machinery  and  oth- 
er capital  goods — markets  that  al- 


ready provide  30%  of  its  tonnage. 

"We  had  a  philosophy  of  being  ev- 
erything to  everybody  in  every  prod- 
uct line,"  Williams  says.  The  com- 
pany, as  a  result,  kept  a  lot  of  facilities 
running  even  after  they  ceased  being 
competitive.  But  no  more.  Bessie  has 
already  gotten  out  of  a  number  of 
businesses  where  the  prospects  are 
grim:  tool  steel  at  Bethlehem,  pipe  at 
Sparrows  Point,  ship  repair  at  Balti- 
more, Boston,  Hoboken  and  San  Fran- 
cisco. It  may  get  out  of  others — freight 
cars,  for  example — if  the  markets 
don't  materialize. 

Nor  is  Bethlehem  determined  to  re- 
main a  national  company.  It  is  with- 
drawing from  the  West  Coast,  where 
it  once  dreamed  of  building  an  inte- 
grated mill.  Its  Los  Angeles  structur- 
als and  bars  plant  closed  last  Decem- 
ber. It  is  even  selling  off  its  still  profit- 
able Seattle  plant,  leaving  the  bulk  of 
the  market  to  the  Japanese,  who  can 
probably  better  serve  it  by  water  from 
their  lower-cost  mills  in  Japan  than 
Bethlehem  can  from  the  East  or  Mid- 
west. Chairman  Trautlein  says: 
"We're  planning  on  both  products  and 
markets  that  offer  a  very  competitive 
earnings  potential." 

Williams  insists  that  many  of  Beth- 
lehem's facilities  are  already  among 
the  best  in  the  world — the  Burns  Har- 
bor plant  first  and  foremost,  whose 
construction  Williams  oversaw  as  a 


young  engineer,  and  Bethlehem's  bar 
mill  at  Lackawanna  and  the  coke 
oven  batteries  at  Sparrows  Point. 

But  there  remains  much  to  do.  The 
core  of  the  $750  million  expansion 
program  Trautlein  announced  three 
years  ago  is  the  continuous  casting 
programs  in  Steelton,  Burns  Harbor 
and  Sparrows  Point.  That's  the  tech- 
nology by  which  the  Japanese — with 
79%  of  their  production  continuously 
cast,  vs.  29%  in  the  U.S. — have  been 
able  to  realize  enormous  economies 
in  capital,  labor  and  time. 

Bethlehem  now  has  only  one  con- 
tinuous caster,  at  Burns  Harbor.  It 
should  have  an  $85  million  bloom 
caster  in  production  at  Steelton, 
Penna.  later  this  year.  But  completion 
of  a  $250  million  caster  at  Sparrows 
Point  and  one  costing  $200  million  at 
Bums  Harbor  is  still  a  few  years  away. 

With  continuing  operating  losses 
sapping  its  cash  flow,  Bethlehem  is 
hard  put  to  find  the  wherewithal  to  do 
the  job.  Last  year  it  planned  to  spend 
$550  million  to  $600  million  but  was 
forced  to  cut  back  to  $470  million. 
This  year  it  has  lowered  its  sights  to 
between  $300  million  and  $350  mil- 
lion. Bethlehem  had  also  hoped  to 
raise  cash  by  selling  part  of  its  1 -bil- 
lion-ton coal  reserves,  but  with  coal  at 
least  as  much  in  oversupply  as  oil,  the 
chances  of  that  look  pretty  dim. 

Still,  Bethlehem  is  not  exactly 
against  a  wall.  It  expects  to  get  as 


Downsizing  an  industry 


In  the  mid-Fifties,  competition  really  began  to  affect  both  Through  mergers  and  technology  they  reduced  not  only 

the  railroads'  share  of  the  transportation  market  (1)  and  their  number  of  major  operating  companies  (3)  but  also  the  nun 

volume  of  traffic  (2).  of  miles  of  line  (4)  and  the  number  of  employees  (5).  T 

In  response,  the  railroads  downsized  their  operations,  sloughed  off  their  losing  passenger  operations  (6)  to  the  < 
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'  1972-82  represents  Amtrak  losses  onlv.       Note:  all  1982  figures  are  estimates. 
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An  old  industry 
that  refused 
to  die 


much  as  $200  million  from  selling  the 
Seattle  plant  and  other  assets  and 
maybe  $50  million  from  the  sale  of 
tax  benefits.  Last  March  it  picked  up 
$125  million  with  its  issue  of  convert- 
ible preferred.  Though  its  debt  ratio 
has  gone  from  26%  to  51%  from  last 
year's  writeoffs,  it  still  has  $450  mil- 
lion in  untapped  borrowing  power. 

In  all  this  modernization,  Bethle- 
hem will  be  getting  a  lot  less  for  its 
money,  dollar  for  dollar,  than  the  Jap- 
anese did,  and  it  will  be  paying  a  lot 
higher  interest  on  every  cent  it  bor- 
rows. But  there  isn't  really  much 
choice.  You  either  catch  up  or  you 
have  to  drop  from  the  race. 

Like  much  of  U.S.  industry,  Bethle- 
hem must  wait  for  a  solid  upswing  in 
demand  to  find  out  how  successful  its 
costly  efforts  will  prove  to  be.  Paine 
Webber's  authoritative  steel  analyst 
Peter  Marcus,  for  one,  believes  that  the 
industry  could  be  two  years  away  from 
a  shortage,  given  an  immediate  and 
strong  recovery  in  the  Western  world. 
If  he's  right,  companies  like  Bethle- 
hem will  have  a  great  deal  of  upside 
leverage,  with  their  sharply  reduced 
break-even  points.  Bethlehem  takes  a 
more  cautious  but  still  optimistic 
view.  Choosing  his  words  carefully, 
Williams  says:  "There's  still  going  to 
be  a  future  steel  market  in  this  country 
for  those  producers  that  are  competi- 
tive and  provide  the  quality."  ■ 


T|  he  advocates  of  reindustriali- 
zation  have  a  simplistic  view  of 
the  economic  world.  They  man- 
age to  reduce  things  to  an  either /or 
proposition.  Either  you  have  a  steel  or 
an  auto  industry  operating  near  peak 
levels  or  you  have  nothing  at  all,  and 
you  are  reduced  to  importing  all  your 
steel  from  Brazil  and  all  your  cars 
from  Japan.  One  would  think  that  no 
industry  had  ever  successfully  down- 
sized its  operations  before. 

Yet  that  is  precisely  what  the  rail- 
road industry  has  been  doing  over  the 
past  20  years.  That  industry  came  out 
of  the  Second  World  War  with  1.4 


million  employees.  Today  it  employs 
about  375,000.  Yet  in  spite  of  this 
73%  shrinkage  in  its  labor  force  and 
the  scrapping  of  lots  of  track  and 
equipment,  today's  industry  bears 
about  40%  more  traffic  than  the  rail- 
roads of  a  third  of  a  century  ago.  In 
short,  the  railroads  have  downsized 
substantially  and  become  immensely 
more  efficient  in  the  process.  The  pro- 
cess was  painful  but  economically 
beneficial.  Without  the  downsizing,  it 
would  cost  so  much  to  move  heavy 
freight  that  our  economy  could 
scarcely  function.  The  railroads  are 
now  in  such  good  shape  that,  in  a 


FORBES,  MAY  23,  1983 


recession  that  cut  its  volume  by  near- 
ly 15%  in  three  years,  the  industry  as 
a  whole  made  money.  Even  long-trou- 
bled Conrail — successor  to  Penn  Cen- 
tral and  a  handful  of  other  bankrupt 
railroads  in  the  Northeast — finally 
moved  into  the  black  for  the  second 
recession  year  in  a  row. 

Like  the  steel  industry  (see  preced- 
ing story),  the  railroads  had  plenty  of 
warning  that  trouble  was  coming. 
They  had  been  losing  ground  finan- 
cially since  at  least  1906,  when  the 
Interstate  Commerce  Commission 
consolidated  its  power  over  rate-set- 
ting. They  had  been  losing  ground 
competitively  at  least  since  the  Thir- 
ties, when  truckers  began  to  emerge 
as  a  faster  and  more  flexible,  if  inher- 
ently more  costly,  alternative.  They 
really  began  to  go  downhill  in  the 
mid-Fifties.  Barge  transport  began  to 
boom  on  the  federally 
subsidized  waterways, 
while  the  developing  fed- 
eral highway  system  pro- 
vided the  truckers  with 
subsidized  high-speed 
rights-of-way. 

Once  the  highway  pro- 
gram got  into  gear,  the  in- 
dustry not  only  lost  mar- 
ket share  rapidly,  but  for  a 
time  faced  an  absolute 
traffic  decline  as  well.  Oil 
pipelines  took  over  what 
might  have  been  a  promis- 
ing growth  market  in  pe- 
troleum products,  and  the 
triumph  of  residual  oil 
over  coal  in  the  East  Coast 
utility  market  cost  some 
half-dozen  railroads,  the 
Pennsylvania  and  New 
York  Central  most  impor- 
tantly, that  traffic  which 
had  been  the  foundation  of  their 
profitability. 

Because  of  their  regulatory  status, 
the  railroads  could  neither  adjust 
prices  nor  abandon  services  and  facili- 
ties, nor  even  introduce  new  services 
whenever  they  wanted  to.  Accom- 
plishing that  required  a  more  permis- 
sive regulatory  commission  and  a  se- 
ries of  congressional  acts,  including 
the  Staggers  Act  of  1980,  whereby  the 
industry  for  all  practical  purposes  was 
deregulated  at  last. 

But  from  the  Fifties  on,  the  quick 
fix  for  the  industry  was  mergers.  The 
ICC  took  a  much  more  indulgent 
view  of  mergers  than  the  Justice  De- 
partment had.  As  a  result,  and  over 
the  Justice  Department's  often  vio- 
lent objection,  the  railroads  were  able 
to  mount  a  series  of  major  mergers 
designed  to  downsize  the  industry  by 
eliminating  the  wastefully  duplica- 


tive facilities — track,  equipment, 
management — that  circumstances 
had  foisted  upon  them. 

The  mergers  sometimes  created 
huge  problems — the  bankrupt  Penn 
Central  being  the  most  notable — but 
they  ultimately  created  a  number  of 
large  regional  railroad  systems.  The 
Pennsylvania  and  the  New  York  Cen- 
tral merged  and,  as  Conrail,  absorbed 
most  of  the  major  roads  in  the  North- 
east. To  the  South,  the  Norfolk  & 
Western  took  over  the  Virginian,  then 
the  Nickel  Plate  and  finally  joined 
with  the  Southern.  The  Chesapeake  & 
Ohio  absorbed  the  Baltimore  &  Ohio 
and  the  Western  Maryland,  and  even- 
tually formed  CSX  Corp.  with  Sea- 
board Coast  Line  (which  itself  was  an 
amalgam  of  three  major  roads).  In  the 
Northwest,  three  long-associated  car- 
riers formed  the  Burlington  Northern 
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traffic  control  at  Union  Pacific 
was  only  the  beginning. 


cars  for  the  shipment  of  new  auto- 
mobiles. The  industry  went  after 
economies  of  scale  with  a  vengeance, 
so  that  with  fewer  and  bigger  freight 
cars  and  locomotives  it  was  able  to 
move  ever  larger  volumes  of  traffic. 
There  were  also  service  innovations 
like  piggyback,  unit  trains,  and  ulti- 
mately contract  rates  that  enabled  the 
industry  to  recover  some  of  its  lost 
traffic  and  hold  on  to  what  remained. 

In  the  end,  the  industry  even  suc- 
ceeded in  getting  rid  of  most  of  its 
worst  losers:  less-than-carload  traffic 
through  attrition  and  neglect,  the  pas- 
senger business  through  government 
takeover.  At  the  same  time,  it  com- 
mitted more  of  its  efforts  to  develop- 
ing markets  where  it  had  inherent 
advantages — bulk  commodities  like 
coal  and  grain  and  even  piggyback, 
which  linked  rail  and  truck  transpor- 
tation and  in  effect  re- 
duced all  traffic  to  carload 
lots.  In  so  doing,  the  rail- 
roads still  masqueraded  as 
common  carriers,  but 
they  were  no  longer  offer- 
ing their  services  to  all 
comers  at  fair  and  reason- 
able rates.  They  couldn't 
afford  to.  Back  when  the 
railroads  had  a  monopoly, 
the  common  carrier  prin- 
ciple made  sense,  but  not 
when  competitors  si- 
phoned off  the  high-rated 
commodities  that  had  tra- 
ditionally subsidized  the 
profitless  low-rated  ones. 

Along  the  way,  some  of 
the  luckier  or  more  imagi- 
native companies  even 
made  major  efforts  to  di- 
versify into  other  busi- 
nesses— and   often  with 


and  went  on  to  acquire  the  Frisco.  Most 
recently,  the  Union  Pacific  absorbed 
the  Missouri  Pacific  and  the  Western 
Pacific  and  set  in  motion  a  series  of 
competitive  responses  that  may  create 
a  handful  of  coast-to-coast  systems. 

Along  with  cost-cutting  mergers, 
the  railroad  industry  went  in  for  a 
slow  but  massive  mechanization.  The 
triumph  of  the  diesel  touched  off  a 
series  of  technological  advances  that 
generally  served  to  slim  down  the  in- 
dustry even  further  and  to  increase  its 
overall  efficiency.  The  advances  in- 
cluded automatic  hump  yards  to  re- 
duce the  cost  of  classifying  cars  into 
trains,  centralized  traffic  control  that 
would  permit  one  track  to  do  the 
work  of  four,  microwave  communica- 
tions, welded  rail,  electronic  car  loca- 
tion. Equipment  innovations  ranged 
from  giant-size  covered  hoppers  for 
shipping  coal  and  grain  to  auto  rack 


considerable  success — so  that  the 
Union  Pacific,  for  example,  is  now  as 
much  an  oil  company  as  a  railroad, 
and  Illinois  Central  more  a  consumer 
conglomerate. 

There  are  already  signs  that  the 
steel  industry  is  reaching  for  many  of 
the  same  solutions.  Mergers  are  prob- 
ably too  offensive  to  antitrust  preju- 
dices in  Washington,  but  most  old- 
line  companies  are  reaching  out  for 
new  technology,  cutting  back  capac- 
ity in  line  with  their  reduced  pros- 
pects, and  concentrating  on  products 
and  markets  they  are  suited  to  serve 
most  efficiently.  A  few  have  even  ea- 
gerly diversified — Armco,  for  in- 
stance, into  oil  country  goods,  U.S. 
Steel  into  oil. 

As  the  railroad  example  shows,  old 
industries  needn't  die,  or  even  neces- 
sarily fade  away.  Sometimes  they  re- 
group and  slowly  come  back. — J.C. 
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Sure  some  companies  are  moving  factories 
abroad  to  benefit  from  cheap  labor,  but 
others  are  shutting  down  foreign  plants 
and  coming  home. 


Made  (again)  in 
the  U.S. A. 


Assembling  RCA  surveillance  cameras 
Yesterday  Taiwan,  today  Lancaster,  Penna. 


By  John  A.  Byrne 

Atari  is  shifting  home  computer 
and  video  game  production  to 
i  Hong  Kong  and  Taiwan,  laying 
off  1,700  workers  in  California.  Ze- 
nith is  closing  an  Illinois  plant  that 
makes  television  parts  and  moving  to 
Mexico,  eliminating  600  jobs.  Hardly 
a  week  without  some  similar  an- 
nouncement.The  media  love  to  head- 
line such  stories.  The  Decline  of 
America. 

But  a  surprising  number  of  compa- 
nies, which  make  everything  from 
semiconductors  to  auto  parts,  are 
shutting  down  foreign  manufacturing 
facilities  and  moving  back  to  the  U.S. 
For  some  reason  the  media  pay  no 
attention  to  this  countertrend.  It 
doesn't  fit  the  cliches.  Advances  in 
technology  and  changes  in  the  pro- 
duction process  are  responsible  for 
the  repatriation  of  these  jobs.  Take 
the  production  of  television  sets,  an 


industry  that  virtually  disappeared 
from  the  U.S.  in  the  Sixties  and  early 
Seventies.  Only  four  years  ago  the  av- 
erage color  TV  was  packed  with  about 
750  electronic  components.  Now  that 
number  is  down  to  400,  and  by  1988  it 
should  be  close  to  200.  With  fewer 
parts  to  assemble,  labor  is  less  impor- 
tant as  a  percentage  of  total  manufac- 
turing costs.  What's  more,  the  gap 
with  Third  World  wage  rates  is  begin- 
ning to  narrow.  In  Taiwan,  for  exam- 
ple, wages  have  risen  four  times  as 
fast  as  they  have  in  the  U.S.  in  the 
past  15  years. 

North  American  Philips  Corp.  is 
gradually  shifting  production  of  its 
Magnavox,  Sylvania  and  Philco  chas- 
sis from  Juarez,  Mexico  to  a  modern 
plant  in  Greenville,  Tenn.  The  pro- 
duction line  there  chums  out  850  TV 
chassis  in  an  8-hour  shift  with  1 1  op- 
erators. In  Mexico,  Philips  used  "sev- 
eral times"  as  many  workers  to  get 
the  same  output,  says  Robert  Luking- 


beal,  senior  vice  president  of  oper- 
ations. He  also  points  out  that  it's 
easier  to  attract  qualified  production 
engineers  in  the  U.S. — a  vital  concern 
these  days  because  of  the  technical 
support  required  by  state-of-the-art 
equipment. 

Automation  also  brings  a  level  of 
reliability  that  cuts  the  need  for  labor 
even  further.  Only  three  years  ago, 
Philips'  soldering  defect  rate  was  70  to 
80  per  10,000  joints.  It's  now  down  to 
only  3  per  10,000.  "That's  a  major 
reason  why  we're  moving  produc- 
tion," explains  Lukingbeal.  "It  means 
we  can  spend  far  less  money  on  trou- 
bleshooting and  repairs  before  goods 
leave  the  plant." 

This  isn't  an  isolated  situation. 
RCA  stopped  producing  surveillance 
cameras  in  Taiwan  last  year  and 
moved  to  Lancaster,  Penna.  The  com- 
pany, which  is  winning  back  the  mar- 
ket from  the  Japanese  (Forbes,  Feb. 
14),  found  that  integrated  circuits  and 
new  manufacturing  techniques  more 
than  offset  the  benefits  that  come 
from  cheap  labor  overseas,  particular- 
ly after  transportation  and  the  result- 
ing additional  inventory  costs  were 
considered. 

Motorola,  meanwhile,  is  even 
bringing  semiconductor  production 
back  home.  Last  fall,  it  broke  ground 
for  a  142,000-square-foot  micropro- 
cessor plant  in  Chandler,  Ariz.  The 
facility  will  employ  up  to  1,500  work- 
ers within  two  years.  "Considering 
the  turnaround  time  to  get  the  prod- 
uct to  our  customer,  the  costs  of  air 
transportation  and  the  savings  that 
result  from  increased  automation,  we 
believe  it  is  at  least  a  break-even  prop- 
osition to  do  assembly  and  test  here 
rather  than  offshore,"  says  Ken  Phil- 
lips, a  Motorola  spokesman. 

Not  all  the  repatriates  are  in  high- 
technology  industries,  either.  Ford 
formerly  made  automatic  transmis- 
sions for  its  Pinto  abroad.  But  now 
equivalent  parts  for  its  replacement 
model,  the  Escort,  come  from  a  new 
Ohio  plant.  Computerized  equipment 
there  has  greatly  increased  productiv- 
ity and  quality  control. 

High  interest  rates  can  also  make 
domestic  manufacturing  more  profit- 
able. Apparel  ordered  or  made  abroad 
typically  requires  six-month  lead 
times  and  large  production  runs, 
while  domestic  merchandise  can  be 
delivered  on  short  notice.  That's  why 
Kayser-Roth's  Catalina  division  no 
longer  produces  any  of  its  swimwear 
in  the  Far  East.  "The  price  advantage 
we  got  there  wasn't  commensurate 
with  the  lead  time,  which  increased 
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the  risk  of  guessing  wrong  and  having 
more  markdowns,"  says  Richard  V. 
Figueroa,  Catalina's  executive  vice 
president 

Then  there's  Textron's  Gorham  di- 
vision. It  went  to  Japan  in  1977  to 
source  stainless-steel  flatware,  but 
this  summer  Gorham  will  begin  to 
manufacture  once  again  at  its  Provi- 
dence, R.I.  plant.  Why  did  it  decide  to 
come  home?  Gorham  had  to  book  or- 


ders from  Japan  six  months  in  ad- 
vance, which  hurt  marketing  flexibil- 
ity and  caused  inventory  buildups. 
"We  have  the  basic  skills,  and  now 
modem  machinery  is  allowing  us  to 
compete  with  the  Japanese,"  says 
Gorham  President  James  Thomas.  "I 
think  you'll  be  seeing  more  returns  in 
the  future." 

There  are  other,  less  quantifiable 
reasons  not  to  manufacture  abroad. 


"By  going  overseas,  companies  add  to 
the  complexity  of  their  operations," 
says  Thomas  Gunn  of  Arthur  D.  Lit- 
tle. "They  also  expose  themselves  to  a 
lot  of  political  and  business  risks  that 
can  cause  problems." 

Look  for  this  trend  to  accelerate — 
and  without  the  distortion  of  eco- 
nomic activity  that  would  result  from 
the  imposition  of  tariffs,  quotas  and 
other  import  restrictions.  ■ 


Paul  Volcker  is  unhappy,  but  that  isn't 
stopping  the  state  legislatures  from  tearing 
down  barriers  against  interstate  banking. 


States1  rights 


By  Ben  Weber-man 


Iast  month  Senator  Jake  Gam's 
_  Banking  Committee  began  a  se- 
I  ries  of  leisurely  oversight  hear- 
ings on  banking  deregulation.  In  due 
course,  maybe  next  year,  Gam  plans 
to  come  up  with  legislation. 

He  had  better  hurry.  In  one  key 
area,  interstate  banking,  his  commit- 
tee may  be  left  in  the  dust — not  by 
overzealous  federal  deregulators,  but 


by  state  legislators. 

At  least  nine  states,  from  Alaska  to 
New  York,  now  allow  out-of-state 
bank  holding  companies  inside  their 
borders.  Some,  such  as  Delaware,  Ne- 
braska, South  Dakota  and  Virginia, 
ban  foreigners  from  competing  with 
local  banks.  An  out-of-state-owned 
bank  based  in  South  Dakota,  for  ex- 
ample, can  solicit  new  business  any- 
where but  South  Dakota. 

The  Caucus  of  New  England  State 


Legislatures  has  recommended  a  fur- 
ther step:  a  mini-EEC  in  which  any 
New  England  bank  holding  company 
could  operate  anywhere  else  in  New 
England.  Massachusetts  and  Maine 
already  allow  reciprocal  interstate 
banking.  Another  five  states,  includ- 
ing California  and  Illinois,  have  bank- 
ing legislation  in  the  works.  If  all 
these  proposals  go  through,  more  than 
one  state  in  three  will  allow  some 
kind  of  banking  across  state  lines  by 
the  end  of  next  year. 

So,  is  the  federal  government  rush- 
ing to  reassert  its  prerogatives  against 
this  resurgence  of  states'  rights?  Not 
so  you  would  notice.  Except  for  Feder- 
al Reserve  Board  Chairman  Paul 
Volcker,  most  of  official  Washington 
is  content  to  let  the  states  accomplish 
what  might  be  much  more  difficult 
under  the  glare  of  publicity. 

Indeed,  just  about  everywhere  out- 
side that  glare,  there  is  a  stronger  con- 
sensus for  deregulation,  geographical 
and  otherwise,  than  Gam's  pace  sug- 
gests. Take  a  little-publicized  confer- 
ence of  62  business,  government  and 
academic  leaders  last  month  at  Harri- 
man,  N.Y.  Participants  ranged  from 
Gam  to  SEC  Commissioner  Bevis 
Longstreth  and  Richard  Breeden, 
working  chairman  of  the  Administra- 


Leading  the  way 


These  states  either  have  passed  or  are  considering 
legislation  to  allow  out-of-state  bank  holding  compa- 
nies to  own  banks  inside  their  borders.  In  most  cases, 


the  out-of-staters  are  limited  in  the  operations  they  can 
run.  Some  states  only  allow  banks  from  states  that 
allow  the  same  rights  ("reciprocal"  legislation). 


Legislation  in  effect 

Legislation  pending 

State 

Year 

Operations  allowed 

Type  of  entry 

State 

Operations 

Type  of  entry 

Alaska 

1982 

national/full  svc 

acquisition 

California 

national/ full 

new  or  acquisition/ 

Delaware 

1981 

national/commercial 

new  banks 

reciprocal 

credit  card 

Connecticut 

regional/ full 

acquisition/reciprocal 

Maine 

1978 

national/full 

new  or  acquisition/ 

Florida 

I)  regional/full 

acquisition/reciprocal 

reciprocal 

2)  national/full 

acquisition/reciprocal 

Massachusetts 

1982 

regional/full 

new  or  acquisition/ 

Illinois 

national/full 

acquisition/reciprocal 

reciprocal 

Maryland 

national/credit  card 

new 

Nebraska 

1983 

national/credit  card 

new 

Minnesota 

discussion  under  way 

pending 

New  York 

1982 

national/full 

new  or  acquisition/ 

New  Hampshire 

national/ full 

acquisition/ reciprocal 

reciprocal 

Oregon 

contiguous  state/full 

ailing 

South  Dakota 

1980 

national/wholesale, 

new  or  acquisition 

Rhode  Island 

regional  starting  1984; 

acquisition/  reciprocal 

credit  card* 

national  1986/full 

Virginia 

1983 

national/credit  card 

new 

Tennessee 

discussion  under  way 

pending 

Washington 

1983 

national/full 

acquisition  of  ailing 

banks  only 

'Amended  1983  to  permit  Insurance. 

?6 


FORBES,  MAY  23,  1983 


How  we  help  the  Air  Force  hide  while  it  seeks. 


The  sky  no  longer  conceals  even  a  single  plane,  let 
alone  an  entire  formation.  Almost  as  soon  as  they're 
airborne,  our  planes  can  be  spotted  and  tracked 
by  radar. 

To  hide  today,  aircraft  must  be  protected  from 
that  radar.  That's  the  job  of  the  Air  Force's  EF-1 1 1 . 
This  supersonic  aircraft  is  a  flying  electronic  coun- 
termeasures  system  that  detects,  identifies,  and  jams 
the  watching  radars. 

With  the  radars  neutralized,  our  forces  can 


achieve  that  most  elemental  advantage:  surprise.  iK 
But  it  should  be  no  surprise  that  the  key  "active  cn 
ingredients"  aboard  this  electronic  chaperone  come  sed 
from  Raytheon .  We  produce  some  of  the  world 's 
most  advanced  radars.  Who,  then,  should  be  more  ^ 
adept  at  ways  and  means  of  thwarting  someone  else'  ier 
That  skill  finds  ready  application  in  the  Navy,  yfc 
too.  We  are  the  nation's  largest  producer  of  ECM  )wj 
systems  for  shipboard  use,  and  our  traditional  air- 
borne business  now  includes  systems  for  both  Navy  m 


nes  and  helicopters.  And  for  the  Army,  we've 
n  selected  as  prime  contractor  for  a  new  land- 
ed ECM  system. 

High  technology,  practically  applied  in  missile 
terns,  sonar,  communications,  radar  systems,  and 
er  areas  critical  to  national  security,  has  helped 
/theon  build  and  maintain  a  solid,  diversified,  and 
wing  government  electronics  business. 

Raytheon ...  a  five  and  a  half  billion  dollar  com- 
y  in  electronics,  aviation,  appliances,  energy, 


construction,  and  publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon  Company, 
Public  Relations,  141  Spring  Street,  Lexington, 
Massachusetts  02173. 


tion's  Task  Group  on  Regulation  of 
Financial  Services.  The  four-day  ses- 
sion, sponsored  by  The  American  As- 
sembly, a  Columbia  University  think 
tank,  came  up  with  strong  recom- 
mendations. Among  them: 

•  All  state  or  federal  bans  against 
interstate  banking  should  be  repealed. 

•  Any  regulation  of  financial  insti- 
tutions should  be  by  "functional 
line" — that  is,  by  product — rather 
than  by  type  of  institution. 

•  The  Fed  should  get  out  of  regula- 
tion and  concentrate  on  monetary 
policy. 

•  Failing  banks  should  be  allowed 
to  fail,  like  any  commercial  enter- 
prise— as  long  as  depositors  are  pro- 
tected by  government  or  private  insur- 
ance. The  cost  would  vary  with  the 
quality  of  the  banks'  assets — which,  of 
course,  the  insurers  would  monitor. 

•  The  Glass-Steagall  Act  of  1933, 


Senate  Banking  Chairman  Jake  Gam 
Meanwhile,  back  in  the  states.  . . . 


which  separates  investment  banking 
from  stock  brokerage,  should  be  ex- 
tensively altered  or  replaced. 

•  All  usury  laws  should  be  repealed, 
including  rate  ceilings  for  bank  and 
thrift  deposits. 

To  be  sure,  agreement  was  not 
unanimous.  Trade  groups  such  as  the 


small-banker  Independent  Bankers 
Association  of  America  strongly  dis- 
agreed with  the  recommendations  on 
interstate  banking.  The  last  thing 
small  banks  and  other  financial  insti- 
tutions want  is  big  outsiders  stepping 
on  their  turf. 

This  seemingly  irresistible  rush 
toward  deregulation  does  not  please 
Paul  Volcker  and  the  folks  at  the  Fed. 
A  couple  of  weeks  after  the  recom- 
mendations appeared,  Volcker  called 
for  a  moratorium  on  bank  and  non- 
bank  mergers  and  told  the  Senate 
Banking  Committee  that  the  states' 
rush  toward  interstate  banking  im- 
plies a  "reordering  of  the  national  fi- 
nancial structure  without  congres- 
sional review  and  determination." 

But  Gam  will  have  to  move  faster  if 
Washington  is  to  recapture  control  of 
events.  You  can't  lead  a  parade  from 
behind.  ■ 


Three  entertainment  giants  want  to  form  a 
new  movie  studio.  Provided  Justice  De- 
partment antitrusters  let  them. 


No,  no,  Nova? 


By  William  Harris 


WITHIN  THE  NEXT  MONTH  Or  SO 
the     Justice  Department 
should  let  the  movie  indus- 
try know  if  it's  going  to  get  its  hand 
slapped  for  reaching  toward  the 
cookie  jar  again. 

The  cookie  jar  in  question  is  the 
exhibition  of  movies,  control  of 
which  would  give  Hollywood  the 
aspects  of  a  cartel.  Some  may  have 
thought  that  was  settled  in  1948,  in 
the  classic  "Paramount  case,"  when 
the  Supreme  Court  decided  the  stu- 
dios had  to  get  rid  of  their  subsidiary 
chains  of  movie  theaters  and  stop 
forcing  independent  theaters  to  take 
packages  of  B  movies  in  order  to  get  A 
films.  But  that  was  over  30  years  ago, 
when  the  silver  screen  was  king,  com- 
mercial TV  was  an  infant,  and  pay  TV 
at  best  a  gleam  in  somebody's  eye. 


The  Paramount  case  didn't  cover  any 
of  these  new  means  of  exhibition. 

Today,  pay  TV — both  cable  and 
subscription — is  a  big  business.  Five 
years  ago,  pay  services  contributed 
less  than  2%  of  a  film's  revenues  com- 
pared with  52%  pouring  in  from  the 


box  office.  Now,  pay  is  providing 
some  17%  and  the  theater  percentage 
has  dropped  10  points.  Hollywood  has 
been  sniffing  around  the  edges  for  sev- 
eral years,  looking  for  a  way  to  get  its 
nose  into  these  new  exhibitors'  tents. 

The  latest  two  sniffs  are  a  new  stu- 
dio tentatively  called  Nova  and  a  pro- 
posed merger  between  Showtime  and 
The  Movie  Channel.  Movie  studios 
come  into  the  merger  between  Show- 
time, a  unit  of  Viacom,  and  The  Mov- 
ie Channel  because  the  latter  is  joint- 
ly operated  by  Wamer  Communica- 
tions, American  Express,  MCA  and 
Gulf  &  Western's  Paramount. 

Nova,  the  larger  and  much  more 
complex  deal,  was  announced  last 
November.  It's  a  $400  million  joint 
venture  among  Columbia  Pictures, 
CBS  and  HBO. 

The  Justice  Department  must  de- 
cide whether  the  joint  ventures  are 
innocent  new  entrants  into  the  enter- 
tainment marketplace,  which  would 
increase  competition,  or  whether 
they  are  agreements  between  com- 
petitors, in  effect  limiting  competi- 
tion. That's  rerboten  under  federal 
laws  dealing  with  restraint  of  trade. 
In  many  ways  these  efforts  resem- 
ble an  earlier  deal  called  Premiere,  a 
pay  TV  venture  designed  to  compete 
with  Time,  Inc.'s  Home  Box  Office 
and  set  up  by  Getty  Oil  in  partnership 
with  four  studios.  Premiere  was  put 
out  of  business  in  spring  1981,  when 
the  courts  agreed  (on  appeal)  that  stu- 
dios combining  and  giving  exclusive 
ancillary  rights  was  indeed  a  criminal 
violation  of  the  antitrust  laws. 

The  Showtime  deal  has  three  stu- 
dios jointly  trying  to  extend  their 
reach,  so  it  appears  to  be  on  shaky 
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UNCOMMONLY  BE 
SWIFT,  SILENT  AND  STRONG 

JAGUAR  XJ6. 


In  the  Jaguar  XJ6  Sedan  great  luxury 
and  advanced  engineering  have 
been  shaped  into  a  form  so  lithe  and 
elegant  that  it  has  been  called,  by 
experts,  one  of  the  most  beautiful 
sedans  of  all  time.  Yet  the  visual  de- 
lights of  the  XJ6  only  hint  at  the  plea- 
sures that  await  its  fortunate  driver. 
For  it  is  only  in  motion  that  the  Jaguar 
legend  takes  flight  in  a  swift  silent 
rush  of  perfectly  balanced  thrust,  re- 
sponse and  handling. 

The  engine  is  the  latest,  elec- 
tronically fuel  injected  edition  of  the 
famous  Jaguar  double  overhead 
cam  six.  It  is  backed  up  by  the  quick 
reflexes  and  directional  precision  of 
the  Jaguar  power  rack  and  pinion 
steering  system,  by  the  superb  bal- 
ance and  road  manners  that  come 


from  our  four  wheel  independent 
suspension  and  four  wheel  power 
assisted  disc  brakes. 

Jaguars  have  always  been  pre- 
eminent among  the  world's  most  op- 
ulent motorcars  and  the  1983  XJ6 
carries  this  pleasing  quality  a  bit  fur- 
ther. There  is,  for  example,  a  new 
driver's  console  richly  veneered  in 
the  same  walnut  as  the  dashboard. 
New  seats  are  faced  in  the  finest  and 
most  supple  hides,  hand  matched 
for  the  perfection  of  their  grain  and 
color.  Electronic  conveniences 
make  your  journey  more  pleasant, 
including  a  new  trip  computer  that 
tells  you  elapsed  time,  distance  and 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


fuel  consumption  enroute.  There  is  a 
power  sunroof,  cruise  control,  a  self 
regulating  heating  and  air  con- 
ditioning system  and  much  more. 
And  it  is  ail  standard  equipment. 

This  1983  Jaguar  is,  simply,  the 
best  we  have  ever  built.  And  it  is 
backed  by  the  best  warranty  Jaguar 
has  ever  offered.  For  two  years  or 
36,000  miles,  whichever  comes  first, 
Jaguar  will  repair  or  replace  any  part 
of  the  car  which  proves  defective. 
The  Pirelli  P5  tires  come  with  their 
own  warranty.  Ask  your  dealer  for  full 
details  of  this  limited  warranty.  And 
ask  for  a  test  drive  in  the  uncom- 
monly beautiful  new  Jaguar  XJ6.  For 
the  name  of  the  dealer  nearest  you, 
call  toll-free  (800)  447-4700. 
JAGUAR  CARS  INC.,  Leonia,  NJ  07605 


*  *i>       ■•■       .'.'/  /.  •••  *'  i  7  ■  ■         "  ¥ 

A  Harbour  Community  For  Those 
\\1io^easureT^eir  Priva^  / 


Wexford  Plantarion  encompasses  500  acres  of  prime  property,  marshland 
and  water  blended  into  a  private,  harbour-oriented  residential  community. 

Beyond  a  unique  inland  harbour,  a  Wiilard  Byrd  championship  golf 
course,  and  an  elegant  clubhouse  that  overlooks  both,  Wexford  Plantation 
has  an  attraction  that  precious  few  spots  on  Hilton  Head  Island  can  offer.  Privacy. 

All  the  land  and  amenities  of  Wexford  Plantation  are  for  the  exclusive  use  of  property 
owners  and  their  guests. 

We'd  like  you  to  see  Wexford  Plantation.  Call  785-5700  when  you're  on  the  Island. 
Or  call  toll  free  1-800-845-7064  and  we  ll  send  you  a  brochure. 

The  Hilton  Head  Company  is  the  island's  four  star  property  developers. 

Ill  THE  HILTON  HEAD  COMPANY 

™  We  TreasureThe  Island: 


This  adv< 

Island, Wtst  Virginia  or  any  other  state  where  prohibited  by  law 
it  before  sprung  anything  So  Federal  agency  has  judged  the  me 
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■n  offer  to  buy  from,  any  resident  of  the  states  of  California.  Maine  Ohio.  New  Hampshire.  New  Jersey.  New  York.  Rhode 
.  this  property  is  not  registered  under  the  laws  of  those  states  Obtain  the  property  report  required  by  Federal  law  and  read 
s  or  value,  if  any,  of  this  property  Sales  bv  Hilton  Head  Company  Realty  "  Edwin  W  Spengeman  Broker -In -Charge 


ground.  But  Nova,  too,  would  tie  up 
the  increasingly  valuable  ancillary 
rights. 

The  Nova  situation  has  an  especial- 
ly touchy  aspect  of  its  own,  namely 
the  participation  of  HBO,  the  IBM  of 
the  pay  TV  industry.  With  11.5  mil- 
lion subscribers,  HBO  would  still  be 
about  twice  as  large  as  a  combined 
Movie  Channel  and  Showtime. 

So  even  if  Justice  decides  Nova  is 
not  a  cleverly  disguised  attempt  by  a 
motion  picture  studio  to  get  back  into 
the  exhibition  business — and  it  may 
decide  that — there  is  still  the  ques- 
tion of  whether  the  competition  is 
being  frozen  out  of  the  ancillary  mar- 
kets. After  all,  HBO  would  have  first 
dibs  on  all  Nova  films  for  pay  view- 


The  Justice  Department 
must  decide  whether  the 
joint  ventures  are  innocent 
new  entrants  into  the  enter- 
tainment marketplace  or 
whether  they  are  agree- 
ments between  competitors. 


ing,  and  CBS  would  essentially  have 
the  network  rights.  Exclusivity 
clauses,  remember,  are  what  helped 
sink  Premiere. 

Unlike  that  earlier  deal,  Nova  is 
moving  cautiously  and  making  no 
grandiose  public  statements.  Al- 
though each  of  the  partners  is  com- 
mitted to  chipping  in  $70  million, 
to  be  matched  by  equal  lines  of 
credit,  little  money  has  been  spent 
so  far.  Nova  has  already  announced 
plans  to  shoot  its  first  film,  but  it 
still  has  no  offices  and  has  hired 
only  four  people. 

That's  a  far  cry  from  Premiere, 
which  had  shelled  out  an  estimated 
$20  million  renting  fancy  digs  and 
assembling  a  staff  of  60  before  the 
Justice  Department  said  no  way. 

Don't  expect  to  see  any  Nova  prod- 
uct for  at  least  a  year,  if  at  all.  But 
whatever  the  Justice  Department  con- 
cludes, its  decision  will  have  far- 
reaching  consequences  for  future  stu- 
dio-pay TV  mergers. 

A  delicious  irony.  With  the  Justice 
Department  backing  away  from  other 
antitrust  actions  left  and  right,  the 
one  industry  it  seems  intent  on  pursu- 
ing is  the  President's  former  stomping 
ground,  the  entertainment  business. 

Why  all  the  attention  directed  at 
the  silver  screen?  The  fact  is,  Justice 
has  been  fighting  the  movie  industry 
for  30  years,  trying  to  keep  it  from 
sneaking  back  into  and  monopolizing 
the  exhibition  end  of  the  business. 

This  cookie  jar  is  being  watched.  ■ 


FORBES,  MAY  23,  1983 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 

The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  April  22,  1983 

$300,000,000 

Southwestern  Bell  Telephone  Company 

Forty  Year  1 1  V2%  Debentures,  due  April  18,  2023 
Price  98.75%  and  accrued  interest  from  April  18,  1983 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc 

The  First  Boston  Corporation 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Prudential-Bache 

Securities 

Goldman,  Sachs  &  Co.  Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  A.  G.  Becker  Paribas  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.         Donaldson,  Lufkin  &  Jenrette         Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson/American  Express  Inc. 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc. 

Incorporated 

Dean  Witter  Reynolds  Inc.  A.  G.  Edwards  &  Sons,  Inc. 

Alex.  Brown  &  Sons       Oppenheimer  &  Co.,  Inc.  Thomson  McKinnon  Securities  Inc. 

ABD  Securities  Corporation            Atlantic  Capital  Basle  Securities  Corporation 

Corporation 

Dominion  Securities  Ames  Inc.    EuroPartners  Securities  Corporation    Kleinwort,  Benson 

Incorporated 

Ladenburg,  Thalmann  &  Co.  Inc.  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc.  Wood  Gundy  Incorporated 


THE  BUSINESS  OF  CREATING  MONP]Y  (READING  TIME:  7  MINUTES) 

How  to  create  your  own 
economic  boom  no  matter  where 
the  economy^  heading 


This  IS  NO  TIME  for  diplomatic  niceties:  It  simply  may  be 
unwise  to  consummate  a  major  financial  deal  without  consulting 
General  Electric  Credit  Corporation. 

You  are  likely  to  discover  a  different  and  perhaps  a  better  way 
of  doing  business— whether  you  are  in  the  FORTUNE  "1000"  or 
aspire  to  it.  Many  have. 

The  examples  below  are  but  a  few  of  the  financial  packages 
GECC  created  last  year  for  the  needs  of  thousands  of  corpora- 
tions. We  tailor-make  each  package  from  a  vast  storehouse  of 
financial  options.  We  will  create  a  new  option  on  demand  and  can 
often  tell  a  company  what  its  needs  are! 

Read  on,  ask  us  questions. 


An  absorbing  short  story 

about  Scott  Paper's 
relationship  with  GECC 

Increasingly,  new  business  comes 
from  clients  who  feel  we've  created 
attractive  financial  packages  for 
them  in  the  past. 

With  Scott's  permission,  we 
thought  you  might  like  to  have 
a  peek  at  the  underpinnings  of 
two  packages  constructed  by 
GECC  that  increased  the  effi- 
ciency of  the  paper  company's 
financial  resources. 

The  first  transaction  was  for  a 
cogeneration  plant  in  Maine  that 
used  wood  chips  as  its  primary  fuel  to 


generate  steam  for  Scott's  operations 
and  electricity  for  sale  to  others. 
GECC  recommended  financing  the 
facility  with  a  structure  like  a  lever- 
aged lease. 

Two  basic  steps  were  employed  for 
the  $91  million  project: 

1.  GECC  invested  $47  million 
in  the  25-year  financing. 

2.  Separate  public  offerings  of 
$7  million  in  long-term  tax 
exempt  bonds  and  $37  mil- 
lion in  long-term  taxable 
debt  were  arranged  by  a 
major  investment  banker. 

GECC  was  then  awarded  a  second 
piece  of  business.  This  transaction, 
also  in  Maine,  was  a  leveraged  lease 


ONE  GECC  PROJECT  LED  TO  ANOTHER  WITH  SCOTT  PAPER.  We  helped 
Scott  finance  a  cogeneration  energy  plant  to  produce  steam  and  elec- 
tricity from  burning  wood  chips  and  coal.  Later,  we  designed  a  lever- 
aged lease  for  Scott's  fiber  recycling  plant.  Together,  the  two  financial 
packages  constitute  a  commitment  of  approximately  $60  million. 


financing  of  a  fiber  recycling  plant 
that  processes  waste  paper  into  pulp 
for  Scott  paper  products— much 
more  cost  efficient  than  producing 
the  same  products  from  timber. 

The  basic  steps  in  the  second 
GECC  financial  package  were  similar 
to  the  first,  with  GECC  contributing 
$13  million  in  equity  and  leveraged 
lease  debt  being  raised  through  pub- 
lic offerings. 

GECC's  work  on  the  second  trans- 
action took  a  mere  28  days  to  com- 
plete. Two  reasons  why  GECC  is 
able  to  move  so  fast  is  that  we  have 
so  many  options  at  our  disposal 
and  are  not  overly  regulated  when 
we  use  them. 

No  pizza  pie-in-the-sky 
talk:  GECC's  $30  million  line 
of  credit  to  Eastern  Milk  for 
two  mozzarella  cheese  plants 

Offhand,  you  wouldn't  think  healthy 
cows  would  give  the  largest  dairy 
cooperative  in  the  Northeast  a  seri- 
ous financial  headache.  But  Eastern 
has  to  market  all  of  the  milk  their 
farmers  produce. 

It  began  when  the  cows  of  Eastern 
Milk  did  what  healthy  cows  do  in 
spring  and  summer:  give  birth  to 
calves.  Nature  and  school  boards 
added  to  the  pain  by  doing  what 
they're  supposed  to  do. 

Nature  increased  the  herd's 
lactation  by  25%— normal.  The 
school  boards  let  the  kids  out 
for  vacation— the  law.  Result: 
milk  demand  plunged. 

Disposing  of  surplus  milk  was  costing 
the  dairy  millions  a  year,  requiring 
additional  contributions  from  its 
3,500  member  farms.  The  farms 
understandably  balked— and  mem- 
bership began  declining  when  East- 
ern got  the  bright  idea  of  converting 
milk  into  mozzarella.  They  pur- 
chased two  cheese  plants. 

The  plants,  however,  needed  to  be 
expanded  and  equipment  needed 
modernization.  Capital  was  short. 
Banks  were  delaying  action  on  East- 
ern's request.  Enter  GECC. 


'irst  step  in  the  Eastern  Milk  trans- 
ection: We  sent  a  detachment  of  our 
leld  people  to  evaluate  the  company, 
"hey  are  specialists  in  every  aspect  of 
usiness,  including  cows! 
GECC's  experts  discovered  that 
rospects  for  Eastern's  cheese  plants 
rere  good  and  that  Eastern  could 
reatly  improve  its  borrowing  power 
y  improving  its  accounts  receivable 
illing  and  improving  its  collection 
rocedure. 

We  recommended  a  computerized 
eceivables  program  for  the  dairy.  We 
hen  provided  them  with  Industrial 
levenue  Bond  guarantees  of  $6.5 
million.  And  because  we  believed  the 
uture  did  look  so  bright,  we  extended 
Eastern  a  total  line  of  credit  of  $30 
nillion  for  more  expansion.  Head- 
che  cured. 

So  if  you  live  in  the  Northeast, 
chances  are  you've  enjoyed  a 
pizza  pie  made  with  lOCf/o  real 
mozzarella  from  Eastern  milk 
products.  And  as  a  result, 
cooperative,  cows  and  calves 
are  doing  very  well  indeed. 

Sour  condominium  market 
no  obstacle  as  GECC  finances 
one  of  the  largest  conversion 
projects  in  California  history 

Vhat  our  competitors  in  the  real 
istate  market  often  consider  a  risky 
/ay  of  doing  business,  GECC  thinks 
f  as  innovative  and  flexible. 
The  difference  between  us  is 
/ell  illustrated  in  the  Shelter  Creek 


STUCK  WITH  MILK,  co-op 
dairy  makes  100%  real  moz- 
zarella. When  surplus  milk 
threatened  the  financial 
health  of  Eastern  Milk  Prod- 
ucts Co-op  Association,  the 
company  got  the  idea  of  buy- 
ing cheese  plants  to  dispose  of 
the  milk.  GECC  put  together  a 
financial  package— when  the 
banks  would  not  — that  had 
everyone  at  Eastern,  including 
the  cows,  mooing. 


condominium  project  we  recently 
financed  in  San  Bruno,  California. 
Shelter  Creek  Company  faced  two 
seemingly  insurmountable 
problems. 

One,  end  loan  money  in  California 
had  all  but  dried  up.  Two,  most 
lenders  were  out  of  the  conversion 
financing  market  because  of  lagging 
sales  caused  by  the  first  problem. 

Undismayed— you  will  have  a  hard 
time  working  for  GECC  if  you  ever 
are— we  backed  Shelter  Creek 
because  we  believed  it  to  be  a 
sound  project  that  would  bear  fruit. 

With  our  commitment,  Shelter 
Creek  Company  was  able  to  secure  a 
municipal  tax  exempt  bond  issue  and 


provide  unit  buyers  with  attractive 
low  interest  rate  end  loan  money. 
GECC  created  two  loans  totalling 
$38  million  for  the  project,  large  by 
any  standard,  even  in  the  best  of 
times. 

Shelter  Creek  Company  got  its 
bond  issue  financing  and  so  was  able 
to  compete  very  favorably  with 
neighboring  condominiums  because 
its  buyers  could  obtain  below-market 
mortgages. 

Four  other  big  deals  that 
demonstrate  why  GECC  is  one 
of  America's  largest  diversified 
financial  services  companies 

Some  highlights.  For  details  on  these 
and  other  financial  packages  ar- 
ranged by  GECC,  mail  coupon. 


Three  steel  deals,  $315  million.  A 

major  American  steel  company 
decided  that  leasing,  arranged  by 
GECC,  provided  the  best  financing 
terms  for  its  long-term  assets. 


Cable  TV  lease,  $22  million.  GECC 
wrote  the  first  tax  oriented  lease 
financing  in  the  industry. 

Famous  retail  chain,  $50  million.  A 

floating  rate  loan  secured  by  ac- 
counts receivable,  inventories,  and 
real  estate  guaranteed  a  leading  fur- 
niture retailer  this  line  of  credit. 

Commercial  real  estate  "bow  tie," 
$30  million.  When  a  building  is 
sound,  but  requires  extensive  reno- 
vation, we  are  not  reluctant  to  pro- 
vide financing,  even  in  unfavorable 
economic  times. 

To  find  out  how  we  do  it,  mail  the 
coupon.  Or  call  800-243-2222.  In 
Connecticut,  call  800-942-2222. 
Thank  you. 


Marketing  Programs  Operation 

General  Electric  Credit  Corp. 

260  Long  Ridge  Road  Stamford,  Connecticut  06902 
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I'd  like  to  know  more  about  GECC's  ability  to  create  money  for  business.  Please  send  me 
your  information  kit  describing  25  additional  financial  packages  you've  arranged  in  recent 
months  and  the  1983  revised  edition  of  GECC's  "Guide  Through  the  Leasing  Maze." 


NAME. 


COMPANY. 


TYPE  OF  BUSINESS- 


TITLE. 


ADDRESS. 
CITY  


STATE. 


.ZIP. 


L" 


BUSINESS  PHONE. 


General 
Electric 
Credit 

CORPORATION 


Creating  Money  for  Business 


J 


Ames  Department  Stores  has  found  true 
happiness — profits,  growth  and  plenty  of 
customers — out  there  in  the  sticks. 


Cornering 
the  market 


Maine,  including  9  opened  so  far  this 
year.  Herb  Gilman,  who  became 
president  in  1976  and  CEO  in  1981, 
when  his  brothers  retired,  is  now  ac- 
quiring 42  King's  stores  in  the  North- 
east from  KDT  Industries,  which  is 
reorganizing  under  Chapter  1 1 .  If  ap- 
proved, that  should  add  over  $150 
million  to  Ames'  revenue  base. 

Ames  pays  one  price  for  its  rural 
locations:  Sales  per  square  foot  were 
$85  last  year,  while  the  industry  aver- 


By  Aaron  Bernstein 


Ames  Department  Stores,  Inc. 
is  a  smallish  ($423  million 
\  sales)  discount  chain  whose 
stores  are  tucked  away  in  little  back- 
water northeastern  towns  you  have 
probably  never  heard  of.  Places  like 
North  Tonawanda,  N.Y.;  Ossipee, 
N.H.;  and  Sayre,  Penna.  But  the 
Rocky  Hill,  Conn. -based  retailer  gets 
along  just  fine.  It  applies  the  Wal- 
Mart  method  of  cornering  the 
market  in  rural  and  suburban 
towns  where  competition  is 
slim  (see  Forbes,  Aug.  16,  1982). 

Earnings  per  share  over  the 
past  five  years  have  grown,  if 
not  quite  at  Wal-Mart's  blister- 
ing pace  (40% ),  at  a  nevertheless 
very  respectable  17%.  And  that 
was  after  dilution  from  an 
800,000-share  offering  in  April 
1982.  Return  on  equity  averaged 
18%,-  long-term  debt,  about 
48%  of  capital. 

The  technique  is  to  open  or 
acquire  stores  in  nonmetropoli- 
tan  areas,  population  10,000  to 
20,000.  As  with  Sam  Walton  of 
Wal-Mart,  who  is  a  friend  of 
Ames  CEO  Herbert  Gilman,  this  al- 
lows Ames  to  be  the  big  fish  in  a  small 
pond.  The  small  towns  have  enough 
people  to  sustain  one  good-size  dis- 
count retailer,  but  not  usually  a  sec- 
ond one.  Clearly,  the  Wal-Mart  con- 
cept is  transportable. 

Small-town  dominance  has  allowed 
Ames  to  grow  by  leaps  and  bounds 
since  Herbert  Gilman's  two  brothers, 
Milton  and  Irving,  opened  their  first 
6,000-square-foot  store  in  1958,  with 
$30,000,  half  of  which  came  from  a 
mortgage  on  their  mother's  farm. 

Today  Ames  operates  a  chain  of  127 
stores,  which  average  45,000  square 
feet,  stretching  from  Maryland  to 


An  Ames  department  store  in  Southwick,  Mass. 
Keep  the  customers  on  Main  Street. 


aged  $108.  But  there's  a  good  business 
reason  behind  paying  it.  Explains  58- 
year-old  Gilman,  "The  point  of  Ames 
is  that  people  don't  have  to  travel  to 
the  city  to  shop.  So  we  have  to  carry 
everything  in  order  to  hold  on  to  our 
customers.  This  means  we  don't  turn 
so  well,  but  it  keeps  people  happy." 

Nowadays  Ames  finds  it  increas- 
ingly hard  to  avoid  the  K  marts  and 
Caldors  of  the  world,  which  are  ven- 
turing more  frequently  into  the  boon- 
docks. But  the  other  ingredient  of 
Ames'  success,  close  management 
that  holds  costs  to  a  minimum,  has 
kept  both  competition  and  margin 
problems  at  bay.  Ames'  expenses  run 


consistently  below  the  industry  aver- 
age, and  its  gross  margins  of  30%  are 
2%  above  the  industry's. 

The  brothers  were  adept  at  keeping 
expenses  down  from  the  beginning, 
when  they  opened  the  first  five  stores 
in  old  mill  buildings  where  the  rent 
was  cheap. 

Since  his  brothers  left  two  years 
ago,  Herb  Gilman  has  kept  that  adept- 
ness  but  moved  aggressively  to  put  his 
own  stamp  on  things.  Like  his  remod- 
eling program,  which  refurbished  3 
stores  in  1981,  13  in  1982  and  8  so  far 
this  year.  Next  year  15  more  are 
planned.  By  installing  racks  that  are 
taller  and  narrower,  Gilman  is  able  to 
display  20%  more  merchandise.  He 
also  upgraded  the  product  line.  Sales 
in  the  remodeled  stores  increased  by 
about  25%. 

Gilman  has  put  in  point-of-sale  ter- 
minals, which  should  soon  be  in  all 
stores,  to  feed  the  computer  he  in- 
stalled in  the  Rocky  Hill  headquarters 
to  monitor  costs,  inventory  and  sales. 

Lately,  Ames  has  taken  to  asking 
customers  their  zip  code  when  they 
make  a  purchase.  This  lets  Ames 
gather  detailed  information  about 
specific  customer  areas  around  each 
store.  Ames  can  then  target  its  adver- 
tising, which  is  done  almost  entirely 
through  direct-mail  circulars.  It 
sends  out  some  50  million 
pieces  of  mail  each  year. 

Then  there's  warehouse  ca- 
pacity. About  80%  of  Ames' 
merchandise  is  drop- shipped 
from  the  company's  ware- 
houses, with  the  rest  coming 
from  outside  suppliers.  The  two 
main  warehouses,  in  Worcester, 
Mass.  and  Secaucus,  N.J.,  have 
had  computer-controlled  con- 
veyor-belt delivery  systems  put 
in.  With  the  Secaucus  center, 
bought  last  year,  Gilman  reck- 
ons he  can  handle  over  300 
stores. 

Thus  Gilman  has  put  Ames 

  in  a  position  to  keep  growing. 

He  plans  to  increase  sales  up  to  20%  a 
year,  10%  of  that  from  new  stores  and 
10%  from  increased  productivity 
through  remodeling.  And  that  doesn't 
count  acquisitions  that  might  come 
along,  where  Ames  has  a  good  record 
of  picking  up  stores  cheap  from  failing 
companies.  Ames  acquired  23 
Neisner  Brothers  stores  in  1978  at  a 
below-market  price,  for  example,  and 
got  tax-loss  carryforwards  that  about 
equaled  the  purchase  price.  The  KDT 
acquisition,  which  promises  to  have 
over  $50  million  in  carryforwards, 
could  work  out  nearly  as  well.  Now  if 
Gilman  can  just  find  some  more  great 
markets,  like  East  Aurora,  N.Y.  ■ 
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Finally  a  copier  for  the  most  important 

person  in  my  life. 


To  you,  I'm  Jack  Klugman  the  Actor. 

To  my  agent,  business  manager, 
ind  accountant,  I'm  Jack  Klugman  the 
Corporation. 

They  have  copiers.  Why  shouldn't  I? 

Now  I  can.  A  Canon  Personal 
Cartridge  copier.  And  it's  so  small,  it's 
>erfect  for  people  in  almost  any  business, 
iven  if  their  business  is  at  home. 

It's  like  no  other  copier  ever.  Because 
Canon  put  the  entire  copying  process- 
he  toner,  the  drum  and  the  developer— in 
me  neat  cartridge.  Each  cartridge  is  good 
ar  about  2,000  beautiful  copies.  On  just 


about  any  kind  of  paper.  Even  labels  and 
transparencies. 

And  once  the  cartridge  is  used  up, 
you  just  replace  it.  It's  so  simple  to  care 
for,  anyone  could  maintain  it. 

Here's  something  else  it  does.  It 
copies  in  black,  brown,  or  blue.  Just  by 
changing  a  cartridge.  Nobody  else's 
copier  does  that.  Not  even  the  big  ones. 
And  nobody  else's  plain  paper  copier 
costs  so  little. 

So  shouldn't  there  be  a  Canon 
Personal  Cartridge  copier  for  the  most 
important  person  in  your  life?  You. 

Canon  v&w/m 


Canon  PC-10 

It's  the  shortest  distance  between 
you  and  a  quick  copy. 
Compact.  Convenient.  Personal. 
$995*  

Canon  PC-20 

Efficient  for  any  business. 
With  the  added  convenience 
of  automatic  paper  feeding  to 
make  8  copies  a  minute. 
$1,295* 


Canon  PC  Cartridges 

Available  with  black,  brown, 
or  blue  toner. 
$65  in  black 
$70  in  brown  or  blue 


'suggested  retail  price  exclusive  of  cartridge 


Personal  Cartridge  Copying, 
Plain  and  Simpler 


19X3  (  anon  U  S.A  .  Inc 


American  Agronomics  is  supposed  to 
make  fruit  juice.  But  when  a  cash  crunch 
hit  and  Carl  Lindner  saw  a  bargain, 
shareholders  got  squeezed. 


Orange  crush 


By  Pamela  Sherrid 


T|he  next  time  your  broker 
brings  you  a  hot  tip  on  a  small 
company,  remember  the  saga  of 
American  Agronomics.  This  Tampa- 
based  orange  juice  producer  was  once 
a  Wall  Street  darling.  Its  shares  hit  a 
high  of  83/4  in  1981,  but  they  now  go 
for  a  mere  \3A.  Why?  Well,  read  on  and 
find  out  how  stockholders  saw  assets 
squeezed  away  from  them  when  the 
going  got  rough. 

As  usual,  the  investors  hurt 
worst  were  the  last  ones  in.  Two 
years  ago  American  Agronomics 
raised  $13  million  from  the  public 
with  the  help  of  Shearson/ American 
Express.  The  new  shareholders  got 
10%  of  the  company  at  $6.50  per 
share.  The  sales  pitch:  gold  from  or- 
anges. Working  with  some  valuable 
assets — 9,500  acres  of  Florida  orange 
groves  and  control  of  15,000  acres 
more — Chief  Executive  Harold  Hold- 
er had  guided  American  Agronomics 
from  near-bankruptcy  in  the  early 
Seventies  to  the  point  where  earnings 
hit  $5.7  million  on  revenues  of  $59 
million  in  1980.  Harvard  Business 
School  heralded  the  turnaround  in  a 
case  study. 

Then  came  the  bad  news.  Holder 
began  to  pay  the  price  for  an  over- 
ambitious  diversification  plan 
that  included  synfuels  as  well  as 
juice  packaging  and  distribu- 
tion. The  coup  de  grace  was  a 
winter  freeze  that  slammed  his 
orange  groves  (Forbes,  May  10, 
1982).  Last  year  American 
Agronomics  lost  $18  million — 
89  cents  per  share — on  $63  mil- 
lion in  revenues. 

So  far,  so  bad.  But  here 
comes  the  real  trouble. 
The    1982    freeze    left    -  . 
American  Agronomics' 


trees  severely  damaged;  tons  of  fruit 
were  rotting  on  the  ground.  With  less 
to  sell  and  money  draining  away  into 
unprofitable  sidelines,  Holder  was  in 
a  cash  crunch.  Bankers  began  grum- 
bling and  insolvency  loomed  again. 


Enter  Carl  Lindner,  sharp-eyed  in- 
vestor, sometime  corporate  raider  and 
eventually  American  Agronomics' 
friendly  loan  shark.  Holder  had  met 
Lindner  socially  several  years  before. 
Critically  in  need  of  financing,  he  got 
on  a  plane  and  flew  to  Cincinnati, 
Lindner's  home  base.  "Carl  came 
down  to  see  the  groves  right  away, 
and  a  few  days  later  we  had  an  agree- 
ment," Holder  says. 

Being  quick  to  grant  credit  to  risky 
borrowers,  however,  brings  consider- 
able leverage.  Lindner's  terms  were 
great  for  him  and  lousy  for  other 
shareholders.  His  American  Financial 
Corp.  lent  American  Agronomics 
$17.5  million,  taking  as  collateral  al- 
most all  of  the  company's  orange 
groves — appraised  after  the  freeze  at 
$25  million.  So  much  for  the  down- 
side. As  a  kicker,  Lindner  received 
warrants  that  let  him  change  that 
debt  to  new  equity  at  $1.07  a  share,  a 
34%  discount  from  the  then  market 
price.  His  potential:  44%  of  American 
Agronomics'  stock. 

It's  possible  that  American  Agrono- 
mics' shareholders  might  have  fared 
better  if  Holder  had  accepted  the  em- 
barrassment of  bankruptcy.  The  value 
of  their  shares  would  then  have  de- 
pended on  his  ability  to  negotiate 
with  existing  creditors.  "Going  to 
Lindner  was  an  easy  way  for  Holder  to 
save  face,"  says  Richard  Lilly  of  Ray- 
mond James,  a  Florida  brokerage  firm. 

The  dilution  from  the  Lindner  deal 
will  hurt  Holder,  too.  He  owns  19%  of 
American  Agronomics'  stock.  The 
turmoil  also  derailed  Holder's  plan  to 
let  Kenneth  Barnebey,  the  former 
head  of  Tropicana,  take  over  as  chief 
executive.  Barnebey  had  the  unenvia- 
ble luck  of  coming  on  board  one  week 
before  last  year's  catastrophic  freeze. 
Now  the  company  cannot  afford  to 
pay  him  the  salary  that  he  was  prom- 
ised— $350,000  minimum — so  Barne- 
bey has  agreed  to  full-time  "consul- 
tant" status. 

Lindner,  meanwhile,  is  enjoying 
the  fruits  of  what  may  prove  to  be  a 
very  profitable  investment.  In  Janu- 
ary, when  the  company  needed  yet 
more  cash,  he  lent  it  another  $3.5 
million.  But  American  Agronomics 
says  its  groves  have  made  a  surprise 
comeback,  thanks  to  this  winter's 
mild,  wet  weather.  Appraisers  now 
assess  the  trees'  worth  at  perhaps  $44 
million,  and  the  company  could  make 
a  profit  next  year. 

Not  a  bad  gain  from  Lindner's 
quick  decision  to  put  up  $17.5  mil- 
lion. The  other  shareholders?  Unfor- 
tunately, very  little  of  American 
Agronomics'  good  fortune  will  trickle 
down  to  them.  ■ 
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The  U.S. -Mexico  border  industry  is  doing 
well.  So  why  tamper  with  a  good  thing? 


Constructive 
criticism 


By  Toni  Hack 
with  Jessica  Green baum 

There  isn't  much  to  cheer  about 
in  Mexico  these  days,  but  at 
east  one  part  of  the  economy  is 
thriving:  the  maquiladoras,  the  574  as- 
sembly plants  that  are  almost  all  U.S.- 
owned  and  situated  mostly  on  the 
border  from  Tijuana  to  Matamoros. 
These  plants,  which  assemble  compo- 
nents shipped  over  from  the  U.S.  and 
return  the  finished  product  under  spe- 
cial tariff  rules,  will  provide  Mexico 
this  year  with  at  least  124,000  jobs 
and  an  estimated  $1  billion  in  desper- 


ately needed  foreign  exchange.  That's 
as  much  as  tourism  contributes. 

In  return,  inexpensive  Mexican  la- 
bor is  giving  U.S.  companies  competi- 
tive strength.  "With  the  foreign  com- 
petition we  were  facing,  we  had  to 
fight,"  says  Len  Malecki,  head  of 
carbon  resistor  manufacturing  for  Al- 
len-Bradley Co.  "We  had  to  leave 
Milwaukee  and  go  to  Mexico.  Now 
we're  the  sole  domestic  source  of 
some  of  these  resistors.  Everyone  else 
went  out  of  the  business."  Eaton 
Corp.  sells  Matamoros-made  electri- 
cal switches  to  Japan. 

Last  year's  peso  devaluations,  while 


Workers  at  Allen  -Bradley  Co.  's  carbon  resistor  plant  in  Juarez 

Jobs  and  dollars  for  Mexico,  competitive  strength  for  the  V.S. 


wiping  out  the  profits  of  many  U.S. 
operations  in  Mexico,  aided  the  ma- 
quiladoras. Labor  costs,  paid  in  pesos, 
are  less  than  $1  an  hour  now,  com- 
pared with  $1.65  last  year.  That's  be- 
low "almost  all  countries  in  Asia," 
says  Richard  L.  Bolin,  director  of  the 
Flagstaff  (Ariz.)  Institute  and  a  long- 
time proponent  of  border  industry. 

Proximity  can  be  as  important  as 
wages,  says  Ralph  W.  Smith,  whose 
subcontracting  company  makes  mag- 
netic transformers  in  Matamoros  for 
such  big  outfits  as  Texas  Instruments 
and  GTE  Corp.  "We're  in  an  industry 
where  turnaround  time  is  important," 
says  Smith.  "That's  not  compatible 
with  30  days  on  the  boat  from 
Taiwan."  In  short,  it's  a  good  partner- 
ship. "We  need  each  other,"  says 
Clark  Reynolds,  an  economist  at 
Stanford  University. 

But  after  18  years  of  the  maquila- 
dora  program,  first  negotiated  during 
Lyndon  Johnson's  and  Gustavo  Diaz 
Ordaz'  administrations,  there  are  stir- 
rings of  discontent.  On  the  U.S.  side 
of  the  border,  critics  like  Antonio  San- 
chez of  the  Amalgamated  Clothing 
and  Textile  Workers  Union  and  El 
Paso,  Tex.  Councilwoman  Alicia 
Chacon  accuse  U.S.  companies  of  ex- 
porting jobs.  Meanwhile,  in  Mexico, 
where  the  government  had  anticipat- 
ed more  high-skilled,  high-paying  jobs 
and  more  opportunity  for  Mexican 
suppliers,  there  is  resentment.  In 
Juarez  maquiladora  workers  describe 
some  of  the  assembly  operations  as 
empresas golondrinas,  swallow-compa- 
nies that  fly  away  in  the  night  leaving 
workers  unpaid.  The  women  workers, 
who  constitute  by  far  the  majority  of 
line  workers,  know  they  have  been 
hired  because,  in  the  words  of  maqui- 
ladora managers,  they're  "better  at 
hand  work"  and  "not  interested  in 
higher  pay."  The  line  worker  at  Allen- 
Bradley's  Juarez  plant  who  corrected  a 
problem  that  baffled  engineers  and 
who  is  now  an  industrial  engineer, 
thanks  to  company-paid  schooling,  is 
regarded  as  an  exception. 

Part  of  the  problem,  of  course,  is 
attitude.  Mexico  is  impatient  to  be,  if 
not  another  Japan,  at  least  a  Korea, 
Taiwan,  Hong  Kong  or  Singapore.  On 
the  U.S.  side,  social  critics  who  never 
question  the  Asian  labor  that  pro- 
duces the  low-price  garments  in  Sears 
or  K  mart  take  umbrage  when  that 
labor  is  close  by  and  visible. 

But  calling  the  problem  one  of  atti- 
tude is  not  to  dismiss  it.  It  may  very 
well  be  past  time  that  the  maquila- 
doras became  something  more  than 
solely  low-wage,  low-skilled  oper- 
ations. Joseph  Grunwald,  an  econo- 
mist with  the  Brookings  Institution, 
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MORE  PROFITS  ARE  LOST 

ON  THE  HIGHWAY 
THAN  IN  THE  FACTORY. 

Your  factory  may  be  a  model  of  effi- 
ciency. But  as  soon  as  your  raw  materials 
or  finished  goods  enter  the  distribution 
pipeline,  you  could  be  losing  some  of 
those  hard-earned  profits. 

Distribution  represents  about  25%  of 
the  total  manufacturing  cost.  And  although 
deregulation  has  made  it  more  complex, 
it  has  also  created  opportunities  to  reduce 
these  costs  dramatically,  both  inbound 
and  outbound. 

Leaseway  Transportation  is  a  distri- 
bution expert.  We  respond  to  your  prob- 
lems with  creative  solutions  and  cost-efficient  answers. 

We  helped  a  major  retailer  design  a  consolidation  and  distribution 
service  that  is  as  fast  as  air  freight  but  costs  substantially  less. 

The  creation  of  Leaseway  Express  is  another  example.  It  gives  our 
less-than-truckload  freight  customers  lower  rates.  A  simplified  pricing 
structure.  And  on-time  delivery. 

Our  technology  leads  the  industry.  With  computer  models  that  tap 
your  network's  full  potential. 

We'll  use  them  to:  •  Tell  you  whether  common  carriage,  contract 
carriage  or  Full  Service  Leasing  is  right  for  your  company  •  Analyze  your 
channels  of  distribution  •  Balance  load  units  by  lane  •  Design  the  type  of 
vehicles  best  suited  to  your  needs  based  on  mileage,  weight  levels,  type 
of  terrain  and  location  •  And  possibly  reduce  fleet  size. 

And  if  it's  more  profitable  to  own  your  own  fleet,  we'll  tell  you  that,  too. 
We're  easy  to  work  with.  We'll  give  you  straight  talk,  expert  advice.  And 
help  make  your  distribution  system  the  most  efficient  it  can  possibly  be. 

Stop  letting  profits  slip  through  your  fingers.  Call  Tom  Devine  at 
800-321-8970.  In  Ohio,  216-464-3300. 


Leaseway  Transportation 

3700  Park  East  Drive  Cleveland  OH  44122 


There's  no  question  about  it. 

You  should  buy  the  IBM  Series  III  Copier/Duplicator 
Model  60  because  it  costs  a  lot  less  than  comparable  cop- 
iers. You  can  either  rent  or  lease  one  at  attractive  rates,  too. 

And  you  should  buy  the  Model  60  because  its  advanced 
design,  including  an  IBM  microprocessor,  helps  keep  it 
running  smoothly  and  productively.  So  you  get  high- 
quality  copies  along  with  all  these  features: 

A  manual  document  feed  for  making  copies  from  bulky 
items  like  books. 

A  semi-automatic  document  feed  for  making  copies 
from  one  or  many  originals. 

An  optional  automatic  document  feed  for  copying  up  to 
50  originals.  (You  can  add  it  or  our  optional  reduction  fea- 
ture, or  both,  right  in  your  office.) 

Automatic  duplexing  for  copying  on  front  and  back. 

Job  interrupt  which  allows  small  jobs  to  interrupt 
big  jobs. 

And  a  collator  that's  available  in  20-  or  40-bin  sizes. 

The  Model  60  performs  tasks  at  the  press  of  a  button. 
And  at  the  press  of  several  buttons,  it  can  even  combine 
tasks. 

To  arrange  for  a  free  demonstration  of  the  IBM  Series  III 
Model  60,  call  your  local  IBM  representative  or  IBM's  toll- 
free  number.  Or  clip  the  coupon. 

In  the  meantime,  will  you  find  any  other  copier  that  can 
match  the  Model  60s  reliability,  features  and  price? 

No. 


IBM  Series  III  Copier/Duplicator  Model  60 

Write  today  to  IBM,  DRM,  Dept.  OP  7,  400  Parsons  Pond  Drive, 
Franklin  Lakes,  New  Jersey  07417. 

□  Please  send  me  more  information. 

□  Please  have  an  IBM  representative  call  me  to  arrange  for  a 
free  demonstration. 

NAME  TITLE  

COMPANY  


STREET  ADDRESS- 
CITY  


BUSINESS  PHONE. 


I  -J 

Call  IBM  Direct 

1  800  631-5582,  Kxl.  7.  In  I  lawaii/Alaska  1  800  526-2484  Kx(.  7. 


says  U.S.  manufacturers  should  take 
the  initiative  in  bringing  in  Mexican 
partners  and  offering  technical  aid  to 
potential  suppliers.  "It's  crucial," 
says  Grunwald,  "because  in  the  long 
term,  if  this  activity  remains  an  en- 
clave, it  will  become  more  and  more 
politically  unpopular." 

What  can  be  done?  A  recognition 
that  the  U.S.  and  Mexican  economies 
are  far  more  integrated  than  we  admit 
would  be  helpful,  says  Stanford's 
Clark  Reynolds,  who  directs  the  U.S.- 
Mexico Project  on  Economic  and  So- 
cial Relations.  "It's  in  the  interests  of 
both  countries  to  create  a  regulatory 
framework — not  totally  free  trade, 
but  not  the  levels  of  protection  we 
have  now — for  a  step-by-step  pooling 
of  markets,"  he  says.  Reynolds  sug- 
gests bilateral  discussions  to  explore, 
industry  by  industry,  how  production 
might  be  shared.  Any  final  trade 


agreement  should  include  exchange- 
rate  provisions  and  "some  assurance 
to  both  parties  that  once  they  begin  to 
invest  in  both  markets,  the  door 
won't  be  slammed." 

But  if  governments  are  thinking 
about  such  changes,  the  private  sector 
is  already  moving  on  them.  Eaton 
Corp.  is  actively  seeking  a  Mexican 
company  to  do  metal  stamping  or  pro- 
vide plastic  or  wire;  Eaton  is  willing 
to  supply  molds,  machinery  and  tech- 
nical expertise.  And  General  Elec- 
tric's  14  tnacjuiladoras  are  developing 
naturally  into  self-sufficient  and  in- 
novative Mexican  companies.  Edward 
M.  Nicoletta,  who  runs  GE's  lamp 
assembly  plant  in  Juarez,  explains: 
"The  original  concept  was  straight  as- 
sembly— a  work  table,  some  wooden 
benches,  and  you  attach  Part  A  to  Part 
B.  No  technology.  After  about  seven 
years  of  this  we  realized  the  capability 


was  there  to  come  close  to  the  same 
operations  we  have  anywhere  else. 
Now  many  of  our  Mexican  plants 
manufacture  the  parts  to  assemble. 
The  third  step,  as  I  see  it,  is  a  com- 
plete integration  into  Mexico,  buying 
from  and  selling  to  Mexico — if  the 
custom  laws  were  changed." 

The  bald  facts  are  that  the  two 
economies  are  intertwined.  A  healthy 
Mexico  is  the  U.S.'  best  customer. 
The  trade  surplus  with  Mexico 
reached  $3.6  billion  in  1981,  before 
the  peso  devaluations.  And  a  strug- 
gling Mexico  is  the  U.S.'  largest  sup- 
plier of  impoverished  immigrants,  an 
estimated  500,000  yearly.  Critics  of 
the  maquiladoras,  who  prate  about 
U.S.  companies  exporting  jobs,  do  not 
or  will  not  understand  the  situation. 
But  wiser  people  on  both  sides  of  the 
border  know  how  much,  now  more 
than  ever,  we  need  each  other.  ■ 


"We're  proud  of  what  we've  won" 


Life  can  be  hard  on  the  first  rung 
I  of  the  ladder.  "We  have  no  op- 
tions," says  a  26-year-old  maquila- 
dora worker  who  assembles  video- 
tape cassettes  48  hours  a  week  and 
shares  her  weekly  take-home  pay 
of  3,180  pesos  (about  $21.50) 
among  her  parents,  husband  and 
two  children.  She  and  other  wom- 
en among  Juarez'  mostly  young, 
mostly  female  maquiladora  work 
force  asked  that  names  not  be  used, 
for  fear  of  retaliation.  Each  has  as 
many  as  50  applicants  lined  up  for 
her  job. 

These  women  worry  about  lay- 
offs— one  notes  that  they  occur 
most  often  just  before  vacation  pay 
is  due — and  sickness  from  the  sol- 
vents used  to  clean  machinery  and 
materials.  "Some  women  get  nau- 
seous and  dizzy, "  says  a  2 1  -year-old 
woman  who  works  on  an  electronic 
components  assembly  line.  "They 
even  faint  on  the  line.  We've  talked 
to  the  manager  about  it,  and  they  do  nothing." 

The  complaints,  in  one  way,  are  a  sign  that  Mexico 
has  joined  the  20th-century  industrial  world:  vacation 
pay,  occupational  health  hazards.  Patterns  emerge.  Al- 
ready, in  Matamoros,  814  miles  away  in  Mexico's 
northeast  corner,  the  maquiladora  assembly  plants  (see 
story)  have  been  unionized.  This  has  meant  a  49% 
higher  cash  wage  than  in  Juarez,  and,  within  two  years, 
Matamoros  workers  will  probably  drop  from  48  hours 
to  40  hours  weekly.  The  union  is  also  considering 
asking  for  a  company-paid  basket  of  consumer  goods, 
mostly  foodstuffs. 

In  the  cash  wage  (and  other  maquiladora  operating 
expenses)  the  Mexican  government  has  a  good  thing. 
Mexican  banks  change  maquiladora-impoited  dollars 
at  the  controlled  rate,  now  about  110  pesos  per  $1.  But 


At  work  on  a  maqui 
Taking  home  $21 


$1  is  worth  148  pesos  on  the  mar- 
ket, and  the  difference  goes  to  the 
government-owned  central  bank, 
Banco  de  Mexico.  (This  is  what  the 
law  requires;  in  practice  some  ma- 
quiladoras illegally  buy  their  pay- 
roll pesos  at  the  free  rate.)  For  its 
part,  the  Mexican  government  sub- 
sidizes food  staples  so  that  66- 
peso-per-hour  workers  can  afford 
to  buy  them. 

Such  calculations  in  high  places 
are  far  from  the  daily  concerns — 
some  poignant,  some  brave — of  the 
women  working  in  Juarez.  These 
women  may  be  their  families'  sole 
support,  and  often  they  make  more 
than  employed  husbands,  fathers 
and  brothers.  "Sometimes  they  try 
to  take  vengeance  on  us,"  says  the 
electronics  assembler,  whose  pay- 
check helps  support  eight  people. 
"They  think  our  work  is  the  cause 
of  their  unemployment." 
  The  women  are  conscious  of  op- 
portunity. A  woman  who  sorts  coupons  for  a  clearing- 
house, a  dreary,  low-skilled  job,  cites  a  worker  at  her 
plant  who  worked  up  to  computer  operations  and  then 
got  a  better  job  at  a  Mexican  bank.  Sometimes  they 
give  opportunity  to  others.  "The  majority  of  the  wom- 
en who  work  at  the  maquiladoras  work  to  send  their 
brothers  to  school,"  says  one.  Going  to  school  them- 
selves is  harder.  "We're  so  tired  we  just  want  to  go 
home  and  go  to  bed,"  she  says. 

Building  a  better  life?  Most  of  the  women  Forbes 
interviewed  said  they  wouldn't  quit  even  if  they  could. 
"We  couldn't  go  back  to  not  working,"  says  the  elec- 
tronics assembler.  The  woman  from  the  videotape  cas- 
sette plant  agrees:  "We're  proud  of  what  we've  won, 
even  if  we  don't  make  more  money."  Something  pow- 
erful is  at  work  on  the  Mexican  border. — J.G. 


ladora  assembly  line 
.50  a  week. 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels .  rf^i  m  (f^&r 

Plus,  you  get  Guest  Quarters'  answer  to  room  ^Lllliljllffi^^lll 
service:  Suite  Service.  We  can  serve  you 
a  gourmet  dinner,  cater  your  party  or 


meeting,  right  in  your  suite.  We 
can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find 
out  for  yourself  why  so  many 

people  who  have  never 
stayed  at  Guest  Quarters 

before,  will  never  stay 
anyplace  else  again. 


THE  ALL  SUITE  HOTELS 


Call  toll  free 

800  424-2900 

In  Washington.  DC,  call  861-6610 
or  call  your  travel  consultant 


WASHINGTON,  DC  HOUSTON,  TX      ATLANTA,  GA 

801  New  Hampshire  Ave.  N.W.  5353  Westheirmer  Rd        111  Perimeter  Center  West 

2500  Pennsylvania  Ave.  N.W  2929  Post  Oak  Blvd.        7000  Roswell  Rd 

ALEXANDRIA,  VA  GREENSBORO,  NC 

100  S.  Reynolds  St.  5929  W.  Friendly  Ave 


The  Up  &  Comers 


How  Kenneth  McCrady  of  Ennis  Business 
Forms  learned  there  s  no  place  like  home. 


Return 
of  the  native 


By  Toni  Mack 


Ennis  Business  Forms  reminds 
you  of  the  country  boy  who 
went  off  to  the  big  city,  only  to 
learn  that  life  back  home  was  better. 

Seven  years  ago  Kenneth  A. 
McCrady,  Ennis'  chief  executive,  for- 
sook his  established  small-town  mar- 


ket to  pursue  faster  growth  in  com- 
puter-forms sales.  "We  said,  if  we're 
going  to  be  a  major  force  in  business 
forms,  we've  got  to  go  to  the  major 
metro  areas,  where  the  computers 
are,"  says  McCrady,  a  mustached,  to- 
bacco-chewing Texan.  "We'll  cut 
prices,  promise  delivery,  do  whatever 
we  have  to  do."  But  Ennis  was  a  small 


fish  in  the  $4.5  billion  forms  industry, 
and  the  company  got  tromped  on. 
"That's  when  we  sat  down  and  decid- 
ed this  ain't  the  right  ball  game," 
McCrady  drawls. 

The  right  ball  game,  as  it  turned 
out,  was  to  be  found  in  places  such  as 
Novelty,  Ohio  and  Puyallup,  Wash. 
By  hawking  sales  books,  "snap-a- 
part" forms  and  restaurant  checks 
through  dealers  in  the  countryside, 
McCrady  has  raised  per-share  earn- 
ings by  413%  in  the  past  five  fiscal 
years  on  a  mere  40%  growth  in  rev- 
enue. Return  on  equity  has  averaged 
22%.  Ennis'  7.4%  net  margin  is 
among  the  best  in  the  industry. 

"A  lot  of  our  dealers  do  $1,000  or 
less  a  year  with  us,  and  that's  fine," 
says  McCrady,  feet  propped  on  his 
desk.  Ennis'  average  order  totals  only 
$400,  which  buys  a  six-month  supply 
of  forms  for  customers  such  as  Doty's 
Furniture  of  Kosciusko,  Miss.  Hand- 
ling wee  orders  is  costly.  It  can  take 
45  minutes  to  set  a  printing  press  for  a 
5-minute  run.  But  Ennis'  small  cus- 
tomers escape  the  notice  of  industry 
leaders,  including  Moore  Corp.,  Stan- 
dard Register  and  Wallace  Computer. 


Kenneth  A.  McCrady,  chief  executive,  with  a  few  examples  of  Ennis  Business  Forms'  output 

Small-town  customers,  such  as  Doty's  Furniture,  Kosciusko,  Miss.,  escape  the  notice  of  Ennis'  competitors. 
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Those  suppliers  field  batteries  of 
salesmen.  But  Ennis  sells  through 
dealers  only.  Most  are  printers,  sta- 
tioners and  paper  jobbers  who  peddle 
forms  as  a  sideline.  The  dealers  spare 
Ennis  the  cost  of  sending  salesmen 
through  sparsely  populated  country, 
and  small-town  dealers  more  easily 
win  the  custom  of  small-town  busi- 
ness proprietors.  A  typical  Ennis  deal- 
er, says  Robert  L.  Mitchell,  vice  presi- 
dent-sales, "is  active  in  the  Boy 
Scouts.  He  goes  to  your  church.  He's  a 
member  of  the  community.  When 
you  buy  from  him,  you  know  whom 
you're  dealing  with." 

And  by  selling  through  dealers 
only,  Ennis  commands  dealer  loyalty. 
The  dealers  don't  have  to  worry  about 
Ennis  salesmen  tackling  their  cus- 
tomers. "If  a  company  has  both  deal- 
ers and  direct  salesmen,  I  don't  even 
want  to  talk  to  them,"  says  Marion 
Perkins,  whose  Ruston  (La.)  Office 
Supply  has  sold  Ennis  forms  for  20 
years.  "The  salesmen  may  try  to  un- 
dercut me." 

Oneita  Riggs  of  Riggs  Advertising 
Supply  in  Alva,  Okla.  (pop.  6,450)  has 
done  business  with  Ennis  since  1954. 
"Because  they're  faithful,  that's 
why,"  she  says.  "You  can  depend  on 
them.  If  someone's  faithful,  you  stay 
with  them." 

Says  Bill  Furth,  a  purchasing  agent 
for  Kemske  Paper  Co.  of  New  Ulm, 
Minn.:  "If  a  customer  calls  and  says 
he  just  ran  out  of  forms,  I  can  call 
down  to  the  De  Witt,  Iowa  plant  and 
talk  to  the  manager — very  seldom  can 
you  talk  to  the  top  man  like  that — and 
there's  a  75%  or  better  chance  he'll 
move  up  the  shipping  date.  Nobody 
has  adjusted  their  production  sched- 
ule for  us  as  much  as  Ennis." 

On  the  other  hand,  when  times  are 
tough,  dealers  hustle  their  main  lines 
harder,  to  the  detriment  of  their  Ennis 
sidelines.  So  in  fiscal  1983,  ended  Feb. 
28,  Ennis'  earnings  of  $7,202,000 
amounted  to  an  increase  of  only  6%  a 
share,  to  $3.60,  on  sales  of 
$90,933,000. 

For  McCrady  and  his  company,  the 
small-town  market  is  a  natural.  The 
company's  hometown,  Ennis,  Tex. 
(pop.  12,900),  hugs  the  prairie  30  miles 
south  of  Dallas.  It's  an  easygoing  place 
where  McCrady,  who  grew  up  on  a 
farm  a  few  miles  west,  can  farm  and 
raise  "mighty  cute"  quail  to  train  his 
bird  dogs.  An  accountant  by  training, 
McCrady,  52,  was  a  partner  in  Peat 
Marwick's  Dallas  office  when  Ennis 
Business  Forms  hired  him  in  1970  as 
chief  financial  officer.  He  became 
chief  executive  the  following  year. 

McCrady  pushes  productivity.  Six 
years  ago  he  began  testing  his  adapta- 


OMEGA 

WHEN  YOU  CAN  HAVE 
WHATEVER  YOU  WANT 


Introducing  the 
Omega  Manhattan. 
The  finest  Swiss  quartz 
chronometer  money 
can  buy. 

Water-resistant. 
In  stainless  steel  and 
gold,  18K  gold, 
or  stainless  steel. 

To  find  out  where 
you  can  acquire  one, 
write  to  us.  We're  at 
301  East  57th  Street, 
New  York,  N.Y.  10022. 

Two  floors  above 
Rolls-Royce. 


O 
OMEGA 


In  Canada,  write  to:  Omega  Watch  Company  (Canada)  Ltd./Ltee., 
70  Wynford  Drive,  Don  Mills,  Ontario  M3C  1J9. 
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tion  of  an  obscure  productivity  pro- 
gram known  as  the  Scanlon  Plan.  It 
works  this  way:  If  labor  costs  run,  say, 
30%  of  sales,  and  plant  workers  bring 
that  down  to  25%,  they  get  half  the 
savings.  In  a  test  plant,  productivity 
rose  33%  in  three  years.  McCrady 
now  has  the  plan  in  all  but  one  of  his 
forms  plants,  but  he  has  trouble  mak- 
ing it  work  when  sales  are  slow:  "You 
can't  get  people  to  work  harder  to  get 
laid  off,"  he  says. 

Ennis  still  gets  about  30%  of  its 
revenues  from  big-city  markets,  sell- 
ing    through     professional  forms 


brokers.  But  it  mostly  refuses  price 
breaks  and  special  delivery  schedules, 
and  it  confines  itself  to  turf  that  the 
big  boys  aren't  going  to  get  combative 
over,  such  as  sales  books.  "Most  of 
the  major  companies  don't  even  make 
them  anymore,  because  it's  probably 
a  declining  market,"  says  McCrady. 
"That's  all  right.  It's  still  very  profit- 
able for  us." 

But  where's  the  growth?  In  comput- 
ers, perhaps,  especially  now  that  they 
are  increasingly  popping  up  in  small 
towns.  "Computers  are  both  a  threat 
and  an  opportunity,"  says  McCrady. 


"They  tend  to  use  a  lot  more  forms, 
but  they  displace  a  lot  of  other  ones. 
Chances  are  we're  making  the  form 
that's  being  displaced."  Yet  he's  bet- 
ting on  opportunity:  Ennis'  new  $3 
million  plant,  its  twelfth,  makes 
nothing  but  computer  forms. 

If  McCrady  finally  gets  to  ride  high 
in  the  computer  market,  it  won't  be 
because  he  blindly  sought  what's  hot. 
He  will  owe  his  success  to  having 
pampered  his  customers  so  that  they 
will  buy  computer  forms  from  Ennis. 
Down  in  the  heartland's  towns,  Ennis 
is  prepared  for  a  long  stay.  ■ 


The  Up  &  Comers 


Having  slashed  shoplifting  in  department 
stores,  can  Sensormatic  do  the  same  for 
supermarkets,  hardware  and  liquor  stores? 


Stopping 
roast  rustlers 


By  Jane  Sasseen 


Sensormatic's  Ronald  Assaf 
Shoplifting  can  be  profitable. 


Honest  citizens  are  making 
money  from  shoplifting,  too. 
Take  Sensormatic  Electronics 
Corp.  in  Deerfield  Beach,  Fla.  Sensor- 
matic, with  revenues  of  $67  million, 
has  prospered  by  selling  those  funny- 
looking  white  plastic  tags  attached  to 
high-ticket  items  in  department 
stores.  Sensing  devices  at  store  exits 
detect  a  tag  on  an  item  carried  out  of 
the  store,  which  discourages  shoplift- 
ing. Only  a  store  employee  can  re- 
move the  tags  without  ruining  the 
merchandise,  and  the  system  has  re- 
duced shoplifting  by  as  much  as  70%. 

But  there  are  only  so  many  shoplift- 
ers and  so  many  department  stores 
willing  to  pay  the  $35,000  that  an 
average  sensing  system  costs,  and 
Sensormatic,  with  75  of  the  100  larg- 
est department  store  chains  as  cus- 
tomers, already  dominates  the  mar- 
ket. What  to  do  for  an  encore?  The 
company's  new  market  is,  literally, 
the  supermarket.  Surveillance  sys- 
tems have  only  slowly  followed 
thieves  into  grocery  outlets,  and  su- 
permarkets now  lose  about  $1  billion 
a  year  to  shoppers  who  stroll  away 
with  hams  or  rump  roasts  hidden  by 
bulky  clothing.  Ronald  Assaf,  47, 
president  and  chairman  of  Sensormat- 
ic, expects  to  do  enough  business  with 
supermarkets  to  permit  Sensormatic 
to  grow  about  30%  a  year,  only  a  little 
less  than  its  past  average. 

So  far,  about  350  SensorGate  sys- 
tems are  in  35  stores,  and  Assaf  says 
losses  have  shrunk  by  50%  to  60%. 
Grocers  attach  magnetically  sensitive 
labels  to  high-priced  items.  At  cash- 
iers' stations,  clerks  put  legitimate 
purchases  right  into  grocery  bags,  by- 
passing the  sensor.  But  there  is  a  gate 
at  the  end  of  the  checkout  counter 
with  a  sensor  attached.  As  the  cus- 
tomer passes  through,  any  hidden 
items  will  set  off  an  alarm.  The  sys- 
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The  reluctant  CEO 


Charles  Muench  Jr.,  founder  of 
three  small  computer  compa- 
nies, said  a  year  ago  that  he 
"didn't  trust"  himself  to  run  the  com- 
panies he  started  (see  Forbes,  June  7, 
1982).  As  it  turns  out,  he  has  not 
trusted  anybody  else  for  long,  either. 
Muench  has  just  lost  his  third  presi- 
dent and  CEO  at  his  ten-year-old  In- 
telligent Systems  Corp.  And  the  new 
CEO  is  none  other  than — you  guessed 
it — Charlie  Muench. 

The  latest  departure  is  that  of  Peter 
Cumin.  He  left  when  ISC,  a  maker  of 
colorgraphic  computer  terminals  and 
software  in  Norcross,  Ga.,  merged 
with  Quadram,  a  microcomputer 
firm,  to  create  a  company  with  esti- 
mated fiscal  1983  (ending  May  31) 
sales  of  $35  million,  up  43%. 

"Peter  had  a  very  conservative 
management  style  that  differs  with 
Quadram,"  says  Muench,  46.  "He  saw 
the  difference  quicker  than  I  did  and 
felt  he  wouldn't  have  been  able  to 
work  with  Quadram  because  of  their 
aggressive  marketing  strategy." 

It  may  have  sharpened  Cumin's 
perception  to  learn  that  the  two  heads 
of  Quadram,  now  ISC  principals, 
owned  30%  of  ISC's  stock  after  the 
merger  and  could  easily  veto  any  of 


Cumin's  decisions. 

As  conservative  as  Cumin  may 
have  been,  the  parachute  with  which 
he  bailed  out  of  ISC  was  colored  gold. 
He  left  with  a  comfortable  settlement 
of  $345,000. 

Muench  is  now  running  ISC  as 
chief  executive  with  three  divisional 
presidents  reporting  to  him.  "I  still 
don't  like  the  day-to-day  operating  de- 
cisions," Muench  says.  "I'm  an  ex- 
treme delegator  and,  with  three  divi- 
sions, I  have  the  ability  to  delegate." 

Especially  in  smaller  companies, 
high  executive  turnover  doesn't  nec- 
essarily mean  poor  management. 
After  a  poor  first  half,  ISC  seems  like- 
ly to  report  stronger  sales  and  bigger 
earnings  for  the  year,  with  a  little  help 
from  Quadram.  Muench,  an  engineer 
who  saw  the  need  for  sophisticated 
graphics  for  low-priced  computers,  is 
an  idea  man,  not  a  professional  man- 
ager. He  has  relied  on  a  financial  whiz 
to  shore  up  his  balance  sheets  and  on 
a  marketing  pro  to  expand  the  busi- 
ness. Yet  Muench  has  always  re- 
mained on  top  as  a  "delegator."  Under 
the  circumstances,  his  hired  guns 
have  looked  on  their  tenures  as  some- 
thing less  than  long-term  leases. 

Wisely,  too. — Jayne  A.  Pearl 


While  the  sun  still  shines  . . . 


tem  works  much  like  the  metal  detec- 
tors at  airports. 

The  gate,  however,  costs  about 
$4,000  to  buy  or  $100  a  month  to 
lease;  the  average  U.S.  supermarket 
would  require  ten  gates.  Then  there 
are  the  labels  at  around  3  cents  apiece 
and  the  labor,  about  15  man-hours  a 
week,  to  apply  them  to  goods.  The 
cost  does  limit  the  market.  Ronald 
Cooke,  director  of  loss  prevention  for 
Maryland-based  Giant  Food,  esti- 
mates about  25%  of  the  chain's  stores 
could  cut  losses  enough  to  make  in- 
stalling the  system  profitable.  Big  sav- 
ings come  in  other  security  costs. 
Where  Giant  Food  has  tested  the 
gates,  Cooke  says,  the  chain  has  re- 
duced its  security  force  by  80% . 

Consider  also  one  more  bit  of  basic 
grocery  store  arithmetic.  Net  profit 
averages  slightly  under  1  %  of  sales  for 
supermarkets.  Yet  the  stores  lose  an 
average  0.5%  to  shrinkage.  Even  a 
small  reduction  in  theft  measurably 
increases  profit  margins. 

Sensormatic's  technology,  more- 
over, can  work  in  any  kind  of  retail 
establishment.  Assaf  has  his  eye  par- 
ticularly on  hardware  and  liquor 
stores  and,  outside  retailing,  "anyone 
who  loses  products,"  he  says.  Compa- 
nies that  use  computer  tape,  for  exam- 
ple, or  that  manufacture  cameras  or 
videocassettes. 

Further  afield,  Assaf  envisions  Sen- 
sormatic  in  the  entire  business  of  in- 
ventory control  as  a  one-stop  shop  for 
loss  prevention.  Sensormatic  is  nego- 
tiating to  buy  a  closed-circuit  televi- 
sion camera  company,  and  Assaf  in- 
tends to  buy  and  remarket  computer 
terminals  used  by  grocery  and  hard- 
ware stores  to  keep  track  of  stock.  In 
other  words,  he  wants  to  sell  you  the 
terminals  to  count  your  goods,  the 
cameras  to  watch  your  employees  un- 
load them  and  the  surveillance  sys- 
tems to  make  sure  your  customers 
don't  walk  away  with  the  store. 

Assaf,  who  once  managed  a  grocery 
store  in  Akron,  Ohio,  can  easily  afford 
to  diversify.  He  is  sitting  on  $60  mil- 
lion in  cash  and  will  have  little  debt 
after  he  converts  $50  million  in  bonds 
into  common  stock  this  summer. 
Wall  Street,  for  a  change,  has  re- 
mained high  on  the  stock,  even  during 
last  year's  wimpy  market.  Sensormat- 
ic recently  traded  at  37  times  earn- 
ings. "This  is  a  company  that  makes 
very  few  mistakes,"  says  John  Wester- 
gaard,  president  of  Equity  Research. 
"They've  always  produced  more,  and 
better,  than  even  an  optimist  could 
have  expected."  Good  reason  to  look 
for  success  as  Sensormatic  tries  to 
steal  away  with  another  barely 
touched  market.  ■ 


When  we  started,"  says  Har- 
vey Anderson,  "there  were 
62  companies  listed  in  the 
Yellow  Pages  under  'solar.'  We're  the 
only  one  of  those  still  in  business." 
The  Yellow  Pages,  it  should  be  noted, 
covered  only  Contra  Costa  County, 
Calif.,  near  San  Francisco.  But  the 
point  is  made.  California  has  emerged 
as  the  solar  capital  of  the  country,  and 
competition  among  the  1,500  dealers 
there  has  been  savage.  Servamatic  is 
the  true  toughie.  In  four  years  its  sales 
have  climbed  to  about  $30  million, 
close  to  10%  of  the  California  solar 
market. 

Servamatic  has  performed  splendid- 
ly even  while  OPEC,  whose  roar  sent 
folks  scurrying  for  roof  collectors  in 
the  first  place,  lately  has  purred  like 
the  sweetest  pussycat  you  ever  saw. 
And  Servamatic  even  lacks  an  edge  in 
technology,  except  perhaps  for  its 
technology  in  packaging  and  selling. 

People  in  the  solar  business  call  Ser- 
vamatic's  storage  collector  a  bread 
box.  It  looks  a  bit  like  two  giant  boxes 
topped  by  plastic  domes.  The  insulat- 
ed boxes  house  20  gallons  of  water 
each.  Reflectors  on  which  the  boxes 
are  mounted  help  sunlight  heat  the 


water,  which  flows  into  a  convention- 
al hot-water  heater  for  household  use 
with  little  or  no  additional  heating. 

Packaging  and  marketing  have  sold 
the  system,  but  Servamatic  will  soon 
have  to  work  at  that  even  harder,  as 
federal  and  state  tax  credits  for  ener- 
gy-saving installations  may  expire. 
That  could  make  the  prospects  for 
Servamatic  and  other  solar  businesses 
cloudy. 

But  Anderson  understands  selling. 
He  sold  stereo  systems  for  5  years  and 
water  conditioners  for  14,  and  door- 
to-door,  unsolicited,  at  that.  At  Serva- 
matic he  screens  prospects  by  phone 
or  mail  questionnaire.  A  positive  re- 
sponse wins  a  householder  a  visit 
from  one  of  Servamatic's  220  fervent 
hustlers.  The  pitch  takes  two  hours 
and  in  35%  of  the  calls  clinches  a  sale. 
That's  a  high  score.  But  Servamatic 
warrants  its  system  for  ten  years,  of- 
fers five-year  financing  and  pays  its 
salesmen  commissions  only.  Califor- 
nia's public  utilities  have  helped 
some,  too.  Pacific  Gas  &  Electric,  for 
example,  recently  jacked  up  rates  by 
17%.  Still,  customers  end  up  buying 
mostly  because  of  income  tax  credits, 
which  effectively  lop  $2,200  off  the 
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cost  of  a  $4,000  Scrvamatic  system  in 
California. 

Financing  its  sales  offers  little  risk. 
Servamatic  sells  its  consumer  install- 
ment notes  to  Household  Finance  or 
Finance  America  without  recourse 
(the  notes  are  secured  by  a  lien  on  the 
customer's  home)  and  pockets  its 
money  five  days  later.  About  the  same 
time,  it  takes  delivery  of  the  bread  box 
components  from  its  suppliers  and  as- 
sembles them  in  an  afternoon  at  the 
customer's  home,  eliminating  inven- 
tory costs.  All  of  which  leaves  Serva- 
matic's  balance  sheet  practically 
squeaky  clean  of  debt,  while  it  posted 
a  7%  net  margin  and  about  $2  million 
in  earnings  for  the  fiscal  year  that 
ended  in  April. 

This  has  Anderson  expanding  into 
multifamily  housing  and  making 
plans  to  go  into  Arizona,  New  Mexico 
and  Colorado,  whose  legislators'  sun- 
ny outlook  on  solar  energy  sometimes 
gives  homeowner  credits  equal  to 
over  70%  of  the  purchase  price 

But  that  figure  includes  federal  tax 
breaks  of  40%  that  are  due  to  expire  in 
two  years.  Cash-starved  California  is 
scheduled  to  eliminate  what  is,  in  ef- 


feet,  a  15%  credit  in  December.  And 
those  tax  breaks  are  vital  to  the  sell- 
ing job. 

Anderson  thinks  gas  prices  will 
have  risen  enough  within  two  years 
for  his  bread  boxes  to  sell  without  tax 
credits.  Gas  prices  must  go  up  a  lot,  in 


fact,  for  solar  heating  systems  to  cre- 
ate cost  savings  sufficient  to  offset 
vanishing  tax  subsidies.  Anderson 
meanwhile  intends  to  cover  as  many 
roofs  as  possible  with  his  bread  boxes. 
It's  a  matter  of  making  hay  while  the 
sun  shines. — Ellyn  Spragins 


"We  changed  the  contract" 


T|  he  statistics  are  scary  enough: 
somewhere  in  America,  a  vio- 
lent crime  every  24  seconds,  a 
robbery  every  55  seconds  and  a  fire 
every  10  seconds. 

New  York-based  AFA  Protective 
Systems  Inc.  takes  a  provincial  view 
of  the  crime  and  fire  market.  AFA, 
with  just  $17  million  a  year  in  sales, 
has  stuck  close  to  home.  It  does  busi- 
ness only  in  the  Boston-to-Philadel- 
phia  corridor.  But  there's  enough  vio- 
lence and  destruction  there  to  provide 
a  nice  piece  of  change  for  an  honest 
watchman.  AFA's  sales  have  doubled 
since  1977,  while  the  company  has 
averaged  a  22%  return  on  equity  with 
little  debt.  The  success  of  small  com- 
panies like  AFA  (formerly  Automatic 
Fire  Alarm  Co.,  founded  in  1873)  has 
kept  growth  slow  at  Pinkerton's  Inc., 
Bums  International  Security  Services 
Inc.  and  Wackenhut  Corp.,  the  indus- 


try leaders  (Forbes,  Apr.  12,  1982). 

But  the  recession  and  competition 
have  caught  up  with  AFA.  New  orders 
are  flat.  Still,  AFA  expects  to  see  an 
increase  in  sales  and  earnings  this 
year.  To  turn  the  trick,  says  Chairman 
Philip  Kleinman,  "we  changed  the 
contract." 

He  means  AFA's  standard  customer 
contract,  which  started  to  change  in 
the  late  1970s.  "We  have  a  unique 
business,"  Kleinman  says.  "There  is 
an  insatiable  demand  for  our  service, 
yet  prices  were  not  keeping  up  with 
cost  because  of  the  competition.  So 
the  first  thing  we  did  was  not  take 
new  business  just  for  the  sake  of  add- 
ing business.  We  decided  we  would 
only  do  it  at  our  price."  There  is 
enough  demand  to  allow  AFA's  high- 
er prices. 

The  standard  industry  contract  had 
a  term  of  five  years.  Kleinman  kept 
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AFA  Chairman  Philip  Kleinman 

"There  is  an  insatiable  demand/or  our  service.' 
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Kkkler,  Peabody 
offers  you  tax-free 
bonds  that 
more  than  interest. 

As  one  of  the  nation's  leading  under- 
writers of  tax-free  bonds,  Kidder, 
Peabody  is  in  a  unique  position  to 
offer  a  vast  selection  of  securities  to 
investors.  Whether  they're  seeking 
more  interest,  or  more  security. 

And  as  one  of  the  industry's 
leading  innovators,  many  of  our  offer- 
ings are  unique,  designed  to  let 
investors  take  advantage  of  the  latest 
economic  trends.  Our  highly  popular 
Compound  Interest  Bonds,  for 


instance,  give  investors  tax-free  interest 
on  tax-free  interest;  and  our  equally 
popular  Option  Tender  Bonds  yield 
high  tax-free  interest  with  protection 
against  downside  market  risk. 

If  your  holdings  are  complex 
and  you're  not  sure  which  bonds  are 
right  for  your  investment  needs  and 
tax  considerations,  call  on  a  Kidder, 
Peabody  stockbroker  to  help  you 
think  it  through.  Our  brokers  are 
accomplished  professionals,  skilled 
in  assisting  upper-income  individuals, 
whatever  their  degree  of  sophisti- 
cation. And,  because  of  Kidder's 
extensive  underwriting  commitment 
our  brokers  have  access  to  more 


municipals  than  most  of  their  counter- 
parts in  the  industry  In  addition,  they 
can  give  you  the  thinking  of  experts  in 
our  thirteen  regional  offices  who  spe- 
cialize in  local  offerings  throughout 
the  country. 

Whether  you  would  like  your 
securities  to  yield  more  interest  or 
more  security,  Kidder,  Peabody  will 
give  you  a  wide  choice  in  tax-free 
bonds.  Talk  to  one  of  our  brokers  at  an 
office  near  you. 

Hi  Kidder,  Peabody 

INCORPORATED 
U*tii<i  1865 
HB  Mrmbin  Nrw  York  J- J  Amntm  Sloik  Itikangi, 

 over  60  offices  worldwide  /  Member  SIPC  


Why  the  Mercedes-Benz  300 D 
outperforms  every  other  turbodiesel 
the  automobile  world  has  devised. 


Pistons  cooled  by  oil. .  .a  lightning-quick  automatic  shift. .  .demon  roadholding 
and  a  supple  ride.  At  $31,000,*  the  300  D  is  one  technical  feat  after  another-a  turbodiesel  apart. 
Moral:  Mercedes-Benz  automobiles  really  are  engineered  like  no  other  car  in  the  world. 


The  Mercedes-Benz  research 
car  is  a  sleek  silver  blur  as  it 
laps  the  test  circuit  at  195  miles  an 
hour-hour  after  hour  after  hour. 

Propelling  it  is  an  engine  like 
none  before:  a  three-liter,  five- 
cylinder  turbodiesel  engine,  the 
blades  of  its  turbocharger's  com- 
pressor wheel  whirling  at  1500 
revolutions  per  second,  the  crowns 
of  its  pistons  rhythmically  bathed 
in  synchronized  bursts  of  oil.  It  is 
the  most  amazing  diesel  engine 
on  wheels. 

And  it  is  virtually  identical  in 
design  to  the  engine  that  powers 
the  Mercedes-Benz  300  D  Turbo- 
diesel Sedan. 

Unsurprisingly,  perhaps, 
there  is  no  more  powerful  auto- 
motive diesel  or  turbodiesel 
engine  offered  today.  At  last,  the 
kind  of  power  and  perform- 
ance that  has  been  exhilarating 
drivers  since  the  dawn  of  the 
automotive  age-engineered  into 
a  diesel. 

The  thinking  man's  kind 
of  performance 

Meanwhile,  the  300  D's  bra- 
vura performance  is  unlikely  to 
exact  typical  performance-car 
running  costs.  As  a  diesel,  it 
could  push  your  fuel  costs  per 
5,000  miles  well  under  $200, 
based  on  average  current  $1.20 
per  gallon  diesel  fuel  prices  and  a 
33  mpg  highway  mileage 
figure.  (City  mpg  27  EPA.)** 
And  as  a  Mercedes-Benz,  it 
shares  a  name  so  coveted  by 
American  buyers  that  after  the 
first  three  years,  the  300  D  has 
been  shown  to  retain  85  percent 
of  its  original  value. 

At  $31,000,  the  300 D  is  more 
than  a  performance  sedan. 


It  is  the  thinking  man's  perform- 
ance sedan. 

Hurtling  through  the  labyrinth 

Exhilarating  as  it  may  be,  the 
300  D's  performance  is  primarily 
meant  to  help  you  cope  with 
modern  driving  life. 

Example:  Behind  the  factory 
walls,  a  Mercedes-Benz  test 
driver  hurtles  a  300  D  at  frightful 
speed  through  a  labyrinth  of 
zigzag  pylon  curves.  Frolic  is  not 
on  his  mind.  He  is  demonstrat- 
ing that  the  suspension  system  of 
the  3,585-lb.  sedan  is  tight  and 
firm  enough  to  handle  the  sud- 
den, heart-in-the-mouth  evasive 
moves  that  every  driver  sooner 
or  later  confronts. 

It  is  for  this  same  reason  that 
the  power-assisted  steering  sys- 
tem exhibits  a  near  obsession 
with  exactitude.  It  is  quick, 
clean,  crisp;  no  power-steering 
sluggishness. 

Brakes  are  not  discs  in  front 
and  drums  at  the  rear  but  discs, 
discs,  discs,  discs. 

The  300  D's  automatic  trans- 
mission is  a  four-speed,  torque 
converter  unit  capable  of  making 
shifts  a  millisecond  faster  and 
more  efficiently  than  the  canniest 
human  hand.  But  it  is  so  nicely 
placed-down  by  your  right  side, 
a  flick  of  the  wrist  away-and  so 
precise  in  action,  that  you  may 
find  manual  shifting  irresistible. 

Well-groomed  ride 

You  will  not  find  yourself  grit- 
ting your  teeth  over  every  bump 
in  the  road.  A  beautifully  control- 
led and  supple  ride  is  one  benefit 
of  the  300  D's  fully  independent 
suspension  system,  augmented 
by  ultrasensitive  dual-chambered 


oil/gas  shock  absorbers,  and 
with  front  and  rear  anti-sway 
bars  integrated  into  its  design. 

The  300  D's  cabin  affords  al- 
most 100  cubic  feet  of  interior  vol- 
ume within  a  wheelbase  of  well 
under  10  feet.  Five  adults  can 
enter  unafraid  of  cramps  or 
claustrophobia. 

One  of  its  more  elaborately  en- 
gineered elements  is  the  seats. 
The  driver's  seat,  for  example,  is 
a  58-lb.  biomechanical  support 
system,  built  on  a  foundation  of 
steel  coil  springs  under  a  sand- 
wich of  five  padded  layers. 

You  may  not  opt  to  buy  a  sin- 
gle extra-cost  option,  for  the  best 
of  reasons:  you  may  not  need  to. 
From  automatic  climate  control  to 
electronic  cruise  control,  from  a 
central  vacuum  locking  system  to 
a  four-speaker  cabin  stereo  sys- 
tem, from  electric  window  lifts 
and  heated  rear  window  and 
almost  ad  infinitum-useful 
conveniences  are  everywhere. 
And  everywhere  standard. 

Mercedes-Benz  was  patenting 
major  safety  ideas  in  1951.  The 
300  D  reflects  this  uncommon 
concern,  and  the  decades  of 
safety  research  and  development 
it  has  spurred.  It  incorporates 
120  safety  features  as  standard 
equipment. 

*Suggested  retail  price  p.o.e.  New  York. 

West  Coast  prices  slightly  higher. 
*EPA  estimate  for  comparison  purposes.  The 

mileage  you  get  may  vary  with  trip  length, 

speed  and  weather. 

©  1983  Mercedes-Benz  N.A.,  Inc.,  Montvale,  N.J. 
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selling  long-term  contracts,  but  added 
a  clause  allowing  AFA  to  raise  prices 
anytime  after  the  first  year.  Of  course, 
the  customer  always  got  an  option  to 
cancel.  "For  example,  instead  of  get- 
ting a  15%  increase  after  three  years, 
we  could  get  12%  the  first  year,  10% 
the  second  and  9%  the  third,"  Klein- 
man  says.  Instead  of  ending  up  with  a 
$180  increase  on  the  standard  $1,200 
annual  contract,  AFA  received  $411. 

So  far,  Kleinman  has  met  little  op- 
position to  his  plan.  "Most  of  our  cus- 
tomers are  landlords,"  he  says.  "They 
have  escalation  clauses  for  rent.  Our 
increases  are  factored  in."  And  AFA 
owns  the  security  devices  installed  on 
a  customer's  property.  If  a  customer 
cancels,  he  must  install  a  new  system. 
The  cost,  Kleinman  says,  usually 
would  exceed  the  cost  of  sticking 
with  AFA. 

At  present,  Kleinman's  effort  is 
working  fine.  Still,  he  observes,  "how 
long  our  customers  will  allow  us  to  do 
this  is  another  matter." 


A  CherriLawner  feeds  the  grass 
Looking  to  expand  the  turf. 


Snug  as  a  bug  in  a  rug? 

Y1  ou  might  have  predicted  disas- 
ter for  ChemLawn  as  the  reces- 
sion began.  Despite  the  com- 
pany's achievement  in  tripling  its 
sales,  over  five  years,  to  $142  million 
in  1981,  who  could  be  sure  that,  in 
hard  times,  homeowners  would  keep 
paying  $150  a  year  to  have  somebody 
like  ChemLawn  care  for  the  yard? 
Suburbanites  could  decide  to  do  the 
work  for  themselves,  and  the  Colum- 
bus company  might  head  for  the  com- 
post heap. 

Nothing  of  the  sort  happened.  For 
fiscal  1982,  ended  Oct.  31,  Chem- 
Lawn's  revenues  rose  30%,  and  prof- 
its increased  28%  to  $10  million.  In 
fiscal  1983  sales  should  exceed  $200 
million.  And  the  price  on  ChemLawn 
stock  has  increased  to  $47,  about  30 
times  last  year's  earnings. 

ChemLawn  weathered  the  reces- 
sion with  increased  advertising,  crash 
courses  to  improve  employee  market- 
ing, and  profit-sharing  to  bolster  mo- 
rale. Having  emerged  from  the  slump 
in  great  shape— ChemLawn  now  has 
an  estimated  40%  of  the  residential 
lawn  care  market — the  company  is 
branching  into  big-ticket  commercial 
sales  and  new  services.  Six  years  ago  it 
made  its  first  move,  a  logical  exten- 
sion into  tree  and  shiub  care  (Forbes, 
Sept.  17,  1979).  Now  it's  headed  into 
pest  control  and  carpet  cleaning,  too. 
It  would  like  to  become  a  corporate 
houseboy  and  exterminator  as  well  as 


the  groundskeeper  and  gardener. 

Yeah.  It  does  seem  a  little  weird. 
But  have  you  tried  to  hire  household 
help  lately?  ChemLawn's  new  chores 
fit  its  corporate  "mission,"  which 
really  involves  service  more  than  hor- 
ticulture. Specifically,  ChemLawn 
has  looked  for  services  that  are  nei- 
ther overly  complicated  nor  labor-in- 
tensive but  demanding  of  a  certain 
bedrock  expertise.  In  lawn  care,  for 
instance,  ChemLawn  neither  mows 
nor  seeds.  But  it  does  a  first-class  job 
of  fertilizing  the  fescue  and  herbicid- 
ing  the  henbane. 

William  Copeland,  vice  president- 
finance,  thinks  the  two  new  business- 
es will  fit  in  well.  ChemLawn  will 
charge  householders  around  $70  to 
clean  several  rooms  of  wall-to-wall 
carpeting.  Of  course,  the  ChemLawn 
customer  could  rent  equipment  to 
clean  his  own  carpets,  but  then  he 
could  fertilize  his  own  lawn,  too.  He 
doesn't.  He  hires  ChemLawn. 

Controlling  bugs  and  sanitizing  car- 
pets are  services  that,  like  lawn  care, 
require  repetition,  so  future  business 
seems  assured.  The  services  also  rely 
on  the  salesmanship  of  the  servicers, 


an  important  element  in  Chem- 
Lawn's success.  "We  don't  have  some 
people  making  all  the  promises  and  a 
bunch  of  others  trying  to  live  up  to 
them,"  says  Copeland.  If,  then,  the 
markets  are  new,  the  success  formula 
is  proven:  You  make  a  promise  and 
you  keep  it. 

Yet,  in  pest  control,  ChemLawn 
faces  established  competition  not 
only  from  local  exterminators  but 
also  from  a  few  national  outfits  such 
as  Orkin  and  Terminix.  ChemLawn's 
big  weapon  is  its  marketing  expertise 
and  its  existing  list  of  1.2  million  sat- 
isfied residential  and  commercial 
lawn  care  customers;  80%  of  them 
renew  the  service. 

ChemLawn  will  finance  the  new 
business  lines  with  retained  earnings. 
The  new  ventures  will  share  existing 
office  space. 

Management,  which  recently  con- 
vinced stockholders  to  approve  stiff 
antitakeover  provisions,  certainly  has 
no  intentions  of  selling  out.  "If  you 
saw  the  company  growing  like  it  is," 
says  Copeland,  "what  would  be  the 
advantage  of  joining  up  with  someone 
else?" — Laura  Saunders 
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If  costs  are  dropping  faster  than  prices, 
obviously  you  are  making  money.  Thats 
why  there  are  good  deals  around  in  oil. 

The  case 
for  drilling 
partnerships 


By  Jean  A.  Briggs 


Wl  ant  to  buy  a  partnership  in 
an  oil  drilling  fund?  Before 
you  say  no,  consider  this: 
Drilling  funds  may  be  better  deals  to- 
day than  in  1980-81,  when  they  were 
hot.  They  may  be  very  good  deals. 

True,  the  price  of  oil  is  down  from 
$34  per  barrel  to  $29,  but  the  cost  of 
finding  a  barrel  is  down,  too.  In  1981 
it  cost  about  $14  to  find  a  barrel  of  oil. 
Today  it  costs  about  $9,  a  35%  drop. 

An  industry  shakeout  has  improved 
investors'  chances.  Careful  investors 
have  always  shunned  financially 
weak  companies,  but  now  there  are 


fewer  of  these.  Nearly  a  dozen  compa- 
nies are  no  longer  in  the  business  of 
selling  oil  partnerships,  and  in  the  last 
six  months  three  have  filed  for  bank- 
ruptcy. You  still  need  to  check  out 
your  general  partner  very  thoroughly, 
but  he  is  more  likely  than  previously 
to  be  financially  sound. 

Furthermore,  when  his  drillers  go 
out  to  work,  they  will  drill  his  best 
prospects.  Since  the  amount  of  money 
coming  into  the  business  is  a  flow, 
not  a  flood,  they  can't  drill  every  pros- 
pect in  hand.  Then,  too,  the  people 
out  there  doing  the  drilling  are  all 
professionals.  "The  high  school  kids 
who  were  getting  $1 1  an  hour  to  oper- 


ate the  machinery  are  now  back  in 
high  school,"  says  Lawrence  Winston, 
chief  executive  of  Quinoco  Resources 
and  former  head  of  E.F.  Hutton's  tax 
shelter  department. 

Another  point:  Information  avail- 
able to  investors  is  better  now  than  it 
used  to  be.  You  don't  have  to  rely 
solely  on  your  broker  or  on  unfathom- 
able SEC-required  prospectuses.  For  a 
few  hundred  deductible  dollars  you 
can  buy  a  service  such  as  Investment 
Briefs  (published  by  Investment 
Search  in  Annapolis,  Md.),  in  which 
former  oilman  Arthur  Jerrold  King 
and  his  staff  analyze,  compare  and 
rate  programs. 

What  about  the  price  of  oil?  What 
will  it  be  three  years  from  now  when 
any  successful  wells  your  partnership 
drills  are  ready  to  produce? 

The  honest  answer  is:  Nobody 
knows.  They  did  not  know  in  peak 
year  1981,  either,  when  projections 
showed  oil  prices  escalating  continu- 
ously. But  unless  prices  relentlessly 
continue  to  fall,  investors  aren't  like- 
ly to  suffer.  If  they  go  up — not  beyond 
the  realm  of  possibility — investors 
will  gain  that  much  more. 

True,  you  don't  need  shelter  as 
much  as  you  once  did.  The  maximum 
tax  rate  is  now  50%,  not  70%,  but  if 
your  recent  experience  with  your 
1040  has  made  you  long  to  pay  fewer 
tax  dollars,  you  might  consider  an  oil 
deal.  The  economics  are  probably  bet- 
ter than  ever.  ■ 


Income  programs  are  hot:  caution 


W'  hen  investors  began  to  lose  interest  in  oil  and  gas 
drilling  funds,  resourceful  brokers  started  selling 
oil  and  gas  income  funds.  In  1982  the  number  of  dollars 
raised  increased  from  $810  million  to  $1.3  billion,  and 
so  far  in  1983  the  number  of  outfits  in  the  business  has 
increased  from  14  to  34. 

Who's  buying  income  funds  and  why?  Quinoco's 
Larry  Winston  explains  that,  from  the  seller's  point  of 
view,  the  idea  was  to  use  the  limited  partnership  form 
but  to  come  up  with  something  appropriate  for  people 
who  are  not  yet  in  the  50%  bracket.  "In  1980  only  4 
million  of  the  80  million  taxpayers  were  in  the  50% 
bracket;  26  million  were  in  the  25%  bracket,"  he  says. 
So  Hutton  and  others  began  emulating  Petro  Lewis,  the 
granddaddy  of  them  all  when  it  comes  to  selling  in- 
come funds. 

Income  funds  aren't  tax  shelters  per  se:  You  don't  get 
to  write  off  your  initial  investment,  though  you  do 
shelter  your  future  cash  flow  with  depletion  allowance 
and  depreciation  benefits.  "They're  for  people  who 
aren't  rich  but  want  to  accumulate  wealth  and  who 
aren't  in  the  highest  tax  brackets,"  says  Winston. 

Jerry  King  points  out  that  the  growth  of  the  business 
has  been  good  for  the  hard-pressed  drilling  industry.  It 
means  that  cash-short  drillers  can  sell  developed  prop- 
erties to  income  funds  and  either  pay  off  their  debts  or 


go  out  and  drill  again. 

For  investors,  however,  there  are  some  caveats. 
King's  concern  is  that,  with  so  much  money  chasing 
after  properties,  a  shortage  of  good  properties  might 
well  develop.  Then,  of  course,  the  price  that  a  fund  pays 
to  buy  a  property  would  go  up.  Unless  end-product 
prices  went  up  commensurately,  the  yield  to  investors 
would  fall. 

Winston  has  another  concern:  leverage.  Some  funds, 
projecting  that  oil  and  gas  prices  would  escalate  and 
interest  rates  would  fall,  borrowed  heavily,  he  explains. 
Since  oil  prices  have  come  down,  they  are  now  facing  a 
financial  squeeze. 

Winston  won't  name  names  or  talk  about  Petro- 
Lewis'  recently  reported  financial  problems,  but  he 
gives  a  hypothetical  example.  Suppose  such  a  fund 
raised  $1  million,  borrowed  $1  million  and  spent  the 
money  on  two  oilfields.  Then  oil  prices  dropped  by  one- 
quarter  and  the  company's  bank  said  that  it  wanted 
more  collateral.  The  fields  that  had  been  worth  $1 
million  each  were  now  worth  $750,000  or  less.  If  the 
company  was  forced  to  meet  the  collateral  call,  it 
might  have  to  sell  as  much  as  half  the  property.  The 
yield  available  to  investors  then  would  be  far  less  than 
they  had  anticipated. 

In  short:  Downside  risk  exists. — J.A.B. 
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Streetwalker 


When  the  widows 
and  orphans  get  in 

The  market's  getting  frothy,  no  ques- 
tion. The  Stein  Roe  family  of  mutual 
funds  (assets  under  management:  $2 
billion)  has  opened  a  street-level  of- 
fice in  its  native  Chicago,  and  on 
some  days  the  line  of  prospective  buy- 
ers has  stretched  into  the  hallway. 
Reminds  us  what  money  manager 
John  Hartwell  once  told  us  about  how 
things  were  in  the  late  1960s  when  a 
lot  of  people  thought  the  stock  mar- 
ket would  go  on  rising  forever:  "We 
used  to  have  people  lined  up  in  the 
corridors  at  9  in  the  morning  waiting 
to  buy  shares  in  the  fund,"  Hartwell 
recalled.  Another  sign  of  a  market 
that  is  getting  overheated:  John 
Hartwell,  who  went  from  fame  to  ob- 
scurity as  a  money  manager  when  the 
old  bull  market  petered  out,  is  hot 
again.  A  mass  magazine  recently 
mentioned  the  Hartwell  Leverage 
Fund — whose  net  asset  value  has  al- 
most doubled  over  the  past  year — as  a 
smart  buy.  Might  be  time  to  remem- 
ber those  old  Ogden  Nash  lines: 

And  he  whispered  about, 
That  it's  time  to  get  out, 

When  the  widows  and  orphans  get  in. 

— William  Baldwin 


This  one  is  different 

"There  is  an  enormous  amount  of 
gambling  going  on  in  the  land." 
That's  Roy  Neuberger's  judgment  on 
the  current  stock  market.  He  thinks  a 
lot  of  the  money  going  into  securities 
is  money  that  should  be  going  into 
capital  spending,  and  that's  not  a  good 
thing.  One  of  the  grand  old  men  of 
Wall  Street,  the  senior  partner  of  Neu- 
berger  &  Berman  is  still  active  in  his 
firm  on  the  eve  of  his  80th  birthday, 
and  his  judgment  counts  for  a  great 
deal  on  The  Street.  "It's  the  most 
complicated  market  I've  seen,"  Neu- 
berger  says.  "There  have  been  rallies 
before  with  greater  percentage  gains, 
but  what  makes  this  one  different  is 
that  there  haven't  been  any  real 
breaks  in  the  composite  averages."  He 
goes  on  to  explain  that  most  bull  mar- 
kets are  characterized  by  a  strong,  but 
not  steep,  uptrend  punctuated  by 
sharp  reactions  on  the  downside: 
"You're  not  getting  that  now.  Instead 
there  are  sharp  upswings."  Which  to 
his  eye  is  not  the  way  a  bull  market  is 
supposed  to  behave.  "It's  a  no-man's- 
land,"  he  adds. 

"If  you're  looking  for  a  correction," 
he  says,  "I  suspect  the  market  will  be 


Roy  Neuberger 

A  most  complicated  market. 


punctuated  by  a  sharp  break  some- 
time in  1983.  But  most  of  the  time  the 
breaks  will  come  in  individual 
stocks."  How  long  will  the  bull  mar- 
ket last?  "A  long  time,  if  the  govern- 
ment would  spend  less  on  armaments 
and  more  on  technology  and  medical 
research,"  was  the  grand  old  man's 
reply. — Thomas  Jaffe 


Friend  of  the  friendless 

If  he's  never  remembered  for  anything 
else,  Robert  Hanisee  will  go  down  in 
the  annals  of  Wall  Street  as  the  man 
who  was  bullish  on  Teledyne  during 
the  years  when  the  stock  was  friend- 
less and  selling  for  a  few  dollars  a 
share.  "I  like  to  go  against  the  grain," 
Hanisee  says.  Now  with  the  Los  An- 
geles firm  of  Seidler  Amdec  Securi- 
ties, Hanisee  currently  has  another 
relatively  friendless  stock  he  thinks  is 
way  undervalued:  Whittaker  Corp. 
Whittaker  has  been  having  a  poor  year 
and  will  net  only  about  $2.60  a  share, 
way  down  from  last  year's  $3.77.  Con- 
sequently its  stock,  even  after  the  big 
rally,  is  still  20  points  below  its  1981 
high  of  50.  Beyond  the  decline, 
though,  Hanisee  sees  great  things. 

Whittaker  manages  Saudi  Arabia's 
health  care  system.  This  winter  that 
contract  got  a  $1.4  billion,  three-year 
extension.  The  Saudi  business  is  so 
lucrative  that,  even  with  the  rest  of 
the  company  struggling,  Whittaker 
was  still  able  to  end  its  October  year 
with  about  $100  million  in  excess 
cash — nearly  $7  a  share.  Over  the  last 
few  months  Whittaker  has  drawn  on 
this  cash  to  acquire  8.3%  of  Smith 
International,  in  oilfield  services,  plus 
stakes  of  less  than  5%  in  two  other 


unnamed  companies.  It  also  bought 
10  million  barrels  of  oil  in  the  ground 
in  Kentucky  for  $2.60  apiece.  Mean- 
while, all  the  moneylosers  in  its  gen- 
eral medical  group  are  being  sold  off, 
and  it  should  return  to  the  black  by 
next  year.  Hanisee's  conclusion: 
"With  limited  help  from  the  econo- 
my, Whittaker  ought  to  earn  close  to 
$5  a  share  in  fiscal  1984.  At  a  recent 
price  of  30,  then,  that  makes  the 
stock's  multiple  a  cheap  6  times  next 
year's  profits." — T.J. 


Doesn't  quality  count? 

Colgate's  first-quarter  earnings  were 
out  early  this  month,  and  they  were 
up  a  measly  5%  from  last  year's  first 
quarter.  This  compares  with  a  15% 
gain  for  rival  Procter  &  Gamble.  Yet 
the  current  rally  has  treated  Colgate 
as  well  as  it  has  P&G.  Both  stocks  are 
up  around  50%  since  the  big  rally 
started  last  August.  Both  stocks  sport 
a  P/E  of  about  9  or  10  times  next 
year's  estimated  earnings.  James  Dou- 
gherty, who  follows  household  prod- 
ucts for  New  York's  F.  Eberstadt  & 
Co.,  thinks  it  absurd  that  the  market 
ignores  the  tremendous  differences  in 
quality  between  P&G  and  Colgate. 
"Why  buy  the  third  man  on  the  totem 
pole?"  Dougherty  asks,  citing  both 
P&G  and  Clorox  as  better  companies. 
Why  indeed?— T.J. 


Fast,  fast  relief 

In  a  bull  market  like  this,  the  boys 
really  go  out  and  beat  the  bushes  for 
things  to  buy.  This  year  they  have 
uncovered  Glaxo  Holdings  Ltd.,  the 
British  pharmaceutical.  A  year  ago  its 
American  Depository  Receipts  were 
at  4.  They  were  recently  at  14.  How's 
that  for  a  fast,  fast  profit?  Up  over 
300%.  Trading  volume  has  been  ter- 
rific: as  many  as  9  million  shares  a 
week  in  mid-April.  What's  up?  Well, 
Glaxo  has  a  great-sounding  new  ulcer 
drug  that  is  taking  on  SmithKline's 
gold  mine,  Tagamet.  The  stock's  no 
screaming  bargain:  about  25  times 
earnings  expected  for  the  fiscal  year 
ending  this  June  and  a  total  market 
capitalization  of  almost  $5  billion. 
But  Glaxo  boosters  expect  an  earnings 
gain  for  1984  that  would  bring  the  P/E 
down  to  just  17  times  earnings,  and 
they  see  gains  of  25%  or  more  through 
1986,  which  would  bring  the  P/E  way 
down.  Says  David  MacCallum  of 
Paine  Webber:  "This  one's  growing  2 
to  3  times  as  fast  as  the  U.S.  pharma- 
ceutical biggies." — T.J. 
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LET  E-COM  "SIGN,  SEAL,  AND 
DELIVER"  YOUR  MAIL  FOR  LESS 
THAN  YOU'RE  SPENDING  NOW 


There's  a  better  way  to  send  out  com- 
puter-originated mail.  The  Postal  Service's 
E-COM  Service.  It  lets  your  computer 
transmit  directly  to  ours.  So  you  can  send 
announcements  and  invoices,  for  example, 
while  you  bypass  a  lot  of  work-and  expense. 

E-COM  Service  is  a  cooperative  effort 
between  private  sector  communication  car- 


riers and  your  Post  Office.  Here's  how  it 
works.  Once  your  system  is  set  up  for  E-COM 
Service,  your  computer  operator  simply  pre- 
pares the  message.  It's  then  transmitted  as 
data,  by  telephone  or  other  communication 
carrier,  to  any  one  or  more  of  25  Serving  Post 
Offices  throughout  the  country  And  E-COM 
Service  takes  care  of  all  the  rest. 


It  prints  your  messages,  which  can  be  up 
to  two  pages  long.  Folds  them.  And  puts  them 
in  envelopes,  all  at  the  Post  Office. 


It  provides  blue-and-white 
envelopes-for  impact 


It  gives  you  all  this-which  cuts  your  labor 
costs,  too-for  26c  for  the  first  page.  And  only 
5C  more  for  the  second.  Postage,  paper  & 
envelopes  included. 


It  saves  you  time  by  letting  you 
transmit  your  message  directly  to 
the  Post  Office  by  telephone  or 
other  communication  carrier.  And 
it  saves  time  by  printing  your 
message  right  at  the  Post  Office. 
Then  it  delivers  your  mail  in  just  2 
days  or  less. 


We  can  help  you  figure  out  the  best 
way  to  link  up  with  E-COM  Service. 
And  we  can  even  give  you  any  technical 
advice  you  might  need. 
So  why  not  let  new  E-COM  Service 
give  you  a  hand  with  the  mail?  For 
more  information,  simply  call  or  write 
your  communication  carrier  or  your 
local  Postmaster. 


E-COM 


IT  DELIVERS  SAVINGS  ALONG  WITH  THE  MAIL 
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Why  more  companitf 

for  stock  transfd 


Morgan  knows  how  important  good  stockholder  relations  are  to 
your  company.  And  we  know  that  high-quality  transfer  service  is 
vital  in  keeping  them  good.  That's  why  we  continue  to  invest 
heavily  in  technology  and  people  to  serve  transfer  clients.  It's 
why  we  have  a  separate  building  and  a  staff  of  over  900  dedicated 
to  stock  transfer.  This  unequivocal  commitment  has  made 
Morgan  the  largest  transfer  agent  in  the  world,  and  equipped 
us  to  serve  many  more  companies. 


Here's  what  you  get  when  you 
choose  Morgan  for  stock  transfer. 

Delivery  within  24  hours. 
Our  on-line  posting  automatically 
updates  your  master  stockholder 
file  and  produces  a  certificate  the 
minute  we  enter  the  transaction. 
Result:  Morgan  completes  and 
delivers  nearly  all  regular  trans- 
fers in  24  hours.  We  acknowl- 
edge stockholder  inquiries  on 
receipt,  and  follow  up  promptly. 
And  we  issue  dividend  replace- 
ment checks  in  one  day. 

We  search  hard  for  stock- 
holders who  haven't  cashed 
dividends.  And  if  we  still  can't 
find  them,  we  give  the  data  you 
need  to  comply  with  escheat  laws 
for  abandoned  property. 

Our  on-lirte  system  keeps 
addresses  current.  We  verify 
address  changes  on  a  videoscreen 
as  soon  as  they're  entered  in  the 
system,  using  paid  dividend  checks. 
Stockholders  change  their  ad- 
dress right  on  the  check  so  there's 
no  form  to  return,  no  added  costs. 

You  know  instantly  the 
status  of  each  account.  We 
give  you  stock  certificate  num- 
bers, a  record  of  dividend  checks 


issued  and  cashed,  and  dividend 
reinvestment  data.  Just  call  your 
account  administrator — or  get 
the  data  on  your  terminal.  We 
can  also  give  a  daily  summary  of 
large  transactions  and  changes 
in  key  accounts,  and  help  you 
analyze  your  stockholder  uni- 
verse on  any  basis. 

We're  gearing  up  for  tax 
withholding  on  dividends. 
When  the  new  tax  law  on  divi- 
dend withholding  goes  into  effect, 
Morgan  will  be  ready.  We're 
deeply  involved  in  interpreting 


Bankers  Richard  Moore  and  Nina  Lihn  with  Tom 
Stanley,  left,  head  of  Stock  Transfer.  Terminal 
gives  clients  access  to  their  records  at  Morgan. 


regulations,  designing  systems, 
and  working  with  the  govern- 
ment so  we  can  process  any  vol- 
ume of  exemption  certificates. 

Fast,  accurate  proxy  tabu- 
lations. On-line  entry  of  proxies: 
means  you  can  have  instant  vot- 
ing data— by  proposal— for  one 
account  or  all  shareholders,  in- 
cluding registered  holders  and  ai 
depository  participants'  positions 

We  offer  all  types  of  auto- 
matic dividend  reinvestment 
plan.  You  can  have  features  sue! 
as  broker  and  nominee  participa 
tion  for  beneficial  stockholders, 
partial  dividend  reinvestment, 
investment  of  optional  cash  pay- 
ments only,  purchase  of  commoi 
by  preferred  and  bond  holders, 
and  on-line  termination  and 
liquidation  services. 

We  work  round  the  clock  tc 
get  out  urgent  mailings.  This 
can  be  vital  in  a  takeover  attempt 
Our  on-line  files  give  a  stock- 
holder list  in  moments.  We  can 
do  a  mailing  of  up  to  750,000 
in  zip  code,  presort  order  within 
24  hours. 

Depository-related  services 
that  save  time  and  money. 
With  electronic  bookkeeping  we 
vastly  reduce  certificate  issuana 
by  eliminating  the  need  for  large 
inventories  at  depositories.  We 
mail  directly  to  brokers'  custom- 
ers, saving  back-office  time. 

Five  account  administra- 
tors will  know  your  account. 
This  means  you  can  always 


se  The  Morgan  Bank 
lan  any  other  bank 


Shown  outside  the  specially  equipped  building  that  houses  Morgan  Guaranty's  stock  transfer  operations  are  three 
of  the  officers  who  serve  the  bank's  transfer  clients.  From  left,  Charles  Keryc,  Nina  Riley,  and  Joseph  McAdams. 


reach  someone  who  knows 
your  company,  knows  transfer 
regulations,  knows  our  services. 
Ask  any  of  our  clients  about  the 
quality  of  our  service.  Or  get  our 


booklet  on  stock  transfer.  Best  of 
all,  see  our  system  in  action.  For 
an  appointment,  ask  your  Morgan 
banker  or  Thomas  W.  Stanley, 
Senior  Vice  President,  Morgan 


Guaranty  Trust  Company,  30 
West  Broadway,  New  York,  NY 
10015;  (212)  587-6425.  Member  FDIC 

The  Morgan  Bank 


Cluett,  Peabody's  reorganization  has  been 
slow,  steady  and  finally . . .  successful. 


Straight  as 
an  arrow 


By  Barbara  Rudolph 


Styles  change,  colors  come  and 
go  and  fabrics  improve,  but  one 
out  of  every  six  men's  dress 
shirts  sold  remains  an  Arrow.  This 
131-year-old  brand  accounts  for  25% 
of  Cluett,  Peabody's  $875  million  in 
annual  sales  and  50%  of  profits.  But 
such  success  creates  problems.  Over 
the  years  Cluett  has  attempted  a  se- 
ries of  diversifications,  which  often 
rumpled  the  corporate  balance  sheet. 

These  days,  however,  Chairman 
Henry  Henley  Jr.,  whose  southern 
drawl  is  as  deliberate  as  his  manage- 
ment style,  is  impressively  ironing 
out  the  wrinkles.  Henley  is  closing 
Cluett's  once-vast  network  of 
retail  stores  and  has  cut  back 
the  women's  apparel  business. 
The  result:  Return  on  equity  is 
up  to  a  respectable  12%.  Earn- 
ings hit  a  record  $24  million  last 
year,  a  slight  increase  over  1981 
and  a  good  showing  in  tough 
times. 

The  change  didn't  come  easi- 
ly. Henley,  who  came  to  Cluett 
in  1967  from  McKesson  Rob- 
bins,  has  been  steadily  reorga- 
nizing for  the  past  seven  years. 
He  disposed  of  a  dozen  divisions 
and  made  a  handful  of  small  ac- 
quisitions, but  the  real  transfor- 
mation began  in  1976  when 
Cluett  sold  the  last  remaining 
pieces  of  Van  Raalte.  The  divi- 
sion's basic  product  was  wom- 
en's lingerie  and  hosiery. 
Cluett,  primarily  a  menswear 
company,  had  no  experience  in 
that  market. 

But  such  diversification  was 
fashionable.  After  all,  wasn't 
Palm  Beach,  another  old-line 
menswear  manufacturer,  virtu- 
ally minting  money  with  its 


Evan-Picone  line  of  women's  suits? 

For  Cluett,  however,  Van  Raalte 
brought  nothing  but  snags.  Women 
started  wearing  pantsuits,  and  Van 
Raalte's  lingerie  languished  on  the 
shelves.  "It  was  a  turnaround  we 
didn't  turn  around,"  explains  Henley. 

Indeed,  the  experience  with  Van 
Raalte  may  have  left  Henley  wary  of 
the  exotic.  Cluett's  best  recent  moves 
have  been  in  acquiring  small,  old- 
fashioned  clothing  companies.  Con- 
sider Duofold,  a  $33  million-a-year 
manufacturer  of  dual-layer  under- 
wear, which  Henley  picked  up  in 
1979.  Hardly  glamorous,  but  return 
on  investment  exceeds  12%.  That's 
doubly  impressive  compared  with 


Cluett's  corporate  ROI  of  8%.  Lately, 
in  addition,  Cluett  has  moved  the 
Duofold  line  beyond  sporting  goods 
outlets  into  major  department  stores. 
And  you  don't  need  to  be  Perry  Ellis  to 
imagine  a  sensible  product  extension: 
From  winter  underwear  Duofold  has 
branched  out  into  rugged  sportswear. 

Wall  Streeters,  of  course,  still  ex- 
pect a  bit  of  fashion  flair  in  apparel 
companies.  "Cluett  is  missing  the  ic 
ing,  one  really  upscale  product,"  says 
one  financial  analyst.  Henley  agrees — 
but  only  up  to  a  point.  Cluett  now 
manufactures  and  markets  Alexander 
Julian  and  Ron  Chereskin  sportswear. 
Both  are  hot  today,  though  it  remains 
to  be  seen  whether  Cluett  can  make 
money  as  well  as  fashion  waves  over 
the  long  term. 

Instead,  selling  all  those  shirts — 
something  like  50  million  last  year — 
keeps  Henley  worrying  about  the 
more  mundane  parts  of  the  apparel 
business.  "Cluett  has  always  been  a 
leader  in  production,"  says  a  consul- 
tant at  Kurt  Salmon  Associates. 

That's  why  Cluett  has  been  able  to 
continue  domestic  manufacturing  of 
virtually  all  dress  shirts,  two-thirds 
of  Arrow's  total  line.  Indeed,  Henley 
is  considering  moving  the  produc- 
tion of  some  Arrow  sports  shirts 
from  Asia  to  the  U.S.  A  dramatic 
move,  yes,  but  nothing  radical.  The 
change  is  just  a  reward  for  Henley's 
persistent  attention  to  his  oldest, 
most  profitable  and  anything-but- 
glamorous  major  product.  ■ 


Cluett,  Peabody's  Henry  Henley  Jr. 
It  took  seven  years  to  iron  out  the  wrinkles. 
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Cnn  BE  COmFORTRBLE  UIITH. 


Secure  in  the  knowledge  that,  should  the  need  for 
economy  force  you  into  a  different  kind  of  car  than 
you  have  been  buying,  your  people  will  be  very 
comfortable  with  your  choice. 

The  front-wheel-drive,  electronically  fuel-injected 
Chevrolet  Cavalier.  In  Sedan,  Coupe,  Hatchback  or 
Wagon.  From  America  s  sales  leader. 
Some  Chcvrolcts  arc  equipped  with  engines  produced  by  other 
GM  divisions,  subsidiaries,  or  affiliated  companies  worldwide. 
See  your  dealer  for  details. 

CHEVROLET  FLEET  SALES 

#5/7-/  mmm  chrrcee 


Come  take  the  wheel  of  one  of  the  most  advanced 
front-wheel-drive  cars  available  today. 

Our  1983  Chevrolet  Cavalier. 

A  car  of  quietness  and  quality  of  fit  and  finish.  A 
ride  we  think  will  astound  you.  And  a  thrust  out  onto 
the  freeway  we  think  will  impress  you. 

And  if  you've  yet  to  enjoy  an  adjustable  seat 
anatomically  designed  to  comfort  you  over  the  long 
haul,  settle  back  and  be  our  guest. 

In  a  car  you  can  buy  for  all  the  reasons  you  buy  any 
car  today. 


\\felwo±withyou 
to  build  in  savings  from 
the  ground  up. 


Tailoring  technology  to 
automate  burning  operations. 

When  you  build  a  new  home  for 
your  business,  most  of  the  important 
decisions  are  made  long  before  con- 
struction begins.  They're  decisions  that 
determine  the  reliability  and  the  cost 
of  day-to-day  building  operations  for 
decades  to  come. 

That's  why  it's  important 
to  have  Honeywell  specialists  on  your 
building  team  from  the  very  start. 

Working  together,  we  can  plan 
a  strategy  to  accomodate  the  unique 
operating  needs  of  your  building  and 
your  business.  We'll  apply  the  latest 
in  proven  technologies  to  integrate  the 
complete  control  of  comfort,  energy,  fire 
protection  and  building  security  —  all 
in  a  single,  easy-to-use  building 
management  system. 

You'll  avoid  wasteful  duplication 
of  hardware,  software  and  installation 
costs .  And  pave  the  way  for  tight,  efficient 
control  over  future  building  operations. 


To  make  sure  performance 
meets  your  expectations,  Honeywell 
stays  on  your  team  for  life.  On  the 
construction  site,  our  experts  install 
and  check  out  the  entire  system.  It's 
all  Honeywell-built,  so  there  are  no 
excuses.  Then  we  train  your  staff  to 
get  the  most  out  of  it,  and  follow  with 
locally-based  service  and  updating 
support. 

Honeywell  brings  you  and 
your  building  what  no  one  else  can: 
A  world  of  experience  in  building 
controls  and  systems.  A  mastery  of 
the  most  advanced  technologies  and 
concepts.  And  above  all,  the  highly- 
skilled  people  who'll  work  with  you  to 
make  it  happen. 

If  you'd  like  to  know  more  about 
integrated  building  control,  or  how 
Honeywell  can  work  with  you,  call  us 
now.  Call  800-328-5111,  extension 
9555.  (In  Minnesota,  call  collect  612- 
870-2142,  extension  9555.) 

Because  together,  we  can  find 
the  answers. 


Together,  we  can  find  the  answers, 

Honeywell 


Utility  rates  traditionally  were  set  by  count- 
ing votes,  not  economic  costs.  But  now  the 
rate  tables  are  turning. 


Power 
politics 


By  William  Baldwin 

THE  ENERGY  PRICE  WAR  has 
brought  a  change  of  emphasis 
in  utility  rates.  Industrial  us- 
ers are  getting  quantity  discounts 
and,  what  is  more,  hitherto-consu- 
merist  utility  regulators  are  approv- 
ing the  deals. 


At  least  a  dozen  natural  gas  utilities 
have  filed  for  rate  cuts  for  big  industri- 
al customers,  and  Canada  is  expected 
to  help  out  soon  by  dumping  excess 
gas  on  the  market  at  a  25%  discount 
from  the  official  border  price. 

The  Bonneville  Power  Administra- 
tion is  offering  aluminum  smelters  in 
the  Northwest  a  54%  discount  on 


electricity. 

Consolidated  Edison  has  been  given 
approval  for  electricity  discounts 
averaging  about  20% — available  to 
new  or  expanding  factories — in  parts 
of  New  York  City  where  its  transmis- 
sion lines  are  underused. 

The  California  Public  Utilities 
Commission  approved  a  price  break 
in  March  on  natural  gas  sold  to  South- 
ern California  Edison  and  other  elec- 
tric utilities  so  the  gas  can  displace 
fuel  oil.  Households  don't  qualify. 
Quite  a  turnabout  from  the  1970s, 
when  California  and  many  other 
states  mandated  outright  subsidies  to 
residential  electric  customers  in  the 
form  of  low  "lifeline"  rates. 

In  every  one  of  these  cases,  the  price 
cuts  are  unrelated  to  the  reduced  costs 
of  servicing  large  accounts.  Those  are 
already  built  into  rate  tables.  Instead, 
the  discounts  are  a  pure  reflection  of 
the  bargaining  power  of  certain  cus- 
tomers. When  they  shut  down  fac- 
tories or  switch  to  alternative  fuels, 
they  leave  behind  a  distribution  sys- 
tem whose  fixed  costs  have  to  be 
borne  by  the  remaining  users — the 
small  commercial  and  residential  ac- 
counts. Hence,  price  discrimination 
in  favor  of  big  buyers. 

"  'Discrimination'  has  a  bad  conno- 
tation," says  Massachusetts  Institute 
of  Technology  economist  Henry  Ja- 
coby.  "But  if  you  forbid  it,  the  house- 
hold customer  loses."  By  permitting 
it,  the  regulators  can  often  make  ev- 
eryone, except  for  the  fuel  oil  distribu- 
tor, better  off. 

Consider  Canadian  gas,  of  which 
there  is  a  huge  supply  (30  years' 
worth),  but  which  is  coming  into  the 
U.S.  in  only  half  the  quantity  pipe- 
lines can  handle.  That  is  because  the 
export  price,  recently  cut  to  $4.40  per 
thousand  cubic  feet,  is  still  too  high. 
The  Canadians  aren't  about  to  reduce 
that  rate  further  across  the  board,  but 
they  probably  will  offer  a  discount 
that  would  benefit  potential  custom- 
ers like  Seattle  Steam  Corp.,  a  com- 
pany that  sells  heat  to  downtown 
buildings. 

Here's  how  it  would  work,  as  tenta- 
tively proposed  to  the  four  tiers  of 
regulatory  agencies  involved:  North- 
west Energy,  the  interstate  pipeline 
that  buys  imported  gas  from  British 
Columbia,  would  pay  a  lower 
amount,  probably  $3.30,  for  gas  taken 
above  1982  levels.  Northwest's  cus- 
tomers, mostly  distribution  compa- 
nies like  Washington  Natural  Gas, 
would  in  turn  get  a  discount  on  incre- 
mental volumes.  Washington  Natural 
would  then  offer  a  handful  of  custom- 
ers an  "incentive"  price  of  perhaps 
$3.90,  vs.  the  current  $5.  One  of  those 


Flaring  of  gas  in  Mexico 

If  Canada  discounts,  will  Mexico  follow? 
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lucky  buyers  would  be  Seattle  Steam, 
which  is  presently  spending  $7  mil- 
lion a  year  on  fuel  oil. 

Various  Canadian  tax  collectors 
would  capture  most  of  the  $3.30.  Pro- 
ducers in  British  Columbia,  whose 
biggest  costs  are  sunk  in  the  ground, 
would  net  an  extra  60  cents  or  so. 
Seattle  Steam  would  see  its  fuel  bills 
drop  maybe  10%.  And  there  would 
still  be  60  cents  left  over  for  North- 
west Energy  and  Washington  Natural 
to  split — revenue  that  would  help 
keep  down  rates  for  other  customers. 

Not  only  Canadian  producers  have 
large  sunk  costs  and  energy  to  burn. 
Mexico  last  year  flared  an  average  638 
million  cubic  feet  a  day  of  gas,  for 
want  of  the  capital  it  would  take  to 
process  and  consume  it.  The  figure 
will  likely  be  higher  this  year:  On 
Apr.  1,  Tenneco  and  other  importers 
of  Mexican  gas  turned  down  the  spig- 
ot from  300  million  cubic  feet  a  day  to 
180  million.  To  market  that  120  mil- 
lion of  daily  surplus,  says  a  Tenneco 
executive,  Mexico  would  probably 
have  to  slash  its  price  to  $2.75  per 
thousand  cubic  feet.  Feeding  into  the 
southern  U.S.,  Mexico  would  be  com- 
peting with  $3  U.S.  gas.  But,  for  now, 
an  incentive  price  concession  even 
more  generous  than  Canada's  $3.30 
appears  politically  impossible.  An  en- 
ergy adviser  to  President  Miguel  de  la 
Madrid  says  the  policy  will  be  to  wait 
for  a  recovery  of  gas  prices  in  the  fall. 
That  recovery,  however,  might  not 
occur  if  incentive  pricing  leads  to 
dumping  of  fuel  oil,  gas  and  even  elec- 
tricity at  distress  prices. 

The  Bonneville  Power  Administra- 
tion has  been  dumping  up  to  $1  mil- 
lion a  day  worth  of  hydropower  over 
its  dams  for  want  of  a  market  for  the 
electricity.  It  hopes  to  cut  the  waste 
slightly  this  summer  by  giving  alumi- 
num producers  discounts  worth  10 
cents  per  pound  of  ingot.  Since  the 
discount  will  be  available  only  on  alu- 
minum production  above  current  lev- 
els, Bonneville  figures  it  will  increase 
its  revenues.  Also,  some  of  the  2,700 
laid-off  aluminum  workers  in  the 
Northwest  will  go  back  to  work. 

The  only  thing  that  makes  schemes 
like  this  unpopular  is  that  they  are  in 
some  sense  unfair.  "Why  shouldn't 
the  residential  user  get  a  discount  on 
gas?"  demands  Edwin  Rothschild,  as- 
sistant director  of  the  Citizen/Labor 
Energy  Coalition.  "Just  because  he 
doesn't  have  dual-fuel  capability?  Just 
because  he's  locked  in?"  Frankly,  yes. 
Let's  be  clear  about  it:  It  was  politics 
that  accounted  for  all  those  years  of 
favoritism  for  householders.  Now 
economic  reality  has  returned,  and 
it's  industry's  turn.  ■ 
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IS  THERE  STILL  A  ROOM 
£  RESERVED  FOR  ME? 


If  you  have  to  ask, 
you're  not  atThe  Registry. 

No  matter  when  you  arrive,  The  Registry  is  ready.  With 
exemplary  service.  With  award-winning  cuisine.  And  with 
spacious,  richly  appointed  rooms.  Plus  The  Registry  offers  the 
American  Express®  Card  Assured  Reservation?  Which  means 
we'll  hold  rooms  indefinitely  for  Cardmembers.  Even  if  you 
don't  check  in  until  3  a.m. -or  so!  But  no  matter  what  time  it 
is,  you're  right  on  time  at  The  Registry  Hotel. 

*When  you're  going  to  be  delayed,  simply  call  The  Registry  before  6  p.m. 
(their  time)  to  get  a  cancellation  number  so  you  won't  be  billed. 


The  American  Express®  Card.  Don't  leave  home  without  it? 

For  reservations:  The  Registry  Hotels:  Dallas,  TX  214-386-6000;  Bloomington,  MN 
(Minneapolis/St.  Paul  Airport)  612-854-2244:  Irvine,  CA  (John  Wayne-Orange  County 
Airport)  714-752-8777;  The  Registry  Inn;  Charlotte,  NC  704-525-4441;  The  Registry  Resort: 
Scottsdale,  AZ  602-991-3800;  The  Registry  Hotel  Corporation:  Dallas,  TX. 


Technology 


The  computer  boom  is  creating  countless 
business  and  employment  opportunities. 
Here  are  just  a  few  of  them. 


Programming  a 
personal  future 


1977 — 2,100  titles  were  added,  while 
3,500  classifications  were  dropped, 
leaving  about  20,000  job  titles.  Never- 
theless, many  important  new  profes- 
sions have  been  ignored.  As  a  conse- 
quence, major  changes  in  the  struc- 
tural composition  of  American  labor 
have  been  overlooked. 

Nowhere  is  this  more  apparent 
than  in  the  computer  industry.  The 


By  Ellen  Benoit 


F|  orbes  has  chronicled  at  consid- 
erable length  the  U.S.'  continu- 
ing transformation  from  an  old- 
fashioned  industrial  society  into  one 
based  on  knowledge  and  services.  And 
if  some  people  remain  skeptical  about 
the  new  society's  ability  to  provide 
enough  jobs,  it  is  largely  because  the 


Dynasty  founder  Larry  Hagerty 
Just  doing  a  Utile  handholding. 


statistics  aren't  all  that  good.  How 
you  color  a  worker's  collar  depends  on 
the  U.S.  Department  of  Labor's  Dictio- 
nary of  Occupational  Titles,  and  its  defi- 
nitions are  palpably  behind  the  times. 
The  dictionary  was  upgraded  signif- 
icantly between  the  publication  of  the 
third  edition  in  1965  and  the  fourth  in 


Bureau  of  Labor  Statistics  says  that 
the  computer  industry  accounted  for 
5%  of  all  new  jobs  generated  between 
1972  and  1982.  That's  an  understate- 
ment. It  happens  because  the  dictio- 
nary lists  only  eight  categories  of 
computer-related  professions.  If,  how- 
ever, you  count  all  of  the  ancillary 


Edited  by  Stephen  Kindel 


professions  that  have  grown  up  to 
serve  the  computer  industry,  we  sus- 
pect that  the  percentage  of  job  growth 
is  far  greater. 

If  and  when  a  new  dictionary  is 
published— its  fate  is  up  in  the  air 
because  of  budget  cuts  in  the  Depart- 
ment of  Labor — Forbes  recommends 
the  following  additions. 

Home  computer  sales 

It  sounds  like  something  inside  a 
matchbook  cover  on  making  easy 
money  in  your  spare  time.  Working 
for  Dallas-based  Dynasty  Computer 
Corp.  means  selling  computers  door- 
to-door  or  at  parties. 

Dynasty's  founder,  Larry  Hagerty, 
is  an  engineer-turned-lawyer  who 
ended  up  selling  cosmetics  and  jewel- 
ry. He  also  ran  a  sales  training  com- 
pany but  wanted  to  get  into  the  com- 
puter business,  so  he  combined  his 
interests  and  founded  Dynasty,  a 

  company  that  emphasizes  the 

"personal"  in  personal  comput- 
ers. Hagerty,  40,  already  has 
3,000  salespeople  selling  his 
machines,  and  he  bases  his  ex- 
pectation of  success  on  the  fact 
that  many  customers  are  first- 
time  users  who  are  more  than  a 
little  intimidated  by  the  pros- 
pect of  owning  a  computer. 
"We're  just  doing  a  little  hand- 
holding,"  Hagerty  says. 

Dynasty's  computer  sellers 
are  somewhat  analogous  to  the 
Avon  ladies,  and  Hagerty  is 
working  hard  to  emulate  Avon's 
methods.  "Dynasty  will  install 
your  system  for  you  and  show 
you  how  to  use  it,  all  in  the 
comfort  of  your  living  room," 
he  says. 

But  unlike  the  Avon  lady,  the 
typical  Dynasty  salesperson  is  a 
48-year-old  male  who  earns 
$40,000  a  year  in  another  job 
and  $200  to  $300  a  month  on 
commission  with  Dynasty.  He 
sells  the  smart-ALEC  II,  a  com- 
plete 8-bit  microcomputer  sys- 
tem, for  $2,995,  and  the  smart- 
ALEC  Jr.,  a  "starter"  computer,  which 
goes  for  $130. 

Dynasty  is  not  to  be  taken  lightly. 
Hagerty,  who  flies  hot  air  balloons  in 
his  spare  time  "to  get  away  from  high 
technology,"  started  the  company  in 
1980.  During  his  first  year  Dynasty 
did  over  $1  million  in  business,  and 
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Your  partner  for  technology 
investment  in  TAIWAN 

and  Asia  too 

The  Park  —  developed  exclusively  for  HIGH  TECHNOLOGY  industries  in  Asia. 

The  Park  —  a  healthy  mix  of  areas  concerning  ELECTRONICS. 

'    PRECISION  INSTRUMENT  and  MACHINERY... etc. 
The  Park  —  under  the  auspieces  of  Government  with 
a  host  of  investment  INCENTIVE  PROGRAMS 
The  Park  —  a  gorgeous  place  for  PROSPECTIVE  INVESTORS. 
The  Park  —  adjoining  two  prestigious  universities  —  NATIONAL  TSINGHUA 
UNIVERSITY  and  NATIONAL  CHIAOTUNG  UNIVERSITY,  both 
renowned  as  the  top-notch  in  science  and  technology 


6  KM  to  Hsinchu 


Technology 


he  is  expanding  rapidly  enough  to  re- 
quire a  sales  force  of  5,000  in  1 7  states 
by  year's  end.  He's  also  helping  some 
of  its  independent  salesmen  set  up  a 
chain  of  product-independent  com- 
puter learning  centers  where  people 
can  be  trained  in  the  basics  of  using 
computers  and  in  various  applica- 
tions. Projections  call  for  50  centers  to 
be  open  by  the  end  of  the  year. 

Hagerty  believes  Dynasty  could 
eventually  be  serious  competition  for 
retail  computer  outlets.  "If  they  begin 
adding  training  rooms  and  handhold- 
ing  [which  some  already  do],  we  won't 
be  as  much  of  a  threat/'  he  admits. 
"But  we're  definitely  a  threat  to  the 
mass  merchandisers,"  who  are  known 
for  a  lack  of  postsale  support. 

Computer  rental 

The  only  way  to  get  a  personal  com- 
puter used  to  be  to  buy  one  .  But  now 
you  can  try  before  you  buy,  by  renting 
one  from  Garry  Buttner.  He  is  a  mar- 
keting manager  of  General  Elec-   

trie's  Instrumentation  and 
Computer  Service  department 
in  Schenectady,  N.Y.,  and  his 
newest  business  is  renting  IBM, 
Apple  or  Hewlett-Packard  per- 
sonal computers  on  flexible 
terms  for  a  week  or  for  several 
months.  Monthly  rates  start  at 
$215 — or  maybe  a  little  less,  de- 
pending on  current  market 
prices. 

GE  will  rent  the  computers 
out  of  its  66  nationwide  loca- 
tions, with  service  through  a  de- 
pot repair  plan.  Buttner,  35,  con- 
siders the  rental  system  ideal 
for  business  customers  who 
need  computers  for  short  peri- 
ods of  time,  and  for  those  who 
want  to  test  the  idea  of  owning 
one  before  buying. 

Why  is  GE  getting  into  small 
computer  rental  at  a  time  when 
no  one  else  wants  to?  Most  ven- 
dors are  afraid  of  being  left  hold- 
ing an  inventory  of  obsolete 
equipment  after  the  term  of  a 
rental  or  lease  has  expired;  but 
GE  assumes  many  renters  will 
later  buy  and  is  relying  on  a 
healthy  secondary  market  of 
people  who  will  jump  at  the 
chance  to  buy  used,  obsolete 
equipment  at  a  good  price. 

"We  currently  own  a  couple 
of  hundred  machines,"  Buttner 
says,  "but  by  the  end  of  Decem- 


ber we  expect  to  have  a  few  thousand 
in  inventory." 

Computer  psychologist 

Some  call  her  work  "tech  psych," 
but  social  psychologist  Shoshana  Zu- 
boff  of  the  Harvard  Business  School 
prefers  to  label  her  research  "the 
study  of  computer-mediated  work." 
Whatever  the  title,  it's  a  whole  new 
field  of  psychology  that  deals  with 
the  not  always  smooth  relationship 
between  man  and  computer  in  the 
workplace. 

Zuboff  has  interviewed  nearly  400 
workers  whose  jobs  have  been  affect- 
ed by  computers,  and  is  struck  by 
their  almost  uniform  uneasiness.  She 
cautions  management  to  "listen  to 
the  resistance"  of  people  forced  to 
deal  with  technology.  "There  are  lots 
of  things  in  this  conversion  that  moti- 
vate people  toward  resentment,"  says 
Zuboff,  31.  "They  may  be  afraid  it 
demands  skills  they  don't  have.  Their 
relationships  with  co-workers  are  be- 
ing altered,  and  they  are  uncomfort- 
able. Then  there's  the  abstraction,  the 
intangibility  of  computers  that  leaves 
people  feeling  frustrated." 

The  primary  barriers  to  implement- 


ing new  technology  today,  according 
to  Zuboff,  are  human  ones,  at  both  the 
managerial  and  subormnate  levels.  In 
particular,  Zuboff  expects  to  see  a  dif- 
ferent distribution  of  occupations 
within  organizations.  She  predicts  a 
gradual  change  in  management  struc- 
tures from  the  traditional  pyramid  to 
a  diamond,  as  distinctions  between 
work  done  in  the  middle  level  of  an 
organization  and  at  the  bottom  begin 
to  blur. 

Computer  camp  counselor 

When  Denison  Bollay  was  13  years 
old,  he  fell  in  love  with  computers.  He 
even  started  a  computer  club  that  ac- 
tually did  a  couple  of  contract  jobs  for 
corporations  looking  for  projections. 
In  1980  Bollay,  who  is  now  30,  decid- 
ed to  spread  the  joy  of  computing  to 
kids  from  7  to  15  and  founded  The 
Original  Computer  Camp  Inc. 

"Kids  take  to  things  quickly,"  says 
Bollay,  "and  in  a  camp  environment, 
especially  quickly.  Mixing  the  com- 
puter with  recreation  lets  kids  think 
of  it  as  a  friend."  A  typical  day  at 
computer  camp  includes  about  three 
hours  of  computer  training,  with  the 
rest  of  the  time  earmarked  for  regular 


Harvard  social  psychologist  Shoshana  Zuboff 
Exploring  the  relationship  between  man  and  computer. 
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camp  activities  such  as  swimming 
and  hiking.  Every  evening,  kids  are 
allowed  a  couple  of  hours  of  free  time 
on  the  computer. 

Two  weeks  of  computer  camp  costs 
parents  $895,  and  a  lot  of  them  are 
sending  their  kids.  Bollay  grossed 
$750,000  last  year  and  projects  close 


computers  to  first-time  users.  That 
requires  the  kind  of  handholding  for 
which,  Caracio  .  says,  conventional 
salesmen  haven't  been  effectively 
trained. 

He  may  be  right.  Since  starting 
Sales  Techniques  five  years  ago,  Cara- 
cio and  his  nine  staff  members  have 


Denison  Bollay  (right),  founder  of  The  Original  Computer  Camp 
Swimming,  hiking  and  a  few  hours  on  the  computer. 


to  $2  million  for  this  year.  About 
2,000  campers  are  expected  to  partici- 
pate during  the  coming  summer  sea- 
son, which  runs  from  mid-June  to  late 
August.  Based  in  Santa  Barbara,  Calif., 
The  Original  Computer  Camp  has  six 
campsites  in  various  parts  of  the 
country  (one  in  England)  and  employs 
about  150  college  students  as  camp 
counselors. 

Bollay  says  he's  basing  his  whole 
curriculum  this  year  on  artificial  in- 
telligence and  decries  the  current  no- 
tion of  computer  literacy  that  re- 
volves around  the  keyboard,  claiming 
the  keyboard  won't  be  around  in  sev- 
en years.  At  Bollay's  camp,  kids  teach 
robots  how  to  run  through  mazes,  in 
order  to  understand  how  machines 
"think." 

Computer  sales  trainer 

"Ninety  percent  of  microcomputer 
salespeople  have  limited-to-nil  prior 
computer  sales  experience,"  declares 
Vince  Caracio,  47,  president  of  Sales 
Techniques,  Inc.  in  Dallas.  Those 
who  do  have  experience,  he  finds,  gen- 
erally come  from  office  equipment  or 
large  computer  sales.  And  that 
doesn't  cut  it,  because  the  whole  sell- 
ing game  is  different  with  microcom- 
puters. The  sales  cycle  is  shorter,  and 
vendors  typically  sell  most  micro- 


trained  about  4,000  people,  and  they 
claim  to  have  no  major  competition. 
"What  other  companies  consider 
sales  training,"  says  Caracio,  "covers 
little  more  than  how  to  turn  the  com- 
puter on.  We  seem  to  have  been  able 
to  bridge  the  gap  between  sales  and 
applications." 

Prospects  for  continued  success 
would  seem  unlimited,  judging  by  the 
numbers.  Caracio  cites  a  study  that 
indicates  a  shortage  of  microcom- 
puter salespeople  of  close  to  46,000. 
"With  every  computer  retail  store 
short  two  or  three  people,"  he  says, 
"and  distributors  with  even  bigger 
needs,  that  demand  seems  pretty  real- 
istic." It  has  certainly  paid  off  for  Ca- 
racio: Annual  sales  for  the  privately 
held  firm  are  already  more  than  $1 
million,  and  Caracio  predicts  he'll 
have  a  $2.5  million  company  by  the 
end  of  1984.  Without  serious  com- 
petitors, the  market  would  appear  to 
be  open. 

His  own  plans  for  expansion?  Since 
it's  just  as  hard  to  find  qualified  peo- 
ple to  teach  as  to  sell,  Sales  Tech- 
niques is  going  to  put  its  training  on 
videotape  to  use  in  tandem  with  mi- 
crocomputers. By  August,  Caracio 
plans  to  have  instructional  -software 
available  for  the  IBM  and  Apple  per- 
sonal computers. 


Computer  fair  organizer 

Some  350  computer  trade  shows  are 
now  held  annually  in  the  U.S.,  but  Jim 
Warren  says,  "It's  more  of  an  anarchy 
than  an  industry."  Warren  should 
know;  he  is  both  a  pioneer  and  a  veter- 
an of  big  computer  shows.  Warren  is 
chairman  of  the  West  Coast  Comput- 

  er  Faire,  which  started  six  years 

ago  in  San  Francisco  with  about 
175  exhibitors  and  13,000  atten- 
dees, His  latest  Faire,  in  March, 
drew  more  than  47,000  people, 
each  paying  $15  to  see  the  wares 
of  450  companies. 

Despite  his  success,  the 
bearded,  heavyset  Warren,  46, 
didn't  start  out  to  be  a  technolo- 
gist's P.T.  Barnum.  He  taught 
math  for  a  decade  before  "stum- 
bling into  computers"  as  a  pro- 
grammer in  the  late  Sixties.  The 
Computer  Faire  was  organized 
to  compete  with  shows  starting 
on  the  East  Coast.  "We  were 
sitting  here  in  Silicon  Valley," 
he  says,  "the  undisputed  center 
of  the  industry,  and  we  said, 
'why  are  all  those  people  getting 
together  out  there  when  we're 
the  center  of  things?'  "  War- 
ren's Computer  Faire  is  now  one 
of  the  biggest  end  user  shows — 
the  kind  devoted  to  "tire  kick- 
ers" and  first-time  buyers. 
Although  Warren  finds  the  Com- 
puter Faire  profitable,  he  is  disillu- 
sioned and  wants  out — passionately. 
"I'm  blatantly  trying  to  sell  the 
show,"  he  says.  "It  makes  a  huge 
amount  of  money,  but  money  isn't 
enough.  It's  a  shuck  industry." 

What  will  Jim  Warren  do  next?  Go 
back  to  what  he  was  doing  before.  "I 
was  trained  to  be  an  educator  and  a 
computer  professional,  and  that's 
what  I  want  to  do."  And  probably 
create  yet  another  new  profession. 

Software  talent  agents 

Just  like  other  businesses,  the  com- 
puter industry  now  has  its  own  "ten 
percenters."  The  Software  Agency  in 
New  York  is  a  consortium  of  lawyers 
and  literary  agents  who  represent 
software  writers,  directed  by  35-year- 
old  Jay  Acton. 

Acton  and  about  a  half-dozen  other 
agents  in  New  York  and  Boston  are 
starting  out  with  about  an  equal 
number  of  software  authors,  but  he 
predicts  the  volume  generated  by  his 
software  writers  will  equal  that  of  the 
100  literary  authors  in  his  stable  with- 
in two  years.  Since  industry  experts 
say  about  75%  of  the  application  soft- 
ware programs  sold  are  produced  by 
independent  software  writers,  Ac- 
ton's count  may  be  conservative. 
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A  Breakthrough  In  Labor  Relations  Ha* 

\ehicles  Made 


Newsweek  called  it, ". .  .a  revolutionary 

agreement  "  The  Washington  Post  observed, 

". .  .  a  profoundly  hopeful  sign  for  both  the  auto- 
mobile industry  and  its  employees. . .  a  good  sign 
for  the  American  economy  as  well.''  The  Detroit 
Free  Press  said , "...  a  whole  new  style  and 
approach  to  Ford's  dealing  with  employees. ..." 

These  and  lots  of  other  respected  publica- 
tions were  referring  to  an  historic  labor  agreement, 
two  years  in  the  making,  that  was  signed  on 
March  1 ,  1982,  by  Ford  Motor  Company  and 


the  United  Auto  Workers.  It  was  an  enlight- 
ened commitment  to  the  future,  and  to  each 
other,  ushering  in  a  new  era  of  cooperation, 
quality  workmanship  and  mutual  respect. 

The  Quality  of  Our  Relationships  Affects 
the  Quality  of  Our  Cars  and  Trucks. 

When  individuals  are  given  a  sense  of 
commitment,  involvement  and  fulfillment,  they 
do  a  better  job. 

By  involving  our  people  in  every  step  of 

J 


Get  it  together  —  Buckle  up. 


helped  Create  The  Highest  Quality 
n  America. 


e  assembly  process,  by  listening  to  their  sugges- 
ts and  utilizing  those  suggestions,  we've  been 
)le  to  develop  new  and  more  efficient  methods 

assembly,  providing  greater  productivity,  at  a 
wer  cost.  By  working  together  during  the  last 
/o  years,  like  never  before,  we  at  Ford  Motor 
ompany  have  achieved  the  highest  quality  rating 

any  major  American  car  or  truck  maker, 
}ased  on  a  Ford  Motor  Company  sur- 
y  of  nearly  1 1 ,000  Ford  and  compet- 


itive 1982  new  vehicle  owners  measuring  things 
gone  wrong  after  three  months  of  ownership. ) 

Quality  You  Can  See,  Touch  and  Feel. 

Take  a  close  look  at  the  quality  of  our 
vehicles.  Visit  a  Ford  or  Lincoln- Mercury  dealer 
and  judge  for  yourself.  After  you  do,  you'll 

understand  that  at  Ford  Motor  Company 
quality  isn't  just  an  abstract  idea. 
It's  something  very,  very  real. 


There's  A  Ford  In  America's  Future. 


Technology 


Like  all  agents,  Acton  sees  himself 
as  his  client's  white  knight.  "Some- 
body has  to  collect  royalties,"  he  says. 
"Someone  has  to  make  sure  deals  are 
negotiated  fairly.  One  of  the  bestsell- 
ing  programs  on  the  market  today  was 
sold  to  the  publisher  on  a  fee  basis. 


sell  it  to  you,  often  for  one-third  off  its 
list  price. 

How  can  they  do  all  that  for  so 
little?  According  to  Cloudtree,  the 
soft-spoken  35-year-old  president  of 
ITM,  $100  is  just  enough  dues  to  con- 
vince him  a  customer  is  serious. 
"And,"  he  adds,  "he's  more  likely  to 
use  the  information  than  if  it  were 
given  away."  It's  also  economy  of 
scale,  since  costs  are  shared  by  many 
ITM  client  "members." 

Cloudtree  currently  employs  26 


Interactive  Tele-Marketing  President  Steven  Cloudtree 
The  aggregate  mind  of  software  products. 


That  writer  would  have  been 
better  off  with  royalties." 

The  Software  Agency  is  negotiating 
with  software  developers  to  produce 
documentation,  but  Acton  wants  to 
focus  on  the  more  creative  applica- 
tions of  software.  "We're  interested  in 
finding  the  analog,  if  you  will,  to  to- 
day's bestselling  novel.  But  we  want 
to  go  beyond  games — at  least,  games 
in  the  Pac-Man  sense,"  he  says.  "Peo- 
ple who  are  engineers-cum-entrepre- 
neurs  wouldn't  need  us.  We're  closer 
to  the  independent  contractor,  the 
'artist'  who,  like  a  novelist,  wants  to 
be  at  the  keyboard  but  doesn't  want  to 
hassle  with  marketing  and  selling  the 
product." 

Software  club  director 

For  $100,  Steven  Cloudtree  and  his 
associates  at  Interactive  Tele-Market- 
ing (ITM)  in  Lafayette,  Calif,  will  do 
your  software  shopping  for  you. 
They'll  ask  you  why  you  want  it,  who 
will  use  it,  how  much  you  already 
know  about  software.  Then  they'll 
consult  their  electronic  library — what 
Cloudtree  dubs  "the  aggregate 
mind" — of  close  to  2,000  products. 
They'll  select  the  right  package  and 


people  and  claims  600  members  but 
expects  ITM  to  be  nearly  twice  that 
size  by  June,  when  the  company  will 
move  into  new,  12,000-square-foot 
quarters. 

When  not  recommending  software, 
Cloudtree  pursues  studies  in  futuro- 
logy, the  art  and  science  of  predicting 
the  future.  "People  in  a  business  envi- 
ronment make  fairly  short-term 
plans,"  he  says.  "Futurology  goes  25 
to  50  years  out." 


Computer  lawyer 

Stephen  N.  Hollman  has,  if  you  will, 
specialties  within  a  specialty.  He  de- 
votes much  of  his  practice  to  business 
law  problems  affecting  computer  and 
high  technology  companies  in  the 
areas  of  contracting,  financing  and 
software  protection. 

But  Hollman,  a  partner  in  the  Cali- 
fornia law  firm  of  Gullixson,  Abrams, 
Hollman,  McCroskey  &  Anton, 
doesn't  believe  in  computer  law.  "It's 
an  amalgam,"  he  says,  "of  business 
law,  intellectual  property  law,  con- 
tracts and  the  Uniform  Commercial 
Code,  all  brought  together  to  meet  the 
needs  of  technology." 

If  he  denies  computer  law  in  the 
formal  sense  of  the  word,  Hollman 
does  acknowledge  issues  that  are  pe- 
culiar to  the  computer  world.  Copy- 
right protection  is  one.  "You  may  not 
reproduce  software,"  he  says.  "But  if 
there's  an  idea  embedded  in  the  soft- 
ware and  if  I'm  clever  enough,  I  can 
reverse  engineer  it  and  create  a  new 
program.  It's  a  new  facet  of  computers 
and  law  regarding  software  and  soft- 
ware alone." 

Hollman,  41,  is  one  of  about  a  doz- 
en attorneys  who  are  known  for  spe- 
cializing in  computer-related  issues, 
and  he  does  not  expect  to  be  joined  by 
many  more  like  himself.  "You  really 
have  to  understand  the  technology," 
he  says.  "I  attend  many  technical 
seminars  that  have  nothing  to  do  with 
law."  But  he  isn't  joined  by  his  fellow 
counselors:  "I  recently  attended  a 
software  seminar  that  drew  650  atten- 
dees, and  I  was  one  of  about  three 
lawyers." 

Law  schools  aren't  picking  up  on 
the  issues  yet,  either,  Hollman  says, 
except  for  some  law  review  articles. 
He  thinks  the  subject  of  computers 
and  the  law  should  be  offered  as  an 
advanced  elective.  "Let  students  see 
how  it  is  brought  to  bear  on  the  tech- 
nology at  hand." 


The  sunlight  that  kills 


In  the  struggle  between  mankind 
and  the  insect  kingdom  over  which 
will  inherit  the  earth,  logic  sides  with 
the  bugs.  After  all,  there  are  about  4 
million  insects  per  acre;  bugs  existed 
some  350  million  years  before  man, 
and  they  seem  endlessly  adaptable. 
Cockroaches,  for  example,  shrug  off 
radiation  levels  many  times  higher 
than  man  can  withstand.  It's  enough 
to  make  you  want  to  throw  in  the 
towel.  Still,  recent  research  soon  to 
be  published  by  Dr.  Jacques  Kagan  of 
the  University  of  Illinois  at  Chicago 
suggests  man  may  yet  have  the  late 
innings. 


The  basis  of  Dr.  Kagan 's  optimism 
is  a  group  of  new  organic  pesticides 
that  use  sunlight  to  kill  insects.  Sci- 
entists have  known  for  years  that  cer- 
tain compounds  react  with  light  and 
oxygen  to  produce  "singlet  oxygen," 
an  oxygen  molecule  whose  electrons 
are  so  excited  that  it  is  toxic  to  most 
microorganisms.  The  combination  of 
light  with  certain  organic  molecules 
has  already  been  used  to  disinfect 
wounds,  kill  fungus  in  aquariums 
and,  most  recently,  to  treat  psoriasis 
and  some  cancerous  tumors. 

But  new  research  has  shown  that 
photosensitivity  works  on  insects, 
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too.  When  sprayed  on  eggs  and  larvae, 
Dr.  Kagan's  compounds  react  with 
light  and  kill  them  with  a  burst  of 
toxic  oxygen.  Several  formulas  work 
in  combination  with  the  sun's  ultra- 
violet rays,  which  means  they  are  ef- 
fective even  on  cloudy  days. 

If  fully  developed  and  approved,  the 
new  insecticides  could  be  a  boon  for 
pest  fighters.  Being  sensitive  to  light, 
Kagan's  compounds  decompose  and 
don't  persist  in  the  ecosystem  like 
most  insecticides.  They  also  provide  a 
new  way  of  attacking  insect  strains 
resistant  to  conventional  pesticides, 
and  are  even  effective  on  bugs  that 
aren't  fazed  by  pesticides  like  DDT  or 
dieldrin. 

Commercial  production  is  still  a 


long  way  in  the  future,  however. 
Though  the  compounds  Kagan  is 
studying  appear  to  be  safe — some  ex- 
ist already  in  plants,  and  one  is  on  the 
FDA's  list  of  chemicals  approved  for 
food,  drug  and  cosmetics  use — toxic- 
ity studies  are  just  beginning. 

Moreover,  the  only  insects  Dr.  Ka- 
gan has  tested  so  far  are  the  fruit  fly 
and  the  yellow  fever  mosquito.  Both 
rapidly  succumbed  to  minute  doses  of 
photoactive  chemicals,  which  should 
bring  cheers  from  veterans  of  Califor- 
nia's 1981  medfly  disaster.  But  Kagan 
holds  out  scant  hope  for  beating  the 
common  cockroach:  "Roaches  shun 
light,"  says  Dr.  Kagan,  "and  they  are 
tough  beasts  to  kill.  Don't  hold  your 
breath." — Laura  Saunders 


Hail  to  the  orphan 

It  takes  capitalized  costs  of  about 
$70  million  to  bring  the  average 
new  drug  to  market  nowadays.  To 
justify  such  expenditures,  pharma- 
ceutical companies  concentrate  their 
efforts  on  the  "big  diseases,"  such  as 
heart  attacks,  peptic  ulcers  and  hyper- 
tension, which  run  rampant  through 
the  population.  But  what  about  the 
little  diseases,  the  obscure  conditions, 
many  genetically  founded,  that  afflict 
only  a  few  thousand  people,  rather 
than  millions?  Who  pays  for  research 
on  their  cause  and  cure?  Why,  the 
government,  of  course.  Who  else? 
Just  as  the  last  session  of  Congress 


ing — one  of  the  larger  segments  of 
drug  research  costs — related  to  find- 
ing a  cure  for  diseases  with  a  low 
incidence  among  Americans.  (Presi- 
dent Reagan,  in  signing  the  bill,  cited 
a  figure  of  200,000  cases  as  the  cutoff 
number.)  In  addition,  the  law  allows 
the  federal  Health  &.  Human  Ser- 
vices Department  to  grant  up  to  $4 
million  for  smaller  firms  and  indi- 
vidual researchers. 

In  the  welfare  state  good  intentions 
have  a  way  of  turning  into  bad  pro- 
grams, and  this  may  be  yet  another 
example.  The  term  "orphan  drug"  is 
nowhere  defined  within  the  law,  and 


there  be  no  reasonable  expectation  of 
profit  from  making  and  marketing  the 
drug  in  the  U.S. 

But  many  diseases  that  are  rare  in 
the  U.S.  are  commonplace  worldwide 
(see  below).  Sickle-cell  anemia  and 
many  parasitic  diseases  have  a  low 
incidence  here  but  are  major  killers 
overseas.  No  matter.  In  the  absence  of 
implementing  regulations  to  the  con- 
trary, their  research  in  the  U.S.  can  be 
subsidized. 

The  vague  wording  of  the  law  even 
benefits  existing  drugs.  Tagamet, 
SmithKline's  profitable  ulcer  treat- 
ment, has  succeeded  in  helping  pa- 
tients with  hirsutism,  a  condition  re- 
sulting from  a  hormone  imbalance. 
Under  the  Orphan  Drug  law,  if  Smith- 
Kline  decides  to  conduct  clinical  tri- 
als in  this  area,  it  qualifies  for  a  tax 
break.  And,  even  more  ironically,  if  a 
drug  originally  given  orphan  status 
turns  out  to  cure  the  common  cold, 
all  of  the  basic  R&D  would  have  al- 
ready qualified  for  tax  relief. 

Despite  its  potential  bounty,  the 
drug  industry  looks  with  caution  on 
the  law.  Dr.  George  Goldstein,  corpo- 
rate medical  director  of  Sterling  Drug 
and  a  member  of  the  Pharmaceutical 
Manufacturers  Association  Commis- 
sion on  Drugs  for  Rare  Diseases,  says 
that  the  drug  industry  "supported  the 
bill,  and  it's  in  the  public  interest  to 
lessen  the  disincentives  for  finding 
cures.  But  what  the  industry  really 
needs  is  extended  patents  and  reform 


Great  expectations 

There  are  cures  for  most  of  the  world's  major  parasitic  diseases,  but  they  are 
generally  out  of  reach  to  Third  World  populations.  The  Orphan  Drug  Act 
could  change  that,  and  provide  a  bonanza  to  U.S.  drugmakers  in  the  process. 

Disease 

Prevalence 

Location 

Preferred  treatment 

Malaria 

2.5  billion  exposed, 
13.5  million  cases 

worldwide 

quinine  dihydrochloride,  quinine  sulfate 
plus  pyrimethamine  plus  sulfadiazine 

Schistosomiasis 

200  million  cases 

Southeast  Asia,  Middle 
East,  South  America 

metrifonatet,  praziquantel*,  oxamniquine 

Trypanosomiasis           45  million  exposed 
(sleeping  sickness) 

Africa 

suramint 

Filariasis 

250  million  cases 

Asia,  Africa,  Americas 

diethylcarbamazine 

Onchocerciasis 

20  to  40  million  cases 

Africa,  Latin  America 

diethylcarbamazine 

Leishmaniasis 

N.A. 

worldwide 

stibogluconate  sodium 

'Available  only  on  an  investigatory  basis.                                                                  Sources:  Centers  for  Disease  Control;  World  Health  Organization 
tAvailable  from  Parasitic  Diseases  Division,  Center  for  Infectious  Diseases,  CDC,  Atlanta,  Ga. 

was  coming  to  its  frantic  end,  a  piece 
of  legislation  slipped  through  that 
provides  for  tax  credits  and  grants  to 
those  companies  undertaking  re- 
search into  what  have  become  known 
as  "orphan"  diseases.  The  Orphan 
Drug  law  allows  a  total  deduction  of 
73%  from  expenses  for  clinical  test- 


the  Food  &  Drug  Administration, 
which  will  probably  review  requests 
for  orphan  status,  has  at  this  point 
only  vague  guidelines  to  follow.  The 
200,000  figure,  for  example,  turns  out 
to  be  presidential  rhetoric  rather  than 
policy.  In  addition,  the  wording  of  the 
bill  is  vague:  It  requires  only  that 


of  the  costly  and  time-consuming 
[FDA]  approval  process."  Goldstein 
fears  that  the  Orphan  Drug  Act  may 
substitute  federal  giveaways  for  genu- 
ine reforms. 

If  experience  is  any  guide,  he  may 
well  be  right. — Christine  Miles 
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"Improving 
telecommunications 
all  over  the  world? 
GEE!" 

(No,  GTE!) 

At  an  oil  camp  on  a  wind-whipped  island 
off  the  tip  of  South  America,  a  GTE  digital 
switching  system  links  the  camp  with  the  out- 
side world. 

Along  a  6V2-mile  route  between  Brussels 
and  the  nearby  city  of  Vilvoorde,  a  GTE  opti- 
cal communications  system  carries  hundreds 
of  telephone  calls  at  once  on  high-speed  pulses 
of  light. 

We  brought  solar  telecommunications  to 
the  jungles  of  Colombia.  Microwave  telecom- 
munications to  Mexico  and  Spain.  And  satellite 
telecommunications  to  such  countries  as  China 
and  Italy. 

We  provide  telecommunications  for  coun- 
tries—like Algeria  and  Venezuela.  Or  just  cities, 
if  need  be— like  Vancouver,  B.C.,  and  Honolulu, 
Hawaii. 

There's  hardly  a  part  of  the  globe  that  isn't 
affected,  in  one  way  or  another,  by  GTE.  Of 
course,  the  degree  of  involvement  may  vary. 
But,  as  far  as  we're  concerned,  the  degree  of 
importance  is  always  the  same. 


Sailing  off  Newport  in  blissful  semiretire- 
ment,  entrepreneur  fesse  Philips  learned  of 
unfinished  business  back  home. 


And  miles  to  go 


By  Lisa  Gross 


Jesse  Philips  of  Dayton,  Ohio  is 
living  proof  that  you're  never 
too  old  to  make  a  mistake,  or  to 
change  your  ways  and  make  a  strong 
recovery.  Philips,  68,  is  chairman  and 
12%  owner  of  $296  million  (sales) 
Philips  Industries  Inc.,  which  has  in- 
creased earnings  81%  since  1978,  to 
$11.8  million,  on  a  10%  rise  in  sales 
of  such  products  as  aluminum 
windows  and  fiberglass  bathtubs 
to  the  depressed  housing  and  con- 
struction markets.  It  has  done  so 
well  because  Jesse  Philips  learned 
a  lesson  from  a  brush  with  bank- 
ruptcy in  1974. 

Philips,  then  59  and  in  his  third 
year  of  semiretirement,  was  in 
Newport,  R.I.  as  one  of  the  major 
sponsors  of  the  America's  Cup 
entry,  Mariner.  Philips  Industries, 
built  from  a  jalousie  manufactur- 
er he  had  bought  in  1957  for 
$200,000,  had  turned  in  $2.8  mil- 
lion profit  on  $203  million  sales 
in  1973.  Jesse  Philips'  original  in- 
vestment was  worth  more  than 
$25  million,  and  he  could  well 
afford  to  own  the  $700,000  54-foot 
yacht  Charisma.  In  fact,  in  1974  he  was 
in  his  second  try  at  retirement.  He 
had  retired  in  1956  with  a  net  worth 
of  $2  million,  made  from  turning 
around  losing  department  stores  and 
selling  them. 

But  retirement  was  not  in  the  cards 
for  Philips  this  time,  either.  A  call  to 
Newport  from  his  Dayton  headquar- 
ters told  him  that  Philips  Industries' 
banks  were  canceling  its  credit  and 
calling  in  its  loans.  Philips  had  built 
the  business  during  good  times  but 
had  stepped  away,  leaving  the  com- 
pany unprepared  for  hardship.  While 
Philips'  attention  was  on  yachting, 
his -then  president  continued  his  ex- 


pansive ways,  spending  $9  million  to 
build  and  equip  a  water-heater  plant 
in  1972.  It  turned  out  to  be  one  plant 
too  many.  When  housing,  mobile 
home  and  recreational  vehicle  mar- 
kets dried  up  in  1974,  Philips  Indus- 
tries quadrupled  short-term  debt  to 
$24  million  and  doubled  long-term 
debt  to  $40  million  in  a  vain  attempt 
to  support  its  bloated  42-plant  size. 
The  company  went  into  the  red,  los- 


Jesse  Philips  of  Philips  Industries 
He  gave  away  his  yacht. 


ing  $5  million  in  1974.  And  the  stock 
market  noticed:  By  August  1974,  the 
value  of  Jesse  Philips'  stock  had  evap- 
orated to  $3  million. 

Philips  returned  to  Dayton  and  con- 
vinced the  banks  to  stick  by  him  after 
assuring  them  he  was  back  full  time 
from  yacht  racing.  Today,  sitting  in 
his  spacious  Dayton  office  lined  with 
pictures  of  the  Charisma  (he  gave  the 
boat  to  the  Naval  Academy),  Philips 
recalls  that  time.  "With  our  business 
dropping,  we  had  excess  inventory,  so 
we  put  a  freeze  on  buying.  Purchasing 
departments  were  closed.  All  orders 
over  $500  had  to  be  approved  by  me," 
he  says.  On  the  suggestion  of  his  then 
executive  vice  president,  now  presi- 


dent, Robert  Brethen,  Philips  closed 
six  plants  to  save  $2  million  and  bring 
the  company  back  to  break-even.  He 
stuck  with  the  water-heater  plant  for 
another  year — a  mistake,  because  it 
pushed  Philips  into  the  red  by  $8.8 
million  in  1975 — before  closing  it, 
too.  They  eventually  closed  a  total  of 
17  plants  and  distribution  centers, 
lowering  total  fixed  costs  20% . 

Philips  Industries  began  to  be  man 
aged  with  a  vengeance.  White  time 
cards  tracked  time  on  the  assembly 
line;  blue  cards,  time  away  from  the 
line.  Foremen  checked  the  results  and 
reported  every  morning.  "We  in- 
creased our  productivity  10%  to  12% 
by  reporting,"  says  Brethen,  56,  a  no- 
nonsense  executive  who  spent  16 
years  at  GM  and  was  at  Fuqua  Indus- 
tries before  joining  Philips  in  1973. 

Philips  and  Brethen  used  value 
analysis  to  reduce  material  costs, 
about  60%  of  Philips'  total  fixed 
costs.  Twice  yearly,  teams  of  15  to 
25  people  from  each  division — man- 
agers to  truck  drivers  to  secretaries — 
seclude  themselves  for  five  days  to 
study  four  or  five  Philips  products. 
Vendors  are  invited  in  on  the  third 
day.  "We  say,  'You  tell  me  if  we're 
doing  this  at  the  lowest  possible 
cost,'  "  says  Brethen.  "The  ven- 
dors come  in  at  first  sort  of  dubi- 
ous, but  by  1 1  a.m.,  they're  into 
this  thing."  One  salesman  saved 
Philips  $200,000  annually  by 
suggesting  that  it  use  a  cheaper 
new  steel  alloy  for  making  props 
for  air  compressors.  A  Philips 
secretary  asked  why  there  were 
three  colors  of  wire  in  an  elec- 
tric motor.  No  good  reason,  said 
the  engineers.  Changing  that 
saved  Philips  $45,000  a  year. 
Last  year  Philips  saved  a  total  of 
$3  million  with  these  and  simi- 
lar changes. 

But  the  biggest  and  most  im- 
portant change  had  come  in  Phil- 
_  ips  himself:  Up  to  age  59,  he  was 
an  entrepreneur,  excited  by  the  fresh- 
ening breeze,  bored  by  the  careful 
tacking;  after  1974  he  became  a  man- 
ager, making  his  company  lean 
enough  to  survive  the  housing  down- 
turns, strong  enough  to  capitalize  on 
the  booms.  These  days  Philips  Indus- 
tries' return  on  equity  is  a  handsome 
18.4%;  its  stock  price,  having  trebled 
since  1981,  is  around  33  (Philips'  own 
holdings  are  worth  about  $25  mil- 
lion); and  Jesse  Philips  is  given  to  di- 
dacticisms: "Making  money  is  a  state 
of  mind,"  he  says.  "You  have  to  do  it 
with  today's  facts,  not  what  you  hope 
tomorrow  will  be."  Sounds  like  an- 
other retirement,  well  earned  this 
time,  might  not  be  far  off.  ■ 
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PERSONAL  COMPUTING: 
A  NEW  REVOLUTION  


Driven  by  technological  advances  and 
falling  costs,  increasing  capabilities,  and 
a  new  group  of  computer  users,  a  "per- 
sonal computing"  revolution  is  occurring 
throughout  homes  and  businesses.  End 
users,  realizing  significant  productivity 
gains,  have  seized  upon  the  personal 
computer  (or  microcomputer)  as  a  cost 
effective  method  of  increasing  on-the- 
job  effectiveness.  Corporate  and  MIS 
management,  most  of  whom  were  sit- 
ting on  the  sidelines  during  the  initial 
stages  of  this  revolution,  are  now  provid- 
ing impetus,  policies,  and  implementa- 
tion of  personal  computing,  a  new  con- 
cept which  embraces  end-users  pro- 
viding information  processing  solutions 
on  their  own,  on  any  type  of  equipment, 
microcomputer  to  mainframe,  without 
the  programming  help  and  involvement 
of  the  corporate  data  processing  de- 
partment. 

Because  the  personal  computing  rev- 
olution is  still  in  progress,  in  fact  just 
beginning,  its  outcome  is  yet  unknown. 


Its  short-term  impact  and  long-term 
implications,  though,  are  beginning  to 
show  themselves  to  vendors,  maintain- 
ors (MIS),  and  users  alike.  As  mentioned 
above,  end-user  demand  is  one  of  the 
principal  driving  forces  of  the  revolution, 
and  this  implies  radical  changes  in 
vendor  and  MIS  organizations  to  respond 
to  this  demand.  MIS  will  become  the 
controllers  of  corporate  data,  rather  than 
the  manipulators  they  represent  as  chief 
programmers.  Vendors  must  now  supply 
hardware  and  software  suitable  for  use 
by  typical  end-users,  that  is  people 
whose  jobs  and  interests  have  little  to  do 
with  computers  of  any  kind. 

Computing  solutions  for  this  new  class 
of  computer  users  take  many  forms, 
from  a  centralized  corporate  mainframe- 
based  Information  Center  to  networked 
or  standalone  personal  computers.  Since 
large  organizations  have  the  greatest 
capacity  to  implement  a  variety  of  differ- 
ent solutions,  we  first  focus  on  the  key 
issues  that  impact  personal  computing 
in  large  organizations.  The  need  to 
create  awareness  at  the  executive  and 


managerial  levels,  support  and  servic 
of  hardware,  software,  and  end  user 
control  of  corporate  data  and  program 
knowledge  of  costs,  and  establishmei 
of  corporate  policies  all  engender  mar 
difficult  problems. 

Productivity  is  the  main  reason  for  tl 
frenzied  attention  paid  to  personal  cor 
puting,  as  vendors,  MIS,  and  users  alii 
realize  that  end-user  involvement  ci 
often  produce  cheaper  and  timlier  sol 
tions  than  those  available  through  trat 
tional  channels.  In  particular,  thouc 
personal  computing  seems  to  offer  tl 
greatest  productivity  gains  for  ma 
agement,  the  group  of  office  worke 
who  have,  to  date,  benefitted  least 
gains  in  computer  and  office  autom 
tion.  Where  productivity  gains  can  I 
made  on  the  managerial  level  is  tl 
focus  of  the  second  section. 

Growth  as  a  vendor  with  persor 
computing  solutions  occurs  against 
backdrop  of  an  exploding  marketplac 
There  are  significant  new  business  o 
portunities  as  well  as  potential  pitfalls 
in  a  highly  competitive  marketplac 


THE  TECHNOLOGY  DRIVING  PERSONAL  COMPUTING 


As  The  Cost  Of  Computing  Power  Continues  To  Decline  Through  The  '80s. .  .So  Will  The  Cost  Of  Data 
Storage. 


Cost  of  Computing  Power 


Cost  Of  Hard  Disk  Storage 


[Estimated  End-user  Price  1 


10  Megabyte  Hard  Disc  Drive 
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The  declining  cost  of  computing  power  has  been  an  historic  feature  of  the  computer  industry.  However,  advances  in  semiconduct 
technology  has  greatly  helped  to  accelerate  that  trend  during  recent  years.  Data  storage  technology  has  kept  pace  by  compressing  ev 
increasing  amounts  of  information  onto  storge  media  and  speeding  access  to  the  data  stored  on  it.  Together,  these  enhancements  pern 
personal  computers  to  perform  increasingly  sophisticated  range  of  tasks.  Source:  Gartner  Groi 
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ADVERTISEMENT 


More  than  a 
personal  computer. 


It's  an  accountant  word 
processor  and  financial 
planner.  Now  for  only 
$3,390  per  user* 

No  matter  what  business  or  profession  you're  in,  ALTOS" 
has  a  desktop  business  computer  system  that  can  improve 
your  efficiency— at  a  price  that  won't  put  you  out  of  business. 

For  example,  a  typical  Altos  business  solution  includes 
integrated  software  applications  for  accounting  (including  a 
self-paced,  step-by-step,  built-in  tutorial),  word  processing  and 
financial  planning.  They're  all  easy  to  learn  and  use. 

You  can  also  choose  from  hundreds  of  other  applications  for 
attorneys,  dentists,  doctors,  insurance  agents,  manufacturers, 
pharmacists,  realtors  and  many  more. 

Altos  systems  are  designed  to  grow  as  your  business  grows. 
You  can  start  with  a  single  user  and  add  more  users  on  the  same 
system.  Plus  you  can  link  hundreds  together  with  a  network. 

And  when  you're  ready,  built-in  features  let  you  add  more 
storage  capacity,  peripherals  and  communications— even  elec- 
tronic mail  and  appointment  scheduling. 

All  of  our  systems  are  backed  by  responsive,  nationwide 
service  and  support  through  the  Customer  Service  Division  of 
TRW.  Inc. 

So  if  your  business  or  profession  demands  more  than  a 
personal  computer  can  deliver,  talk  to  Altos.  Call,  write  or  clip 
the  coupon  today  for  a  free  brochure  and  the  name  of  your 
local  Altos  representative. 


Packed  with  more 
value  for  business 

□  Please  tell  me  more  about  the  hundreds  of  uses  for  an  Altos 
desktop  business  computer  system. 

□  My  application  is  

□  Please  have  an  Altos  representative  contact  me. 

Name  Title  

Company  Tel  

Address  

City/State/Zip  

Mail  to:  Altos  Computer  Systems.  Attn:  Marketing  Services. 

2641  Orchard  Park  Way.  San  Jose.  CA  95134  FB-523 

800-538-7872  (In  Calif.,  800-662-6265) 


•Complete  five  user  Altos  system  for  $3,390  per  user  or  $16,950.  Price  approximate  and  may  vary  in  your  area  Packaged  system  includes  an  Altos  586-10  hard  disk  computer  with  the  XENIX  "/UNIX  " 
operating  system  with  the  Altos  Business  Command  Menu  Interface.'  five  terminals,  and  the  ALTOS  ACCOUNTANT  (with  the  built-m  ALTOS  COMPUTER  TUTOR).  ALTOS  EXECUTIVE  WORD 
PROCESSOR,  and  ALTOS  EXECUTIVE  FINANCIAL  PLANNER  applications  Price  does  not  include  printer,  cables,  installation,  taxes,  additional  training  and  maintenance. 

ALTOS  is  a  registered  trademark  of  Altos  Computer  Systems.  XENIX  is  a  trademark  of  Microsoft  and  is  a  microcomputer  implementation  of  the  UNIX  operating  system.  UNIX  is  a  trademark  of 
Bell  Laboratories  E  1983  Altos  Computer  Systems 


COMPUTES?  SYSTEMS 


Section  three  highlights  the  changing 
face  of  the  computer  industry  brought 
about  largely  by  personal  computing. 

Since  demand  for  product  is  so  great, 
new  vendors  enter  the  market  every 
day.  Every  industry  has  its  leaders, 
though,  and  we  examine  the  principal 
strategies  of  four  key  vendors  for  insights 
into  the  entire  industry.  Undoubtedly  a 
vendor  shakeout  will  eventually  occur, 
as  users  will  require  consistent  and  far- 
reaching  support,  compatibility,  and 
continuous  access  to  new  products. 
Vendors  unable  to  provide  these  ele- 
ments will  surely  fall  by  the  wayside. 

In  conclusion,  "Personal  Computing" 
takes  a  look  at  some  of  the  long-term 
effects  of  the  personal  computing 
revolution. 

PERSONAL  COMPUTERS  IN 
LARGE  ORGANIZATIONS  

Just  two  years  ago,  many  MIS  manag- 
ers were  reluctant  to  accept  personal 
computers,  believing  them  neither  pow- 
erful nor  fast  enough  to  solve  users' 
problems,  particularly  compared  to  cen- 
tral site  mainframe  alternatives.  This 
was  a  bad  miscalculation,  as  the  price 
performance  advantages  of  personal 
computers  has  become  readily  appar- 
ent. Thousands  of  micros  (mostly  Apples) 
have  found  their  ways  into  large  organi- 
zations by  the  "end  user  end-around", 
that  is,  users  purchasing  systems  under 
typewriter  or  miscellaneous  office  equip- 
ment budgets,  or  simply  bringing  their 
home  computers  to  the  office. 

Awareness  among  MIS  managers 
has  been  heightened  since  then,  and 
microcomputers  are  beginning  to  arrive 
in  large  organizations  more  by  man- 
agement directive  and  less  through 
grass  roots  acquisition.  Despite  the  often 
held  view  that  executives  would  be  the 
hardest  to  sell  personal  computing,  we 
now  see  many  examples  of  upper  man- 
agement acting  as  the  impetus  for 
emerging  corporate-wide  personal  com- 
puting strategies  and  policies. 

In  this  section,  wo  will  raise  some  of 
the  issues  and  considerations  every 


large  organization  must  address  regard- 
less whether  management  views  per- 
sonal computers  as  a  problem  that 
won't  go  away  or  an  opportunity  that 
cannot  be  missed. 

Creating  Awareness 

(At  The  Right  Level)  

Creating  computer  awareness  means 
much  more  than  convincing  manage- 
ment that  personal  computers  are  a 
permanent  fixture  of  the  corporation. 
Personal  computers  are  rapidly  evolving 
from  elementary  general  purpose  tools 
to  very  sophisticated,  highly  functional 
workstations  tied  through  networks  into 
major  corporate  databases.  According- 
ly, management  must  become  sensit- 
ized to  the  whole  panoply  of  issues 
raised  by  literally  thousands  of  computer- 
illiterate  personnel  awakening  to,  and 
exploring  the  possibilities  opened  up  by 
having  computer  power  at  their  finger- 
tips. Only  the  organization's  decision- 
makers can  speed  implementation  of 
personal  computing.  Only  those  same 
decision-makers  can  make  the  tough 
choices  that  are  necessary  to  keep  a 
difficult  transition  period  from  falling  into 
chaos. 


Procurement  

Centralized  procurement  procedures 
can  go  a  long  way  toward  reducing  (if 
not  eliminating)  the  problem  of  having  a 
company  permeated  by  computers  of 
every  make  and  model.  As  microcom- 
puters quickly  migrate  from  the  stand- 
alone mode  commonly  used  today  to 
becoming  the  basic  intelligent  terminal 
employed  by  most  users,  such  patch- 
works of  disparate  equipment  can  de- 
velop into  a  frustrating  and  costly  Tower 
of  Babel  for  the  large  organization.  Cen- 
tralized procurement  policies  not  only 
help  enforce  the  purchase  of  qualified 
systems,  they  also  allow  access  to  the 
volume  discounts  offered  by  most  ven- 
dors and  ensure  that  important  financial 
issues  (e.g.,  acquisition  funding,  tax 
credits)  are  properly  addressed. 


What  Are  The  Costs  

It  is  essential  to  understand  the  actua 
costs  implicit  in  a  large-scale  implemer 
tation  of  personal  computers.  Many  pei 
sonal  computers  have  entered  larg 
organizations  through  departmental  func 
ing;  their  expense  has  been  justifie 
almost  exclusively  on  the  basis  of  indl 
vidual  productivity  gains  from  stanc 
alone  applications.  Utilization  of  micro 
will  increase  dramatically,  however,  a 
users  recognize  advantages  in  sharin 
data  and  using  data  from  corporate  data 
bases.  These  new  capabilities  wor 
come  cheaply,  though  (see  chart).  Mar 
agement  must  understand  that  differen 
implementation  options  have  differer 
costs,  benefits  and  drawbacks. 

Selecting  A  Vendor  

If  users  follow  traditional  practice,  the 
will  focus  on  a  select  group  of  vendor: 
Factors  to  be  considered  are  a  vendor 
financial  viability,  whether  the  vendc 
has  the  resources  and  managemen 
capability  to  develop  future  state-of-the 
art  products  on  a  timely  basis,  and  « 
course,  the  user's  current  and  futur 
requirements. 

Some  important  considerations  whic 
carry  different  priorities  for  each  us« 
include  communications  requirement! 
software  requirements,  compatible 
product  evolution,  and  migration  patl- 
from  current  products.  Communication 
issues,  such  as  the  short-term  and  lone 
term  needs  to  interface  with  Local  Are 
Networks  (LANs)  and  corporate  info 
mation  networks,  will  also  surface  c 
considerations  in  the  vendor  selectic 
process. 


Personal  computers  are  usually  perceive 
as  a  $2,000  to  $5,000  expense  item.  Hoy 
ever,  even  in  standalone  configurations  ft 
costs  can  mount  up.  Integrating  standaloi* 
workstations  into  corporate  networks  \i 
LANs  and  other  communications  gear  a 
make  the  costs  far  higher.  Though  thei 
costs  should  continue  to  decline  (albeit 
different  rates),  waiting  for  the  ultimate  sof 
tion  at  the  lowest  eventual  price  can  be  i 
expensive  decision. 


ADVERTISEMENT 


The  new  COMPAQ  Portable  Computer. 
IBM  compatibility  to  go. 


imple,  isn't  it?  The  COMPAQ™ 
Portable  Computer  can  do 
what  the  IBM®  Personal 
Computer  does.  To  go. 

It  runs  all  the  popular  pro- 
grams written  for  the  IBM.  It 
works  with  the  same  printers  and 
other  peripherals.  It  even  accepts 
the  same  optional  expansion  elec- 
tronics that  give  it  additional 
capabilities  and  functionality. 

There's  really  only  one  big  dif- 
ference. The  COMPAQ  Computer 
is  designed  to  travel. 

Carry  the  COMPAQ  Comput- 
er from  office  to  office.  Carry  it 
home  on  the  weekend.  Or  take  it 
on  business  trips. 

If  you're  a  consultant,  take  it 
to  your  client's  office. 

If  you  use  a  portable  type- 
writer, you  can  use  the 
COMPAQ  Computer  as  a 
portable  word  processor 
instead. 

If  your  company 
already  uses  the 
IBM  Personal 
Computer,  add 
the  COMPAQ 


you'd  probably  need  to  buy  an 
additional  display  screen  because 
the  built-in  screen  is  too  small  for 
certain  tasks,  like  word  process- 
ing. The  COMPAQ  Computer's 
display  screen  is  nine  inches  diag- 
onally, big  enough  for  any  job,  and 
it  shows  a  full  80  characters  across. 
And  the  built-in  display  offers 
high-resolution  graphics  and  text 
characters  on  the  same  screen. 

The  bottom  line  is  this.  The 
COMPAQ  Computer  is  the  first 
uncompromising  portable 
computer.  It  delivers 
all  the  advantages 
of  porta- 
bility 


In  the  standard  configuration, 
the  COMPAQ  Computer  has  three 
open  slots  for  functional  expan- 
sion electronics  as  your  needs 
and  applications  grow.  It  accepts 
standard  network  and  commu- 
nications interfaces  including 
ETHERNET"'  and  OMNINET™. 

If  you're  considering  a  per- 
sonal computer,  there's  a  new 
question  you  need  to  ask  your- 
self. Why  buy  a  com- 


^^^^|P^  Portable  as  a 

mobile  unit  that 
can  use  the  same  pro- 
grams, the  same  data  disks,  and 
even  the  same  user  manuals. 

There  are  more  programs 
available  for  the  COMPAQ  Com- 
puter than  for  any  other  portable. 
More,  in  fact,  than  for  most  non- 
portables.  You  can  buy  them  in 
hundreds  of  computer  stores 
nationwide,  and  they  run  as  is, 
right  off  the  shelf. 

With  most  other  portables 


without  trad- 
ing off  any  com- 
puting power  capability. 
And  what  do  those  advantages 

cost? 

Nothing. 

The  COMPAQ  Por- 
table sells  for  hundreds 
less  than  a  compara- 
bly equipped  IBM  or 
APPLE®  III.  Standard 
features  include  128K 
bytes  of  internal  memory 
and  a  320K-byte  disk  drive, 
both  of  which  are  extra-cost 
options  on  the  IBM.  Memory 
and  additional  disk  drive  up- 
grades are  available  options  to 
double  those  capacities. 


puter  that 
isn't  portable? 
For  more 
information  on 
the  COMPAQ 
Portable  Computer 
and  the  location  of  the 
Authorized  Dealer  nearest 
you,  write  us.  COMPAQ 
Computer  Corporation,  20333 
FM149,  Houston,  Texas  77070. 
Or  call  1-800-231-9966. 


J  1983  COMPAQ  Computer  Corporation 
IBM*  is  a  registered  trademark  of  International  Business 
Machines  Corporation. 

ETHERNET  "  is  a  trademark  of  Xerox  Corporation. 
OMNINET"  is  a  trademark  of  Corvus  Systems. 
Apple*  is  a  registered  trademark  of  Apple  Computer,  Inc. 
COMPAQ'"  is  a  trademark  of  COMPAQ  Computer 
Corporation. 
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comma 


The  most  computer  you  can  carry 


V  PORTABLE  COMPUTER 


THE  PERSONAL 
COMPUTERS 
DESIGNED  FOR 

PEOPLE  WHO 
DON'T  KNOW  HOW 

TO  USE  ONE. 


DECmate  II  The  fully  supported  office  and  small  business  system. 


Until  now  there  were  only  two  ways  most  people  could 
learn  to  use  a  personal  computer.  Struggle  through  a  manual.  Or  some- 
how push  buttons  until  you  get  the  hang  of  it.  The 
first  way  could  take  several  months.  The  second, 
several  years. 

So  Digital  Equipment  Corporation, 
the  world's  second  largest  computer 
company  perfected  a  third  way.  It's 
called  Computer-Based  Instruction: 
the  personal  computer,  itself,  teaches  you.  The 
program  lasts  about  an  hour.  And,  when  you're 
finished,  you  know  how  to  operate  Digital's 
personal  computer. 

We  didn't  stop  there, 
though.  We  designed  a  keyboard 
that  makes  sense  the  first  time  you  use  it.  We  also  put  in  a  "Help"  key 
with  all  kinds  of  aids  and  prompts  to  guide  you  along  as  you  work. 

Chances  are  there  are  millions  of 
people  who'd  like  to  learn  to  use  a  personal 
computer  but  don't  have  the  time  or 
the  patience. 

Now  you  don't  need  either. 

For  a  brochure  on  our 
three  new  personal  computers, 
call  1-800-DIGITAL.  Or  write: 
Digital  Equipment  Corporation,  200  Baker  Avenue,  Concord,  MA  01742. 


PROFESSIONAL  300  SERIES  The  minicomputer  of  personal  computers 


/ 


RAINBOW  IOO  The  low-cost,  high-performance  machine. 


PnjftSMonal }%  DECmile  and  Rainbow  100  m  trademarks  (if  Digital  Equipment  Corporation 
©  Digital  Equipment  Corporation  IW 
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The  Real  Costs  Of  Personal 
Computing        Source:  Gartner  Group 


Standalone  Use 

Microcomputer 

S  3.500 

Hard  Disk 

2.000 

Shared  Printer 

500 

Oatacomm 

500 

Software 

500 

Training 

500+ 

Support  and  Service 

1.000+ 

$  9.000+ 

Shared  Large  Peripherals 

Shared  Gateway  Expense 

2.000 

Shared  DBMS  Systems 
and  Application  Software  2.000 

Shared  Mainframe  Power 

5.000 

Other 

800 

Total  Workstation  Cost  $23,800+ 


Managing  The  System  

Perhaps  the  most  difficult  problem  fac- 
ing MIS  departments  (or  whomever  is 
spearheading  microcomputer  imple- 
mentation) is  effective  asset  manage- 
ment. This  includes  effective  utilization 
by  the  end  user,  as  well  as  more  global 
concerns  such  as  auditability,  privacy, 
and  security. 

The  implementation  process  usually 
starts  with  some  part  of  an  organization 
bringing  in  personal  computers.  End- 
user  support  requirements  shift  imple- 
mentation details  to  MIS,  or  sometimes 
to  an  office  automation  group  to  coordi- 
nate information  exchange  and  support 
functions.  This  in-house  expertise  helps 
match  user  needs  with  available  appli- 
cations programs  and  provides  users 
with  at  least  some  of  their  training  needs. 
Of  all  corporate  departments,  MIS  is 
best  equipped  to  manage  the  personnel 
and  projects  related  to  personal  compu- 
ter implementation.  Auditability,  privacy, 
and  security  are  all  critical  issues  that 
may  not  be  considered  seriously  until 
problems  arise.  Yet,  most  DP  managers 
know  that  it  is  less  costly  to  address 
such  potential  problem  areas  up  front, 
before  they  get  out  of  control. 

During  the  last  decade,  computer 
audit  staffs  have  made  significant  pro- 
gress in  developing  auditing  tools  to 
work  with  the  major  programming  lan- 
guages and  applications  packages. 
However;  the  advent  of  personal  com- 
puters has  greatly  accelerated  the 
growth  of  applications  packages  and 
language  implementations.  This  on- 
slaught changes  audit-staff  require- 
ments, and  exposes  new  liabilities. 

The  issue  of  privacy  is  a  double- 
edged  sword.  The  user  benefits  from  the 
ability  to  maintain  personal  data.  How- 
ever, this  raises  the  following  corporate 
privacy  issues: 

•  What  information  can  be  kept  in  a 

user  file? 

•  Is  host  data  updated  by  rekeying,  or 
will  the  micro  be  connected  directly 
to  the  central  site  database? 


•  With  user  access  to  data,  how  ci 
data  integrity  be  ensured? 

•  How  can  misuse  of  corporate  d 
be  prevented9 

•  How  is  data  security  maintained" 

Maintaining  data  security  will  char 
drastically  if  control  is  dispersed.  M< 
agement  will  be  forced  to  set  up  rigorc 
and  possibly  costly  procedures  to  p 
tect  proprietary  information.  Data-; 
cess  procedures  must  be  establish 
as  well  as  procedures  to  prevent  (oi 
least  discourage)  employees  from  ws 
ing  off  with  confidential  informati 
Further,  management  must  also  prot 
hardware,  as  the  size  and  dispersior 
these  assets  make  tempting  targets 
the  sticky-fingered  set. 

Management  and  control  of  the  chai 
ing  data  processing  environment 
require  new  techniques.  In  the  "old"  d 
processing  world,  processes  were  e. 
ier  to  establish  and  maintain  since 
was  centralized.  Even  enlightened  c 
porations  that  recognize  these  proble 
will  have  difficulties,  especially  sir 
workable  techniques  have  not  pass 
the  test  of  time.  Moreover,  the  costs 
establishing  the  required  security,  d 
assurance  and  auditability  are  not  f 
known. 

Finally,  large-scale  personal  comp 
ing  raises  a  host  of  legal  issues,  mj 
still  unresolved,  that  may  prove  vi 
messy,  such  as: 

•  Definition  of  corporate  vs.  perse 
data. 

•  Program  ownership. 

•  Company  liability  if  software  pa 
ages  are  copied  illegally. 

•  Using  software  programs  on  multi 
machines. 

Establishing  company  policies  is 
important  first  step  in  a  planned  after 
to  bring  microcomputers  into  an  orgs 
zation.  The  issues  raised  above,  thoi 
obviously  incomplete,  highlight  the  v 
complexity  and  potential  risks  that 
inherently  part  of  the  process. 


ADVERTISEMENT 


CRT  word  processors 
speak  15  human  languages, 


 a. 


Arabic 


Spanish 


English 


I  MOVE 


German  Portuguese* 


Dutch 


Modern 
Greek* 


Danish 


Afrikaans*  Norwegian 


French 


Finnish 


Italian* 


Swedish 


Katakana 
Japanese* 


And  ^electronic  ones, 


C  BASIC  *      FORTRAN-80      COBOL-80  Pascal/MT+~ 


PL/T-B 


BASIC  80/ 
BASIC  Compiler 


CB80™ 


This  astounding  linguistic 
jxpertise  means  there  are  millions 
ipon  millions  of  people  who  could 
rtake  their  jobs  easier  with  a  CPT 
yord  processor 

If  you're  one  of  the  390  million 
>eople  who  speak  English,  you'll 
ye  glad  to  know  that  a  CPT  word 
>rocessor  does,  too 

All  keys  are  simply  labeled, 
vith  words  like  Up,  Down,  and 
4ove.  That  simplifies  even  the 
nost  complicated  editing  tasks. 

For  those  who  don't  speak 
English,  a  CPT  word  processor 
peaks  another  14  languages, 
.anguages  spoken  by  1 .01  billion 
nore  people  around  the  world. 

And  for  the  growing  number 

'Software  only  Uses  English  keyboard 
il983  CPT  Corporation  All'nghts  reserved 


of  people  whose  jobs  require  them 
to  speak  the  universal  languages  of 
the  computer,  CPT  offers  seven  to 
choose  from.  So  a  CPT  word  pro- 
cessor can  be  used  in  place  of  a 
personal  or  micro-computer. 

CPT  word  processors  even 
speak  the  languages  of  other  office 
machines. 

With  CPT's  planned  Office 
Dialog  Link™  network,  CPT  word 
processors  will  talk  to  computers, 
electronic  mail  and  data  networks, 
typesetters,  and 
more. 

No  wonder 
CPT  Corpora- 
tion is  one  of  the 
fastest  growing 
word  processor 


manufacturers  in  the  world. 

Everywhere  we  go,  we  speak 
the  language. 

Get  a  free  28-page  copy  of 
Word  Processing— A  Step  At  A 
Time"  Packed  with  useful  advice. 

Mail  to  CPT  Information  Service, 
PO  Box  3900,  Peona,  IL  61614 
Or  call  800-447-4700  (In  Alaska, 
907-277-3527  In  Hawaii,  808-488-7781 ) 

Name  


Title. 


.  State _ 


_Zip_ 


FS-37 


The  easy  way  to  automate  your  office 



TOOLS  FOR  MANAGERIAL  PRODUCTIVITY 


MANAGERIAL 

PRODUCTIVITY  

Managers  and  executives  are  interest- 
ed in  personal  computers  because  they 
perceive  them  as  simple,  cost-effective 
tools  that  can  increase  productivity.  While 
tremendous  effort  has  been  spent  to 
automate  the  functions  of  bookkeepers, 
clerks,  and  secretaries,  little  effort  has 
been  made  to  increase  managerial  pro- 
ductivity through  automation.  This  fact 
itself  is  worthy  of  comment,  since  white 
collar  salaries  constitute  the  largest  part 
of  the  office  budget.  The  phenomenal 
success  of  programs  such  as  VisiCalc 
has  caused  authors  to  turn  their  atten- 
tion to  automating  the  professional- 
through  a  personal  computer. 

The  executive,  manager,  and  profes- 
sional alike  spend  a  good  portion  of  their 
day  communicating  in  a  variety  of  ways. 
Part  of  the  time  is  spent  gathering  and 
disseminating  information.  Part  is  spent 
transforming  information  into  different 
forms,  through  calculation,  aggregation, 
and  other  techniques.  These  activities 
can  be  greatly  enhanced  with  a  per- 
sonal computer.  Links  to  the  corporate 
host  computer,  a  variety  of  public  data- 
bases, and  other  personal  computers 
provide  current,  "live"  data  for  analysis. 
Micro-mainframe  software  provides  a 
secure,  easy-to-use  environment  from 
which  the  personal  computer  user  can 
extract  data  from  these  sources. 

Integrated  operating  environments 
(lONs)  provide  new  data  manipulation 
capabilities  for  the  manager.  They  make 
it  easier  to  be  proactive  rather  than  reac- 
tive, as  they  simplify  projections,  fore- 
casts, and  trend  analyses.  Graphics 
capabilities  convey  in  pictures  things 
that  tables  of  numbers  cannot.  The 
lONs  of  today  will  shortly  have  far 
greater  capabilities.  Integrated  with  them 
will  be  calendars  and  other  common 
applications  "required  by  every  execu- 
tive" (see  sidebar). 

Managerial  productivity  does  not  limit 
itself  to  data  and  text  manipulations, 
though.  Telephone  activities,  an  impor- 
tant part  of  everyone's  day,  will  also  be 


Key  software  programs  have  played 
important  roles  in  the  personal  com- 
puter revolution.  Microsoft's  MBASIC, 
Digital  Research's  CP/M,  and  Visi- 
Corp's  VisiCalc  all  harnessed  com- 
puter power  for  users.  Two  important 
generic  tools  have  emerged  to  lead 
the  next  generation:  the  "integrated 
operating  environment"  (ION)  and 
the  "micro-mainframe  link." 

Integrated  Operating 
Environments  

lON's  are  computer  programs  which 
provide  the  user  with  a  simple  method 
of  switching  between  several  com- 
mon functions,  while  retaining  ele- 
ments of  command  and  file  compati- 
bility. lON's  are  characterized  by  ease 
of  use,  on-line  (accesible)  "help",  and 
their  ability  to  manipulate  data  in 
several  forms:  text,  numeric,  and 
graphic. 

Lotus  Development  Corporation's 
1-2-3,  currently  the  most  popular 
ION  available  commercially,  inte- 
grates spreadsheet,  graphics,  and 
data-management  functions.  So  does 
Context  Management's  MBA  soft- 
ware package.  Apple  Computer's  Lisa 
computer  system  will  integrate  these, 
and  several  other  functions  including 
a  project  manager,  a  free-form  draw- 
ing module,  and  a  word  processor. 
VisiCorp's  VisiON  is  made  to  work  on 
several  different  computers  and  in- 
cludes a  "mouse",  or  desktop  pointer 
device  that  significantly  reduces  the 
need  to  use  a  keyboard. 

The  Micro-Mainframe  Link  

Managers  require  access  to  corpo- 
rate data  to  make  projections,  ana- 
lyze trends,  and  confirm.  Data  from 
mainframes  is  desirable  for  several 


reasons,  including  lack  of  duplic 
tion,  quality  of  data,  and  currency 
data.  Several  products  provide  thei 
services.  MSA's  PeachLink  commu 
icates  between  mainframes  runnir 
MSA  on-line  systems  and  a  person 
computer.  Data  selected  from  a  mai 
frame  screen  is  stored  in  the  person 
computer,  where  it  can  be  used  lat 
by  different  Peachtree  software  pr< 
ducts,  including  PeachText,  Peac 
Calc,  and  Business  Graphics. 

VisiCorp  has  two  products  in  th 
area.  VisiLink  permits  extraction 
data  from  McGraw-Hill's  Data  R 
sources,  Inc.  VisiAnswer  is  a  ne 
product  announced  jointly  with  h 
formatics  General  Corp.  It  has  tw 
parts,  one  of  which  runs  on  each  pe 
sonal  computer  and  the  other  on  th 
corporate  host  computer  to  whic 
they  are  attached.  VisiAnswer  cu| 
its  data  from  several  popular  corp< 
rate  database  products  running  c 
IBM  mainframes.  Both  products  pe 
mit  the  use  of  extracted  data  wi1 
other  VisiSeries  products. 

On  the  hardware  front,  while  IBi 
was  announcing  the  new  capabiii" 
for  its  huge  installed  base  of  327 
terminals  to  also  emulate  the  Pe 
sonal  Computer,  a  relatively  unknot 
company,  TAC,  was  providing  th 
means  for  IBM  PCs  to  emulate  3275 
through  IRMA,  a  circuit  board  whic 
fits  into  the  PC.  While  IRMA  on 
provided  local  access  to  IBM  main 
frames,  its  newest  product,  IRM/ 
LINE,  offers  remote  access  not  ju 
for  the  PC  but  for  the  popular  DE 
VT-100  terminal  line  as  well  as  th 
Apple  II  and,  significantly,  the  App 
Lisa. 

Jack  Kar 
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Announcing  the  end 

ofthe 
isolated  employee. 


OmegaNet® 
from  Compucorp 


People  have  always  worked  better  when  they 
could  communicate.  So  why  should  they  have  to 
put  up  with  work  stations  that  are  isolated? 

Compucorp  doesn't  think  they  should.  That's 
why  Compucorp  invented  OmegaNet."  It's  a  local 
area  network  that  allows  you  to  connect  your 
information  processing  work  stations  together  in  a 
single  system.  What  goes  in  one  terminal  can 
come  out  another.  Your  work  stations  can  share 
information  from  common  files.  And  they  can 
share  common  resources,  such  as  printers. 

OmegaNet"  can  utilize  Compucorp's  own  Data 
Base  Management  System,  one  of  the  most  sophis- 
ticated software  systems  ever  developed.  You  can 
find  individual  records  in  a  flash  -  even  if  there  are 
tens  of  thousands  of  them.  It  makes  very  complex 
tasks  very  simple  to  achieve.  And  with  our  com- 
munication packages,  you  can  connect  your  work 
stations  to  most  brands  of  main  frame  computers. 

Compucorp's  745  diskless  work  station  -  specifi- 
cally designed  for  OmegaNet R  -  is  less  costly  than 
many  other  work  stations.  And  all  Compucorp 


information  processors  can  operate  as  part  of 
OmegaNet? 

Compucorp  was  rated  Number  One  in  the 
National  Datapro  survey  of  word  processor  users 
in  both  1981  and  1982.  Now  the  people  at 
Compucorp  have  applied  their  award-winning 
technology  to  their  network.  For  more  informa- 
tion about  OmegaNet®  send  in  the  coupon  today. 

In  California 

1-800-556-1234  1-800-441-2345 


■1 


Ext.  28 


Ext.  28 


Compucorp 

2211  Michigan  Avenue.  Santa  Monica,  California  90404 


I — |  Please  have  a  Compucorp  Representative 
\—i  call  me  to  discuss  OmegaNet 


□ 


Please  send  me  more 
information 


company  name 


street  address 


telepho 


F-l-5-23-83 


\ 


automated.  Texas  Instruments  recently    PORTABLE  PERSONAL  COMPUTING 


announced  voice  store-and-forward  for 
their  Professional  Computer.  These 
capabilities  permit  the  personal  compu- 
ter to  emulate  a  phone-answering  ma- 
chine. Also  announced  was  a  hardware 
and  software  subsystem  which  permits 
voice  input  to  the  computer  with  natural 
language  recognition.  No  longer  will 
using  a  personal  computer  require  typ- 
ing skills.  This  is  a  natural  productivity 
gain  for  managers,  most  of  whom  do  not 
type;  all  are  accustomed  to  giving  orders, 
though,  to  man  or  machine. 

Other  features,  such  as  electronic 
mail  and  personal  computer  conferenc- 
ing, will  also  help  the  manager  to  com- 
municate. Electronic  mail  lets  an  indi- 
vidual create,  store,  receive  and  forward 
any  document  or  data  stored  on  the 
system  to  any  other  personal  computer 
attached  to  the  system.  The  ability  to 
send  messages  to  any  of  several  mail- 
ing lists  will  also  be  useful  for  computer 
conferencing.  Voice  or  keyboard  input 
can  be  forwarded  to  all  the  participants 
in  an  electronic  conference  who  are  not 
necessarily  required  to  respond  in  real 
time. 

Every  executive  has  one  "hot"  file  in 
his  desk— all  the  top  priority  items.  Fal- 
ling costs  of  mass  storage  and  increas- 
ing processing  power  imply  fast  access 
through  personal  computing  to  a  far 
larger  number  of  "hot"  items.  The  ability 


The  improvements  in  micro-electron- 
ic technology  which  produced  per- 
sonal computers  do  not  end  on  the 
desktop.  Over  the  past  twenty  years 
we  have  seen  the  size  requirements 
for  computers  fall  at  a  rate  exceeding 
twenty-five  percent  per  year.  This 
means  that  a  computer  of  a  given 
processing  power  shrinks  to  1/10th 
its  original  size  every  eight  years,  and 
1/100th  of  its  original  size  every  six- 
teen years.  It  can,  therefore,  be  pro- 
jected that  today's  IBM  3033  main- 
frame computer  will  fit  in  a  one-inch 
cube  by  the  year  2000. 

The  implications  for  personal  com- 
puters is  just  now  beginning  to  be 
felt.  Starting  with  the  success  of  the 
Osborne  portable  computer,  the  in- 
dustry quickly  realized  that  the  por- 
table computer  was  a  not  only  a  bona 
fide  market,  but  a  very  substantial 
one  at  that.  Non-Linear  Systems' 
KAYPRO  product  soon  became  the 
second  most  popular  full-function 
portable  on  the  market.  Now,  one  can 
write  memos  and  reports,  perform 
order  entry  and  do  spreadsheet 


analysis  in  airplanes,  taxis  and  hot 
rooms. 

The  next  generation  of  portab 
computers  promises  to  achieve  ne 
levels  of  portability.  For  instanc 
MicroOffice  Technology's  PortaWi 
ter  easily  fits  inside  a  briefcase  ar 
can  store  up  to  twenty  pages  of  te> 
Once  back  at  the  home  office,  tf1 
PortaWriter  connects  to  a  typewriti 
that  prints  out  the  memory  content 
Olivetti  will  market  the  MicroOffic 
product  under  its  own  name,  caliir 
it  the  ETV-100.  Grid  Systems,  th 
Cadillac  of  portable  computers,  a 
fers  an  ultra-thin  computer  with 
high  resolution  screen  that  display 
quality  graphics.  Other  vendors  wh 
portable  computer  offerings  indue 
Compaq,  Epson  and  Tandy.  Inasmuc 
as  there  are  literally  hundreds 
applications  suited  for  portable  con 
puting  power,  involving  hundreds 
thousands  (if  not  millions)  of  user 
this  market  is  one  that  should  con 
tinue  to  show  high  growth  over  con 
ing  years. 

Ken  Smalheist 


Meeting  Morrows  Challenge 

While  it  is  not  necessary  to  be  a  technologist,  it  is  important  for  today's 
leaders  to  possess  a  technical  awareness. 

Understand  the  impact  technology  will  have  on  your  organization. 
Attend  TechTran's  briefing  on: 

MICROCOMPUTERS  IN  THE  CORPORATE  ENVIRONMENT 

July  11-12,  1983  New  York      July  28-29,  1983  Toronto,  Canada 
Call  for  your  free  TechTran  brochure. 

TechTran       (203)  348-4412 

a  subsidiary  of  Gartner  Group,  Inc. 


to  collect,  process,  and  distribute  thl 
information  electronically,  rather  tha 
manually,  means  a  significant  (mcred 
ble  as  it  seems,  perhaps  a  tenfold  <| 
more)  gain  in  the  productivity  of  tl 
important  sector  of  white  collar  worker) 

VENDOR  STRATEGIES 
IN  AN  EXPLODING 
MARKETPLACE  


The  exploding  personal  computer  mat 
ket  has  continued  to  exceed  the  predic 
tions  of  even  the  most  bullish  mdusti 
observers.  Demand  has  been  growin 
at  an  accelerating  rate,  and  only  a  sma 
portion  of  it  (5%  at  most)  has  been  satis 
fied  by  entry  level  products.  VarioL, 
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All  You  Want  in  a  Computer 
At  a  Price  You'd  Never  Expect 


■  Mutitv .  x  wisi*;  cowuti^l  *iV»jsimI  -• 


Introducing  the  New  TRS-801  Model  4  Personal  Computer  From  Radio  Shack 


64K  Model  4 
With  Two  Disk  Drives 
And  RS-232C 


1999 

Cat  No  26-1069 


■  80-Column  by  24-Line  Video  Display 

■  64K  RAM  (Expandable  to  128K)  Can  Be 
Used  As  a  Super-Fast  "Disk  Drive" 

■  CP/M-Plus-  Capability  Means  You  Can 
Use  Thousands  of  Business  Applications 

■  Includes  All  This — Two  Disk  Drives, 
RS-232  Communications  Interface, 
Printer  Interface  and  Numeric  Keypad 

The  Productivity  Machine.  The  professional  approach 
to  improving  personal  productivity  is  Radio  Shack's  new 
TRS-80  Model  4  desktop  computer.  The  Model  4  has 
features  built-in  that  cost  extra  in  other 
computers — features  that  will  make  your  job  a  lot  easier. 

Designed  to  Make  Hard  Work  Easy.  The  easy-to-read 
80-character  by  24-line  display  and  64.000-character 
internal  memory  make  Model  4  perfect  for  complex 
spreadsheet  analysis.  To  speed  operations,  our 
"MemDisk"  emulates  a  super-fast  disk  drive  in  memory 
for  keystroke-quick  responses  instead  of  time-consuming 
disk  access.  A  built-in  print  spooler  lets  you  work  on  one 
job  while  printing  another. 

Retail  prices  may  vary  at  individual  stores  and  dealers  CP/M  Plus  is  a  registered 

trademark  of  Digital  Research.  Inc  .  ' 


Versatile  and  Powerful.  Most  managers  just  don't  have 
the  time  to  write  their  own  programs.  That's  why  Radio 
Shack  designed  the  Model  4  to  be  completely  com- 
patible with  our  existing  line  of  word  processing, 
time  management,  electronic  filing— in  fact,  all  TRS-80 
Model  III  software.  And  soon  you'll  be  able  to  choose 
from  thousands  of  CP/M-based  programs  as  well. 

See  It  Today.  Our  complete  set  of  documentation  will 
have  you  using  your  Model  4  in  no  time.  So  stop  by  your 
nearest  Radio  Shack  Computer  Center,  store  or 
participating  dealer  for  a  demonstration.' 


The  biggest  name  in  little  computers® 

A  DIVISION  OF  TANDY  CORPORATION 


..I 
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forecasts  peg  the  1983  micro  market  at 
slightly  over  $4  billion,  but  it  would  not  be 
surprising  if  the  actual  figure  ends  up  at 
$6  billion  or  more.  Corporate  orders  of 
1 ,000  units  or  more  are  becoming  com- 
monplace, of  note  being  GEISCO's  re- 
cent order  for  10,000  IBM  PC's. 

The  number  of  micro  vendors  is 
approaching  two  hundred,  and  it  is 
apparent  that  spiraling  demand  will  not 
only  postpone  the  long-awaited  industry 
shake-out  but  continue  to  attract  even 
more  players  at  the  producer  level. 
However,  competitive  pressures  will  be- 
gin to  heighten  this  year,  leading  to 
accelerating  consolidations  in  various 
sub-markets,  albeit  at  different  rates. 

The  microcomputer  explosion  has 
dramatically  changed  many  accepted 
principles  of  the  computer  industry  Al- 
most overnight,  the  industry  has  gone 
from  one  characterized  by  a  few  high- 
priced  sales  (in  the  millions)  to  many 
thousands  of  low-priced  sales  (in  the 
few  thousands). 

Of  course,  mainframe  computers  are 
still  sold  in  the  traditional  way  (namely, 
direct  marketing  by  company  reps)  and 
the  demand  for  mainframes  as  well  as 


minicomputers  will  be  sharply  spurred 
and  not  reduced  by  proliferating  micros. 
Although  many  volume  sales  of  micros 
are  handled  like  mainframes,  the  pros- 
pect of  producing  and  shipping  literally 
millions  of  computers  each  year  has 
exerted  and  will  continue  to  exert  strong 
pressures  on  the  computer  business. 

Before  surveying  the  prospects  for 
the  leading  suppliers,  let's  look  at  how 
the  industry  has  already  changed,  con- 
centrating on  the  new  "imperatives  for 
success"  in  this  business. 

The  Battle  For 

Distribution  Channels  


Although  product  features  will  remain  an 
important  consideration,  merely  sport- 
ing a  capable,  competitively  priced  micro 
with  a  wealth  of  software  does  not  gua- 
rantee success  without  access  to  distri- 
bution channels  to  end  users.  Clearly, 
the  personal  computer  explosion  has 
impacted  existing  channels  and  helped 
to  create  new  ones.  The  vendors  that 
protect  and  expand  current  channels 
and  blaze  new  distribution  trails  are  the 
ones  likely  to  emerge  as  eventual 
winners. 


Computer  retail  stores  remain  tl 
leading  distribution  channel  and  shoi 
handle  nearly  half  of  all  micros  shippi 
this  year.  Although  independent  ston 
are  the  dominant  factor  at  this  level,  tl 
largest  single  retail  entity  is  Compute 
land,  the  super-franchiser  which  recen 
opened  its  400th  outlet.  With  aggressi 
plans  to  open  approximately  250  mo 
stores  this  year,  Computerland  has  be 
effective  in  reaching  not  only  the  horr 
and  small  business  markets  but  tr 
large  business  market  as  well.  Tr 
Stamford,  Conn.,  Computerland  outl 
for  example,  offers  training  and  suppc 
services  that  meet  the  needs  of  larc 
corporate  users  and  it  counts  sever 
Forbes  1 000  companies  among  it  clienl 

One  new  retail  channel  vying  to  ste 
some  of  Computerland's  thunder  is  tl" 
computer  mart,  which  is  essentially 
shopping  center  comprised  of  vendo 
specific  stores. 

By  providing  a  wide  range  of  compe 
ing  products  (Boston's  BOSCOM,  schec 
uled  to  open  in  March,  1984,  is  gearir 
up  for  300  companies  with  permanei 
showrooms),  computer  marts  offer  or 
place  for  consumers  to  become  edi 


Principal  Microcomputer  Distribution  Channels 


OEM/Systems  Franchise 
Houses        Retail  Stores 


Manufacturer 

I 

Mail  House 
Orders 

Manufacturer 
Retail  Stores 

Merchandisers 

Independent 
Retail  Stores 
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flenorandum  to  District  flonogers. 

(Enclosed  ore  detail  shuts  of  our  »»penses  for  the  first  half  of  the 
year  These  figures  should  prowe  helpful  in  preparing  your  forecasts  for 
the  next  fiscal  year  i 
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This  stand-alone  information  processor 
can  do  a  lot  more  than  just  stand  alone. 


The  best  way  to  start  an  office  of  the  future  is  with 
a  word  processor  that  really  has  a  future. 

Take  our  EXXON  500  Series  Information  Processors 
as  excellent  examples. 

As  stand-alone  units  they're  ideal.  With  many  practi- 
cal function  and  performance  features  that  competitive 
units  charge  extra  for  . . .  if  they  have  them  at  all. 

But  the  most  exciting  feature  of  our  EXXON  500  is 
the  fact  that  it  can  grow  into  a  fully  functioned  office 
automation  system. 

What's  more,  by  adding  the  CP/M®  Operating  System 


any  EXXON  500  can  operate  as  a  highly  versatile  small 
business  or  personal  computer.  And  that  lets  you 
automate  dozens  of  computing  and  data  management 
tasks  like  general  ledger,  accounts  payable,  forecast- 
ing, business  modeling  and  more. 

So  start  with  the  best  value  in  word  processing  . . . 
the  EXXON  500.  It's  the  ideal  way  to  step  into  an  office 
of  the  future  . . .  without  the  shock. 

For  more  information  on  our  upgradeable  and  ex- 
pandable EXXON  500  Series  Information  Processors, 
just  send  in  the  coupon  below.  Or  call  800-327-6666. 


The  future... without  the  shock. 


OFFICE 
SYSTEMS 


Exxon  Office  Systems  FRB  05  23 

P.O.  Box  10184,  Stamford,  CT  06904 

I'd  like  to  know  more  about 

□  the  EXXON  500  Series  Information  Processor 

□  the  EXXON  8400  Series  System 

Please  have  your  representative  call. 


Name   

Company. 
Address_ 
City  


.Title. 


.State 


Zip 


Telephone . 


800-327-6666 

Ltmm  IN  CONNECTICUT  800-942-2525  mmmJk 


The  new  TI 
Professional  Computer* 
It  makes  you  the  one 
with  the  answers* 


System  Unit 

1 6-bit.  8088  microprocessor 

64K  byte  RAM,  expandable  to  256K  bytes 

4K  byte  graphics  display  memory 

5-slot  expansion  bus 

Keyboard 

Specially  designed  low  profile 
Popular  typewriter  layout 
97  keys,  including  12  function  keys 
Separate  numeric  keypad  and  cursor  control 
clusters 

Tactile  response,  for  quick  positive  entry 
Upper-  and  lower-case  letters 
Display  Units 

12-inch  monochrome  (green  phosphor)  or 
13-inch  full-color,  25  lines  x  80  columns 
High  resolution,  720  x  300  pixels 
Mass  Storage 

Built-in  320K  byte  diskette  standard 
Additional  internal  storage  of  320K  byte 

diskette,  or  5  or  10  Mbyte  Winchester  disks 

optional 
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"oday's  business  executive  is  faced  with 
world  of  questions.  Questions  about 
iroductivity.  Cost  control.  And  the 
ottom  line. 

To  help  you  come  up  with  the 
nswers  and  alternatives,  we  introduce 
he  newTexas  Instruments  Professional 
i>mputer.  The  one  with  the  power, 
he  expandability,  the  easiest-to-use 
:eyboard,  extremely  high  resolution 
[raphics,  and  a  broad  array  of  software. 

 SPECIFICATIONS  - 


All  the  leading  operating  systems 
and  programming  languages  are  avail- 
able. You  can  use  many  popular  applica- 
tion programs  from  the  best  software 
suppliers  to  help  you  create  spread  - 
sheets,  do  word  processing,  construct 
graphics,  communicate  with  other 
data  bases  or  create  your  own.  All  of 
which  lets  you  control  assets,  manage 
your  time,  and  make  projections  for 
tomonow's  performance  —  today. 


Communications  Options 

300  BPS  or  300/1200  BPS  internal  modem 
TTY.  3780 

3270  SNA  stand-alone  (Summer  1983) 
3270  BSC  and  SNA  cluster  (Fall  1983) 
Operating  Systems 

MS'" -DOS,  Digital  Research™  CP/M-86®,  and 
Concurrent  CP/M-86'",  UCSD  p-System'" 
Languages 

BASIC,  COBOL,  FORTRAN,  Pascal 
Applications  Software 

Over  100  programs  available  from  the  most 
popular  software  vendors  such  as  Micro- 
soft, Ashton-Tate,  Micro-Pro,  IUS,  Sorcim, 
Peachtree,  BPI,  Lifeboat  and  others. 
Printers  (Available  Spring  1983) 
150-cps  TI  850  Series  for  most  applications 

FOOTNOTES:  MS-DOS  is  a  trademark  of  Microsoft 
Corporation  CP/M-86  and  Concurrent  CP/M-86  are 
trademarks  of  Digital  Research,  Inc.  UCSD  p-System 
is  a  trademark  of  the  Regents  of  the  University  of 
California. 


And  for  a  clear  "hard  copy"  print- 
out of  information,  you  can  rely  on  the 
new  850  Series  printers,  made  by  Texas 
Instruments  especially  for  the  new  TI 
Professional  Computer. 

In  short,  the  TI  Professional  Com- 
puter helps  you  make  better  business 
decisions  based  on  better  information. 
With  the  performance  and  reliability 
you  expect  from  TI . 

If  you're  on  your  way  up,  the  new 
Texas  Instruments  Professional  Com- 
puter can  help.  Because  it  makes  you 
the  one  with  the  answers. 

For  information  and  a  demonstra- 
tion, visit  your  local  computer  dealer, 
or  write:  Texas  Instruments,  Data 
Systems  Group  CA,  Dept.  1  Al  FB, 
P.  Q  Box  402430,  Dallas,  TX  75240. 
a  call  toll-free:  1-800-527-3500. 

Creating  useful  products 

and  services  for  you.  wm^W 

Texas 
Instruments 


jpynght  ©  1983  Texas  Instruments 
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One  more  reason  to  buy  your  new 
personal  computer  at  ComputerLand. 

FREE  SOFTWARE! 


If  you've  been  thinking  about  buying  a  personal 
computer,  now's  the  time  to  do  it.  Because  right  now, 
when  you  buy  a  personal  computer  worth  $1500* 
or  more  at  a  participating  ComputerLand,  we'll 
give  you  a  valuable  software  package  absolutely 
free.  Select  from  a  wide  variety  of  programs,  like 
word  processing  and  financial  planning.  Including 
brand  names  like  WordStar,  Visi- 
Calc,  SuperCalc,  EasyWriter  II, 
VolksWriter,  dBase  II,  TIM,  Home 


ComputerLand 


©ComputerLand  1983 

Accountant,  CP/M,  Concurrent  CP/M  86,  and  VisiFile. 

The  personal  computer  experts  at  ComputerLand 
will  help  you  choose  the  computer  that's  best  for 
your  needs.  And  they'll  back  it  up  with  all  you  need 
in  the  way  of  service,  accessories,  and  support.  Plus 
—for  a  limited  time  only— free  software!  So  if  you've 
been  considering  a  personal  computer,  buy  now  at 
ComputerLand.  And  get  free  soft- 
ware to  boot! 


We  know  small  computers. 
Let  as  introduce  you.  * 


Over  400  stores  worldwide. 


For  locations  call  (800)  227-1617,  Ext.  118.  In  Calilomia  call  (800)  772-3545,  Ext.  118.  In  Hawaii  or  Canada  call  collect  (415)  930-0777. 

Or  its  equivalent  in  value  up  to  10%  of  computer  purchase  price  Valid  at  time  of  purchase  only 
Not  valid  with  any  other  discounts.  Otter  ends  May  31 . 1983  At  participating  stores. 
••$3000  in  Canada. 


:ed  (various  classes,  from  profession- 
3nted  seminars  to  general  hands-on 
ning  facilities,  are  envisioned),  and 
npare  products.  A  similar  facility, 
:OM  ART  is  planned  to  open  in  Dallas, 
o  in  March,  1984. 

However,  unlike  computer  marts, 
nputer  retail  stores  cannot  carry 
ire  than  four  or  five  product  lines  eco- 
nically.  As  this  fact  became  increas- 
ly  apparent  to  retailers  towards  the 
j  of  1981,  existing  lines  were  pared 
/vn  and  new  ones  scrutinized  very 
efully  before  being  adopted.  The  bat- 
for  shelf  space  was  on.  And  after  IBM 
ered  the  arena,  it  became  clear  that 
3n  the  growing  number  of  retail  outlets 
uld  not  be  able  to  handle  the  antici- 
ed  huge  demand  for  micros.  This 
ved  to  intensify  the  competition  for 
ailable  space. 

Dne  response  by  the  large  manufac- 
srs,  notably  Xerox,  IBM  and  Digital 
jipment  was  to  open  their  own  retail 
lets.  By  the  end  of  1 983,  IBM  will  have 
sned  nearly  200  IBM  Product  Cen- 
5  compared  to  1 5-20  at  the  start  of  the 
jr.  Tandy,  though,  possesses  a  distri- 
ion  network  unparalleled  in  the  indus- 
Its  more  than  8,000  Radio  Shack 
lets  and  computer  centers  have 
ved  Tandy  well  by  providing  a  wide- 
ching  distribution  channel. 

\nother  important  distribution  chan- 
for  the  business  markets  is  through 
je-added  resellers  (VARs)  which  buy 
dware  in  quantity,  add  software,  peri- 
jrals  and  other  features,  and  usually 
rket  the  finished  product  under  their 
n  name.  Manufacturers  who  sell  ex- 
sively  to  VARs  do  not  have  the  high 
;rhead  associated  with  maintaining  a 
ss  force  and  can  thus  devote  most  of 
ir  time  and  attention  to  research,  de- 
pment  and  manufacturing  efficiencies. 

Convergent  Technologies,  a  supplier 
state-of-the-art  workstations  to  Bur- 
ghs, NCR  and  a  host  of  smaller  supp- 
>,  recently  added  Prime  Computer  to 
growing  list  of  resellers.  Convergent 
hnologies  is  committed  to  remaining 


at  the  leading  edge  of  technology  and 
will  soon  introduce  two  new  products,  a 
micro/mainframe  to  be  integrated  with 
its  multi-user/multi-tasking  workstation 
and  a  portable  computer.  However,  un- 
less and  until  it  establishes  its  own  distri- 
bution channels,  its  fortunes  will  be  tied 


to  the  fortunes  of  its  large  customers. 
Another  important  supplier  to  resellers 
to  small  and  medium-sized  businesses 
is  Altos  Computer.  Altos  plans  to  address 
the  large  business  market  through  large 
dealers  and,  in  time,  its  own  marketing 
force. 


%  Of  Business  Personal  Computers 
Sold  With  Hard  Disk  Drives 


As  new  integrated  software  becomes  more  popular,  5'U"  hard  disk  drives,  that  can  store 
several  times  the  amount  of  data  as  can  flexible,  (or  "floppy")  disk  drives,  and  can  access 
data  much  faster,  will  be  considered  an  essential  feature  by  many  business  users.  Rapidly 
falling  prices  (currently  at  about  $2,500  retail  that  should  drop  to  about  $1,000  by  1985)  in  a 
market  that  is  very  price  sensitive  will  help  fuel  demand. 
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Micro  Merchandising   

As  a  commodity  business,  success  in 
the  micro  market  has  a  lot  to  do  with 
product  differentiation  (with  increasing 
reliance  on  advertising),  becoming  a  low 
cost  supplier,  and  being  able  to  respond 
to  shortening  product  life  cycles. 

1982  may  be  remembered  as  the 
year  that  the  computer  industry  disco- 
vered Madison  Avenue.  With  advertis- 
ing blitzes  carried  in  all  the  major  media, 
companies  such  as  Apple  Computer, 
IBM,  Digital  Equipment,  Texas  Instru- 
ments, Radio  Shack,  Burroughs,  TeleVid- 
eo,  Commodore  and  Atari  battled  for  the 
high  ground  in  consumer  awareness. 

Although  advertising  agencies  cer- 
tainly welcome  the  business,  they  have 
come  to  appreciate  the  problems  asso- 
ciated with  an  immature  industry  char- 
acterized by  constant  change  and  short 
product  cycles.  It  seems  that  by  the  time 
an  advertising  strategy  is  transformed 
into  actual  ads,  the  approach  is  often 
considered  obsolete.  This  requires  more 
study,  planning  and  of  course,  new  ads. 
Another  problem  is  that  many  of  the 
newer  computer  firms  have  had  signifi- 
cantly less  marketing  experience  than 
their  counterparts  in  other  consumer 
oriented  industries.  Some  have  ad- 
dressed this  gap  by  hiring  executives 
with  experience.  Two  notable  examples 
are  Osborne  Computer,  whose  Presi- 
dent and  C.E.O.,  Robert  Jaunich  held 
the  top  spot  at  Consolidated  Foods, 
Corp,  and  Apple  Computer,  whose  new 
President  and  C.E.O.,  John  Sculley,  was 
the  former  Chairman  and  C.E.O.  of  Pep- 
sico.  Whatever  the  case,  you  can  be 
certain  we  will  see  much  more  of  our 
friends  Charlie  Chaplin,  Dick  Cavett  and 
Bill  Cosby  in  1983  and  beyond. 

Price  Competition  .  

Historically,  the  computer  industry  has 
not  been  known  for  strong  price  compe- 
tition. IBM  enjoyed  hefty  margins  on  its 
sales  and  its  mainframe  competitors 
were  able  to  make  market  inroads  large- 
ly by  being  substantially  cheaper  than 
"Big  Blue".  All  this  has  changed  by 


micros,  helped  along  by  IBM's  "new 
look"  (i.e.,  post-antitrust  suit).  Its  recently 
announced  new  personal  computer,  the 
XT,  is  targeted  at  the  business  markets 
and  offers  impressive  capabilities.  But 
more  important  was  the  XT's  aggressive 
price  tag,  making  it  the  first  hard  disk 
system  in  its  class  to  crack  the  $5,000 
barrier.  At  the  same  time,  IBM  cut  prices 
on  the  Personal  Computer  by  15%. 
Several  competitors,  such  as  Apple, 
Wang,  Xerox  and  Zenith,  soon  followed 
suit  with  price  reductions  of  up  to  26%. 
By  this  action,  IBM  announced  its  inten- 
tion to  become  a  price  leader  and  thus 
compel  the  competition  to  contend  with 
its  formidable  manufacturing  capabili- 
ties. Nevertheless,  Gartner  Group  be- 
lieves that  while  several  marginal  sup- 
liers  may  be  squeezed  out  of  the  market, 
IBM's  aggressive  pricing  will  help  spur 
latent  demand  in  more  price-sensitive 
markets. 

What  IBM  is  doing  to  the  business 
markets,  Commodore,  another  vertically 
integrated  vendor,  is  attempting  in  the 
home  market.  Both  of  these  price  lead- 
ers may  have  an  eye  on  the  several 
Japanese  companies,  notably  NEC,  Fu- 
jitsu and  Toshiba,  who  will  undoubtedly 
apply  the  all-too-familiar  Japanese  mar- 
ket share  strategies  that  have  worked  so 
well  in  other  industries.  Though  yet  to 
make  serious  inroads  in  the  U.S.,  "Japan, 
Inc."  looms  large  on  the  horizon  for  1 985 
and  beyond. 

An  Era  Of  Shortening 
Product  Cycles  

As  we  continue  to  progress  along  our 
technology  learning  curves,  as  shown  in 
the  two  charts  at  the  beginning  of  this 
article,  new  breakthroughs  in  integration 
(i.e.,  combining  voice,  image,  data  and 
text  into  new  applications)  will  occur  at 
an  accelerating  rate.  Therefore,  it  is 
imperative  that  suppliers  seeking  to 
establish  long-term  market  presence 
have  the  capability  to  respond  quickly  to 
such  advances.  Moreover,  vendors  will 
be  under  constant  pressure  to  antici- 


pate technological  gains  and  resultii 
market  realities  and  plan  migration  pat 
for  current  and  succeeding  products. 

Niche  Markets  

The  microcomputer  revolution  will  ere? 
literally  hundreds  of  market  niches 
various  sizes  and  longevities.  One  mi 
ket  niche  to  emerge  in  1982  that  proi 
ises  to  really  blossom  this  year  is 
multi-user  workstations.  They  are  ge 
erally  very  powerful  systems,  priced 
the  $8,000  to  $1 2,000  range,  that  peri 
several  users  to  share  resources.  M< 
also  include  multi-tasking  capability 
which,  by  employing  multiple  proce 
sors,  allows  the  computer  to  work  sim 
taneously  on  different  tasks.  Posinc 
direct  threat  to  many  minicomput 
based  applications  for  end-users,  c 
rent  leaders  in  this  estimated  $500  r 
lion  market  (up  from  $200  million 
1982)  are  Convergent  Technologi 
Altos  Computer,  Fortune  Systems,  Wii 
Systems,  Cromemco  and  Alpha  Mic 
However,  some  niche  markets  ; 
challenged  by  the  advent  of  increasin 
functional  personal  computers.  One 
these  is  the  standalone  word  proci 
sing  market,  where  companies  such 
CPT  NBI,  Lanier,  Compucorp  and  Mic 
enjoyed  heady  growth  over  the  p 
several  years.  How  these  compan 
move  towards  expanding  their  pn 
ence  into  other  markets  is  very  intere 
ing  to  observe.  Compucorp,  believ 
that  the  answer  lies  in  delivering  qus 
software,  has  introduced  DBMS1  wh 
integrates  data  and  word  process 
with  its  top-of-the-line  Omega  w 
processing  software.  DBMS1,  which 
run  on  8-bit  personal  computers,  is 1 
geted  at  a  wide  range  of  horizoi 
applications.  Exxon  Office  Syster 
which  remarkets  Compucorp's  prodi 
"under  its  own  name,  will  emphasize 
marketing  and  service  strengths  to  c 
market  share.  Its  entry  level  500  In 
mation  Processor  will  be  integrated  i 
a  professional  workstation  later  this  y 
that  will  capitalize  on  the  graphics  ca 
bilities  of  its  new  ink  jet  printer 


ADVERTISEMENT 


History  will  record  as  a  profound  irony 
that  the  most  powerful  word  processing  package 
ever  created  for  the  IBM®  Personal  Computer 
wasn't  created  by  IBM. 


LEADING  EDGE. 

IHM  is  a  registered  trademark  of  International  Business  Machines  Corporation 


15  pointed  questions  to  ask  MSA 
or  any  software  supplier 

Save  this  box*  It  can  help  you  make  an  intelligent  software  decision* 


ICan  you  offer  us  a  complete 
♦  range  of  software  systems 
designed  to  work  together? 

Or  will  we  have  to  piece  together  a  patch- 
work of  systems? 

2 Are  your  systems  just  record 
♦  keepers,  or  can  they  really 
help  us  make  decisions? 

Can  we  pull  together  information  from  any 
of  our  integrated  systems?  In  exactly  the 
form  we  want  it? 

3 Can  you  provide  business 
♦  software  for  both  mainframe 
and  microcomputers? 

Do  you  develop  this  software  yourself  or  do 
you  simply  market  it  for  another  company? 

4 Are  your  systems  truly  online 
♦  so  all  of  our  information  is 
current? 

How  many  of  your  systems  are  online?  How 
secure  are  they? 

5 Will  my  company  have  to  be 
♦  be  the  one  that  discovers  the 
bugs  in  your  brand  new  system? 

Just  how  long  have  your  systems  actually 
been  used,  and  how  have  they  been  tested? 


6 Will  you  update  your  systems 
♦  as  technology  advances  and 
regulations  change? 

What  are  some  of  your  most  recent  updates? 
Will  you  keep  us  current  on  regulatory 
changes? 

7 Do  your  systems  really  do 
♦  everything  you  say  they  will? 

Or  will  we  have  to  change  them  or  add  to 
them  to  get  the  features  we  want? 

8 How  long  have  you  been  in 
♦  business? 

What  are  your  revenues?  What  is  your 
growth  record?  Where  will  your  company 
be  five  years  from  now? 

9 How  many  systems  has  your 
♦  company  installed? 

How  many  of  these  were  installed  in  the  past 
six  months?  How  many  of  your  earlier 
customers  are  still  using  — and  liking — your 

systems? 

-|  /"\   Do  your  financial  systems 
lv*  handle  unlimited  foreign 
currencies? 

Do  your  financial  systems  use  a  common  set 
of  currency  exchange  rates? 


UCan  you  link  my  personal 
♦  computer  directly  to  our 
central  computer — so  I  can  get  my 
own  information? 

Is  that  software  available  right  now? 

-|  ^    How  will  you  make  sure 
Xw*  our  own  people  thoroughly 
understand  your  system? 

Do  you  have  educational  centers  near  us,  or 
will  we  have  to  travel  all  the  way  across  the 
country  to  find  one?  Will  you  be  there  to 
help  during  installation  and  after? 

BHow  many  of  your  people 
♦  specialize  in  software  for 
my  industry? 

How  many  accountants  work  for  you? 
Human  resource  specialists?  Manufacturing 
experts? 

-|  A     Do  your  systems  have 
Jl.1*  built-in  features  that  make 
them  easier  to  use? 

What  happens  if  someone  needs  help  figur- 
ing out  a  feature?  Do  you  have  online 
documentation  that's  easy  to  understand? 

■f  ^    As  my  business  changes 
JL._7»  will  your  system  be  flexible 
enough  to  change  with  it? 

Or  will  we  have  to  pay  a  lot  to  revamp  it? 
Or  even  regenerate  it? 


These  questions  will  help  you  when 
you  sit  down  with  individual  soft- 
ware companies. 

They're  tough  questions.  Relevant 
ones.  And  any  supplier  who  is  worth 
his  salt  should  be  able  to  answer 
them  without  backpeddling. 

Ask  MSA 

We'll  answer  all  these  questions  to  your 
satisfaction — plus  any  others  you  have. 

In  fact,  we're  probably  the  best 
equipped  to  answer  them.  Because 
MSA  is  the  software  company.  We  offer 
the  most  complete  line  of  totally  inte- 
grated systems  in  the  software  industry, 
including  financial,  human  resource 
and  manufacturing. 

So  you  avoid  the  headache  of  trying 
to  tie  together  individual  systems.  (And 
the  even  bigger  headache  of  adding 
to  them.) 

We've  planned  our  growth,  and  the 
growth  of  our  products.  Instead  of 


acquiring  systems  piecemeal,  then  try- 
ing to  integrate  them,  MSA  develops 
each  system  to  work  with  the  others. 

With  MSA's  integrated  systems, 
there's  no  unnecessary  duplication  of 
data  or  effort.  Reporting  is  faster.  All 
your  information  is  more  timely  and 
accurate — and  in  the  form  you  choose. 

In  short,  we  do  everything  we  can 
to  help  you  make  informed  business 
decisions. 

Our  technical  edge  comes 
from  experience 

Staying  ahead  is  easier  for  a  company 
that's  steeped  in  software  technology. 
MSA  has  spent  years  developing,  refin- 
ing, testing  and  enhancing  our  systems. 

This  year  alone,  we'll  invest  $25 
million  to  make  sure  all  our  systems 
are  technologically  razor  sharp.  That 
gives  us  a  decided  advantage  over 
flash-in-the-pan  technology  that  may 
not  have  the  bug-free  logic  of  a  more 


experienced  system. 

It  also  gives  you  a  decided  advantage 
over  "custom"  systems  you  have  to  up- 
date yourself. 

MSA  relieves  you  of  that  time- 
consuming  burden.  We  update  and 
enhance  your  software  for  a  full  year. 
Then  we  continue  this  service  for  a 
surprisingly  low  annual  fee. 

Maintenance  includes  keeping  your 
system  up-to-date  technologically. 
Enhancing  it  with  new  features  that 
make  it  work  even  harder  for  you. 
And  making  sure  it  reflects  changes  in 
accounting  procedures  and  govern- 
ment regulations,  including  401(k), 
TEFRA,  andFAS52. 

If  we  can  do  all  this,  you  can  be  sure 
MSA's  software  is  flexible  enough  to 
accommodate  changes  in  your  busi- 
ness. You  won't  have  to  unexpectedly 
invest  in  customizing  or  completely 
regenerating  your  systems  when  you 
expand  or  reorganize. 


ALLTAX,  ALLTAX  Reporter,  EASY-SCREEN,  Executive  Peachpak,  Peachtree  Software,  and  Extended  Closed  Loop  are  trademarks  of  Management  Science  America,  Inc 


35,000  days 
of  customer  training 

We  make  sure  your  people  have  a  firm 
grasp  of  our  systems.  Last  year  alone, 
MSA  conducted  more  than  35,000  stu- 
dent days  of  customer  training  for  over 
1,800  companies.  At  education  centers 
all  over  the  world,  as  well  as  at  our 
headquarters. 

From  training  sessions  to  cassettes 
to  complete,  easy-to-understand 
documentation,  MSA  provides  the 
most  extensive  Customer  Education 
Programs  in  the  industry. 

We  even  do  a  follow-up  audit  after 
installation  to  make  sure  you're  getting 
the  most  from  our  system. 

MSA  not  only  enhances  software, 
we  enhance  the  people  who  use  it. 
Regular  user  meetings  give  our  cus- 
tomers a  forum  to  express  their  likes, 
dislikes  and  suggestions.  These  often 
lead  to  new  product  developments. 

Our  systems 
are  always  ready 
to  HELP 

MSA  systems  are  just  as  friendly  as 
our  people.  Our  online  HELP  feature 
actually  guides  users  through  our 
systems.  And  EASY-SCREEN™  lets 
them  design  their  own  screens  without 
creating  data  processing  nightmares. 

If  there's  ever  a  question  or  problem 
with  our  systems,  MSA  customers  are 
always  close  to  service.  Our 
Account  Managers  are  knowl- 
edgeable, responsive,  and 
backed  by  a  complete  team 
of  industry  specialists. 

This  team  is  responsible  for 
solving  the  specific  software 
needs  of  your  industry.  So  you'll 
never  get  a  blank  look 
or  an  answer  that 
doesn't  relate  to  your 
business. 


The  heart  of 
our  integrated  systems 

It's  MSA's  General  Ledger  System. 
Combined  with  Accounts  Payable/ 
Purchase  Order  Control  and  our  other 
systems,  it  gives  you  complete  control 
over  your  financial  information. 

Over  800  accountants,  financial 
experts  and  programming  specialists 
work  together  to  make  MSA's  financial 
systems  the  most  advanced  and  most 
highly  integrated  in  the  industry 

MSA 
has  the  answers 

Whatever  your  size — whatever  your 
business — MSA  has  a  total  software 
solution. 

We'll  provide  the  highest  quality 
integrated  online  software,  including 
the  systems  listed  at  the  right. 

We'll  tie  your  business  and  manufac- 
turing software  systems  together, 
using  our  exclusive  Extended  Closed 
Loop™  manufacturing  system. 

We'll  provide  business  software  for 
your  microcomputers,  through  our 
Peachtree  Software  Company. 

We'll  even  link  you  up  with  your 
company's  main  computer — with 
MSA's  Executive  Peachpak™  applica- 
tion software.  A  revolutionary  concept 
that  lets  you  get  the  mainframe  infor- 
mation you  need  through  your  per- 
sonal computer. 

Talk  to  us 

We  want  to  make  you  smarter 
about  software.  We  want  to 
make  your  company  smarter 
with  software. 

If  we've  whetted  your  appetite 
with  our  15  questions,  clip 
the  coupon.  We'll 
send  you  a 
concise 


booklet  that  will  help  you  even  more 
in  your  deliberations. 

We'd  also  like  to  send  you  more 
information  on  how  MSA  can  help 


MSA  ready-to-install 
applications  software 


General  Ledger 


2.  Accounts  Payable/Purchase 
Order  Control 


3.  Budgetary  Control/Encumbrance 


4.  Fixed  Assets  Accounting 


5.  Capital  Expenditure  Tracking 


6.  Forecasting  &  Modeling 


7.  Accounts  Receivable 


8.  Foreign  Exchange 


9  Inventory  &  Purchasing 


10.  Payroll 


1 1.  Personnel  Management  &  Reporting 


12.  ALLTAX™  Taxing  System 


13.  ALLTAX  Reporter" 


14.  Manufacturing  Control  System 
(MRP  II) 


15  Executive  Peachpak' 


16.  Peachtree  Software™  business 
systems  for  microcomputers 


17.  Peachtree  Software  "office 
productivity  systems  for  microcomputers 


you  strategically  plan  for  software. 
And  on  individual  systems. 

Just  fill  in  the  information  below, 
or  contact  Robert  Carpenter  at 
(404)239-2000. 

r  1 

Management  Science  America,  Inc. 
3445  Peachtree  Road,  N.E. 
Atlanta,  Georgia  30326 

_  Please  send  me  a  free  detailed  brochure. 
D  Please  send  more  information  on  the  follow- 
ing  systems.  (Write  numbers  from  product  list) 


Mainframe  Type/Model. 

Name  

Title  


Company. 

Address  

City  


State. 


.Zip. 


,  Phone*  L 


PLUG  COMPATIBILITY 


Users  evaluate  personal  computer 
products  in  several  areas  including 
performance,  functionality,  quality 
and  price. 

As  in  other  sectors  of  the  informa- 
tion industry,  in  order  to  capitalize  on 
an  established  user  preference,  some 
vendors  are  making  personal  com- 
puters which  are  functionally  identi- 
cal to  those  of  their  competitors. 
Such  products  are  termed  "plug- 
compatible",  a  term  borrowed  from 
the  mainframe  industry  in  which  one 
vendor's  computer  could  be  "un- 
plugged" from  the  rest  of  the  system 
and  replaced  by  an  identical  product 
from  another  vendor.  Being  plug- 
compatible  means  that  application 
software  developed  by  (or  for)  one 
vendor  would  also  work  on  another 


vendor's  plug-compatible  product. 
This  enables  vendors  to  enter  the 
personal  computer  market  without 
having  to  undergo  the  expense  of 
developing  software,  or  create  a  fol- 
lowing of  users  who  would  develop 
software  for  its  product.  In  short, 
plug-compatibility  is  a  sure-fire  stra- 
tegy for  market  acceptance. 

One  of  the  earliest  plug-compatible 
personal  computer  vendors  was  Frank- 
lin Computer,  with  its  Apple-compat- 
ible ACE  system.  While  not  viewed  as 
particularly  innovative,  the  ACE  pro- 
duct did  achieve  an  almost  imme- 
diate market  acceptance  by  being 
able  to  run  the  extensive  software 
available  for  Apples.  Thus,  instead  of 
having  to  call  attention  to  its  pro- 
duct's features  Franklin  could  boast 


a  large  existing  software  library  ai 
hardware  priced  below  the  equiv 
lent  Apple  personal  computer. 

With  IBM  having  more  than  20% 
the  personal  computer  market,  pit 
compatible  competitors  are  alrea 
flocking  to  the  fray.  The  first  to  appe 
is  the  Compaq  personal  comput 
which  boasts  the  ability  of  being  at 
to  run  all  of  the  IBM  available  so 
ware.  The  fact  that  the  Compaq 
also  a  cleverly  packaged  portat 
system  (similar  in  size  to  the  Osborr 
adds  another  attractive  feature  t 
sides  IBM  compatibility.  By  the  ei 
of  1983,  we  will  likely  see  seve 
more  IBM-compatible  personal  coi 
puters  as  IBM's  market  share  ca 
tinues  to  attract  competitors. 

Jon  Frs 


Vendor  Positioning 


THE  PERSONAL 
COMPUTER  AD 
OUR  COMPETITION 
DOESN'T  WANT 
YOU  TO  READ. 


It's  an  ad  for  NEC's  APC™ 
Advanced  Personal  Computer. 
A  solutions-oriented  system  that 
solves  business  problems  in  the 
simplest,  most  cost-effective  way. 
The  APC  supports  both  CP/M-86'" 
and  MS-DOS'."  It  can  store  more 
information  than  any  system  in  its 
price  range.  In  short,  it's  got  the 
best  price/performance  of  any 
personal  computer.  That's  why  our 
competition  would  pr .       it  you 
never  see  our  systr  . 


We  asked  som 
men  who  s 
us  why  f 
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JAPC' 
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Netition! 
vou 


"That  APC  of  yours  is  th~  most 
powerful  computer  of  f 
I  saw.  I  don't  know  hov  '^^ 
for  that  price." 

"Now  that  I've  used  it  iw 
awhile,  I  see  why  you  namSB 
Advanced  Personal  Computed 

And  that  from  bu^:  ^ssmen 
who  have  tested  t' 
When  you  see  the  x 
understand  why,  at&y 
others,  all  of  these  bu 
picked  NEC. 

Our  business  software^! 
was  optimized  to  take 
advantage  of  the  APC's 
unique  hardware  features.  That 
makes  system  operation  faster 
and  easier. 

Our  software  includes  a  full  set 
of  general  accounting  packages, 
word  processing,  mailing  list 
management,  business  planning, 
database  management,  and  com- 
munications. And  we're  readying 
many  more. 

We're  the  only  company  to 
back  our  software  with  a  unique 

•nconditional  guarantee.  It  will 
irk  or  you  get  your  money 

ick. 

POur  high-resolution  color 
graphics  run  circles,  arcs  and 
lines  around  everybody  else. 
The  Ar     screen  images- 
line'  characters 
p1  are  unprecedented31 

in  their  clarity. 
>olors  against  resolution 
ppetitive  systems  often  must 


he  APC 
ilysis, 
■ord 


To  see  the  personal  computer  our 

competition  wishes  had  never  been 
invented,  return  the  coupon  below. 


v/rtn 


NEC 

NEC  Corporation 


APC  is  a  trademark  of  NEC  Corporation 
CP/M-86  is  a  trademark  of  Digital  Research,  Inc. 
MS-DOS  is  a  trademark  of  Microsoft.  Inc 


Send  me  more  information  on  the 
Advanced  Personal  Computer. 

Name 
Title 


Company 


FB052383 


Address 
City.  State,  Zip 
Telephone 

SEC 

NEC  Information  Systems ,  Inc. 

5  Militia  Drive,  Lexington.  MA  02173 


The  Benchmark  in  World  Class  Computers 


X 


 Personal  Computer  Shipment  Projections  

(Systems  Sold  Over  $1000) 
U.S.  Vendors  —  Worldwide  Markets  In  Units  (OOO) 
Last  Update  3-26-83 


1981 

200 

210 

380 

APPLE 

DEC 

TANDY  OTHER 

1 

1981  810 

1982  1561 

1983  2700 

1984  4200 

Source:  Gartner  Group 


A  LOOK  AT  THE  LEADERS. 


IBM  

In  "The  Microcomputer  Explosion" 
(Forbes,  April  26, 1982)  Gartner  Group 
questioned  whether  IBM  would  be  able 
to  "adapt  to  the  fundamentally  different 
challenges  posed  by  the  mass  market, 
with  distribution  requirements  that  vary 
considerably  from  IBM's  historic  mode 
of  operations".  Just  a  year  later,  there 
remains  little  doubt  that  IBM  has  an- 
swered that  question  in  the  affirmative, 
and  resoundingly  so.  Proving  it  can 
move  with  surprising  speed  for  a  com- 
pany its  size,  IBM  substantially  expanded 
its  marketing  capacities  over  the  last 
year  and  is  poised  to  become  the  leader 
in  the  personal  computing  market.  With 
shipments  expected  to  total  at  least 


500,000  units  for  1983  (up  over  150% 
from  1982),  it  is  only  a  question  of  time 
before  IBM  passes  Apple  Computer,  the 
current  industry  leader 

As  noted  earlier,  IBM's  advantages  in 
the  large  business  market  are  difficult  to 
overstate.  Moreover,  strategically  placed 
distribution  channels,  including  Compu- 
terlands  and  Sears  Business  Centers  as 
well  as  its  own  Product  Centers  and  a 
host  of  independent  retailers  and  value- 
added  resellers,  will  make  it  easier  than 
ever  before  for  small  businesses  to 
become  acquainted  with  IBM.  Finally 
IBM's  advertising  investment  has  created 
such  a  high  consumer  awareness  that 
the  expected  IBM  home  computer  is 
virtually  a  guaranteed  success. 


Apple  Computer   

The  recent  introduction  of  the  lonj 
awaited  Lisa  computer  is  a  tribute 
Apple  Computer's  commitment  to  r| 
maining  at  the  leading  edge  of  comput 
technology,  particularly  with  respect 
the  user  interface.  Apple  has  a  kee 
understanding  that  ease-of-use,  the  ha 
mark  of  Lisa,  is  one  of  the  most  pote 
forces  driving  the  industry.  Though  Liss 
$10,000  price  tag  seems  high,  it  shOL 
not  be  a  significant  impediment  in  reac 
ing  targeted  markets.  Moreover,  as  vc 
ume  production  begins  and  competitr 
pressures  arise,  Lisa's  price  will  con 
down.  A  key  concern,  however, 
whether  less  expensive  integrated  so 
ware  solutions  (Lisa's  capabilities  a 


ADVERTISEMENT 


Plug  your  Osborne™  into  the  telephone. 
Say  hello  to  the  information  age. 


Say  hello  to  electronic  mail,  because  now 
you  can  send  files  and  information  electron- 
ically—literally over  the  telephone  lines — 
from  your  Osborne  Personal  Business 
Computer  to  other  Osborne  computers, 
to  electronic  bulletin  boards,  and  even 
to  other  computers. 

(Why  wait  for  overnight  delivery  when 
you  can  send  a  twenty-page  document 
around  the  world  in  three  minutes?) 

And  say  hello  to  more  information,  too, 
because  now  you  can  easily  connect  to  a 
variety  of  information  networks.  Like  THE 
SOURCE™  America's  Information  Utility. 
(A  subscription  offer  is  included  with  the 
COMM-PAC™  communications  option.)  Or 
like  the  DOW  JONES  News/ Retrieval  Service 
—your  direct  connection  to  Wall  Street. 

The  Osborne  Personal  Business  Computer 
is  the  most  cost-effective  personal  produc- 
tivity investment  for  the  individual  who  works 


with  words,  numbers,  and  information. 

And  only  $265  more  buys  the  COMM-PAC 
modem/communications  option  for  the 


Osborne  system.  Now  your  Osborne  can  talk 
to  the  world. 

You'll  find  the  world  has  a  lot  to  say.  For 
the  name  of  your  nearest  Osborne  dealer, 
dial  (800)  772-3545  ext.  905  (in  California); 
(800)  227-1617 
ext.  905  (outside 
California) 


COMPUTER  CORPORATION 


Trademarks  OSBORNE  1,  COMM-PAC  Osborne  Computer  Corporation,  THE  SOURCE  Source  Telecomputing  Corporation 
Registered  Trademarks  DOW  JONES  News;  Retrieval  Dow  Jones  A  Company.  Inc. 


KAYPRO  RISES  TO  THE  OCCASION 


Exceptional  writers  use  exceptional  personal  computers.  Many  of 
these  individuals  got  where  they  are  today  by  using  them.  The  afford- 
able Kaypro  II  is  one  of  these  computers  that  will  raise  you  to  unpar- 
alleled heights! 

The  portable  Kaypro  II  is  truly  a  full- 
featured  business  computer.  It  includes  a 
nine-inch  screen  with  full  80x24  display, 
two  disk  drives  (195K  each),  a  professional 
keyboard. .  .and  to  help  you  get  started. . . 
the  Perfect  Writer  word  processing  package 
plus  business  software  is  included  free  of 
charge. 

So  with  a  little  talent,  the  Kaypro  II,  and  its  complete  software 
package,  you  might  find  yourself  moving  up  too.  $1795. 


THE  PERSONAL  PORTABLE 


For  the  name  of  the  KAYPRO  DEALER  nearest  you  call 

1-800-447-4700 

KAYPRO,  Division  of  Non-Linear  Systems,  Inc.,  533  Stevens  Avenue.  Solana  Beach,  California  92075  •  (619)  481-3424 


IRMA  and 
Charlie  are  made 
for  each  other. 

From  the  moment  your  IBM 
Personal  Computer  meets 
IRMA™  you're  going  to  get 
better  data,  more  quickly  and 
efficiently.  That's  a  promise. 

For  IRMA  is  a  Decision 
Support  Interface,™  a  circuit 
board  that  slips  into  your  PC  and 
provides  a  direct  link  to  the  data 
base  in  your  IBM  mainframe 
computer.  The  connection  is 
made  via  coaxial  cable  to  your 
IBM  3270  controller. 

IRMAopensthe3270door. 


With  IRMA,  there's  no  more 
getting  in  line  to  use  the  3278 
terminal— your  PC  can  now 
replace  it.  No  more  tieing  up 
the  big  computer  with  a  lot  of 
"what  if"  questions.  You  pull 
what  you  want  from  the 
mainframe,  easily  and  econom- 
ically, in  your  office,  whenever 
you  want  it. 

For  more  about  IRMA,  write 
TAC,  120  West  Wieuca  Rd.N.E., 
Atlanta,  Ga.  30042  or  phone 
(800)241-IRMA.  She's  an 
interface  whose  time  has  come. 


Getting  computers  down  to  business. 


IBM  and  IBM  Personal  Computer  are  trademarks  of 
International  Business  Machines  Corporation. 
IRMA  and  Decision  Support  Interface  are  trademarks  of 
Technical  Analysis  Corporation. 

©1983  Technical  Analysis  Corporation 
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built  into  its  hardware)  from  companies 
like  VisiCorp  will  prove  to  be  more  viable 
alternatives. 

Through  1983,  Apple  will  be  carried 
by  its  very  successful  Apple  II  and  lie 
models,  both  helped  by  recent  price 
cuts.  These  products  may  become  Ap- 
ple's solution  for  the  home  market  when 
they  reach  the  appropriate  price  points 
and  after  it  finds  a  replacement  for  their 
current  markets.  Apple  is  aggressively 
expanding  its  direct  marketing  efforts 
and  becoming  more  vertically  integrated. 

Digital  Equipment  


Next  to  IBM,  the  vendor  best  positioned 
to  win  significant  share  of  the  large  busi- 
ness market  is  DEC,  due  largely  to  its 
installed  base,  its  marketing  savvy,  and 
its  highly  competitive  product  offerings. 
Although  it  followed  IBM's  PC  introduc- 
tion by  nearly  a  year,  DEC  came  out  with 
three  microcomputer  lines,  dubbed  Rain- 
bow 100  (entry  level),  the  DECmate  II 
(with  strong  word  processing  functions) 
and  the  Professional  300  (offering  pow- 
erful multi-tasking  capabilities).  One  of 
their  key  features  is  their  very  strong 
"system"  capabilities  (i.e.,  ease  of  inte- 
gration into  large  user  facilities)  as  well 
as  their  compatibility  with  DEC'S  popular 
line  of  VAX  minicomputers  and  their 
substantial  libraries  of  existing  software. 

While  it  should  ship  on  the  order  of 
100,000  total  units  this  year,  DEC  has 
taken  the  steps  to  enable  it  to  reach 
much  higher  volumes  in  following  years 
(estimated  350,000  in  1984  and  con- 
ceivably as  many  as  1 ,000,000  in  1 987). 
Moreover,  DEC  has  pursued  a  shotgun 
distribution  approach,  not  unlike  that  of 
IBM,  to  position  itself  for  growth  in  multi- 
ple markets. 

Tandy  

As  noted  earlier.  Tandy's  competitive 
edge  lies  in  distribution  and  merchandis- 
ing and  it  has  leveraged  those  strengths 
to  good  advantage.  Tandy's  apparent 
strategy  is  to  quickly  seize  high-growth 
market  opportunities  with  products  and/ 
or  technologies  manufactured  or  deve- 


Measuring  A  Market  Of  Millions 


One  impact  the  microcomputer  ex- 
plosion has  had  on  the  industry  is  to 
completely  confound  traditional 
means  of  tracking,  counting  and 
measuring  the  pace  of  industry  activ- 
ity. The  information  industry  has 
never  been  noted  for  having  arrived 
at  a  consensus  of  how  to  measure  its 
progress:  a  variety  of  services  track 
different  industry  parts  but  each  uses 
its  own  definitions  as  to  how  to  group 
and  segment  products  and  whether 
to  count  shipments  or  installed  bases 
-  or  whether  it  is  a  unit  measurement 


or  a  dollar  measurement  that  is  m 
relevant. 

One  service,  the  COMTEC  Mar 
Research  Program,  has  been  initia 
to  address  these  issues.  COMTEi 
innovative  approach  is  to  apply  prov 
consumer  industry  research  methc 
and  is  based  on  sophisticated  sa 
pling  and  statistical  techniques.  E 
what  sets  the  COMTEC  approa 
apart  from  all  others  is  its  truly  brc 
scope  in  covering  a  wide  range 
information  processing  products, 
eluding  all  types  of  workstations. 


loped  by  others.  Its  expanding  activities 
in  communications-related  areas,  from 
cordless  telephones  to  pocket  pagers, 
and  in  the  exploding  portable  computer 
market,  with  its  recently  introduced  Mod- 
el 100,  are  evidence  of  this  strategy. 
Tandy's  personal  computers,  especially 
the  Color  Computer,  remain  popular 
products  that  should  keep  it  one  of  the 
leaders  in  the  small  business  market. 

CONCLUSION  


Whatever  impacts  personal  computing 
has  had  to  date  on  the  ways  we  live  and 
work,  bear  in  mind  that  they  are  just  the 
leading  edge  of  a  very  powerful  wave 
indeed.  Though  we  may  not  be  able  to 
predict  exactly  how  all  these  new  capa- 
bilities will  be  integrated  into  our  lives, 
there  is  no  doubt  that  individuals  who 
start  familiarizing  themselves  and  com- 
panies that  begin  the  planning  process 
will  have  much  better  chances  for 
meaningful  productivity  gains  and  suc- 
cessful implementations.  Those  com- 
panies that  continue  to  ignore  these  real- 
ities will  pay  a  dear  price,  sooner  or  later. 

"Personal  Computing"  was  written  by 
Gartner  Group  Inc.  and  edited  by  Jack 
Karp.  Gartner  Group  Special  Advertis- 


ing Supplements  for  Forbes  Magaz 
are  produced  under  the  direction 
Kenneth  A.  Smalheiser. 

ABOUT  GARTNER  GROUP  J 

Gartner  Group  serves  strategic  plann 
in  the  computer,  telecommunicatic 
office,  and  home  information  industr 
Its  worldwide  clients  include  supplier 
products  and  services,  users,  and  ir. 
tutional  investors,  all  of  whom  recogr 
the  increasing  complexity  of  informs 
industry  environments.  Clients  who 
tain  Gartner  Group  receive  fregu 
research  notes,  indepth  analysis  repc 
interactive  conferences',  and  teleph 
dialogue.  The  noteworthy  attribute*. 
Gartner  Group  are  its  Wall  Street  on 
tation  towards  evaluation  of  ven 
strategies,  its  understanding  of  all  th 
client  constituencies,  the  seniority  o 
staff,  its  bias  towards  continuous 
"bottom  line"  dissemination,  its  effic 
intelligence  processing  system,  anc 
'emphasis  on  collecting  original  d 
measuring  the  industry,  and  develop 
strategic  industry  scenarios.  Tt 
Gartner  Group  clients  obtain  (he  rr 
insightful,  timely,  accurate  and  thoro< 
strategic  competitive  analysis  and  ma 
planning  information  available. 


ADVERTISEMEN 


Your  computer's  telephone. 


We've  passed  the  first  hurdle.  D.C. 
ok'd  concept,  wants  to  polish  it  up 
for  the  department 1 


Just  got  the  word  from  Gary. 
Increased  our  share  by  6%.  If  trend 
holds,  we'll  exceed  competition 
third  quarter! 


Welcome  to  TELEMAILI  Your  last 
access  was  Tuesday,  Jan.  4, 1983 
11:07  a.m.  CHECK!  these  bulletin 
boards:  TELEM  AIL. . .TELESOFT. . . 


Whether  they're  collaborating  on 
competitive  strategies  or  accessing  data 
bases  for  valuable  information,  more  and 
more  corporate  managers  are  communi- 
cating with  each  other.  With  networks, 
data  bases  and  mail  services  all  over  the 
country.  And  for  thousands  of  personal 
computer  owners,  we  are  providing  the 
communications  link. 

Hayes  Smartmodem.  Think  of  it  as 
your  computer's  telephone.  Just  plug 
Smartmodem  into  any  phone  jack,  and 
watch  it  send  messages  to  and  from  your 
computer.  Over  ordinary  phone  lines,  and 
without  using  the  telephone  receiver. 

Operating  with  rotary,  Touch -Tone*  and 
key -set  telephone  systems,  Smartmodem 
will  dial,  answer  and  disconnect  calls. 
Automatically. 

Choose  your  speed;  choose  your  price. 
The  lower-priced  Smartmodem  300  is 
ideal  for  inter-office  communications  and 
local  data  swaps,  transmitting  at  300  bits 
per  second.  For  longer  distances  and 
larger  volumes.  Smartmodem  1200  com- 
municates at  speeds  up  to  four  times 
faster. 

Both  are  compatible  with  many  com- 
puters (any  computer  with  an  RS-232C 
port),  and  a  variety  of  communications 
programs.  However,  if  you  have  an 
IBM* 'Personal  Computer,  Hayes  also  pro- 
vides the  perfect  companion  software. 


Introducing  Smartcom  II™  communica- 
tions software.  For  the  IBM  PC.  We've 
spent  a  lot  of  time  developing  it,  so  you 
can  spend  less  time  using  it. 

Smartcom  II.  So  accommodating,  it 
prompts  you  in  the  simple  steps  required 
to  create,  send,  receive,  display,  list,  name 
and  re-name  files.  It  automatically  prints 
and  stores  data  as  it's  sent  or  received. 
(And  receives  data  completely  unat- 
tended). There's  even  an  on-line  "help" 
screen  to  explain  messages,  prompts  and 
parameters. 

Smartcom  II  remembers  the  communi- 
cation sets  for  25  remote  systems.  Press 
one  key,  and  it  auto- 
matically connects  you 
to  any  of  the  informa- 
tion services. 

Like  COMPUSERVE® 
DIALOG'S  KNOWLEDGE  INDEX™  DOW 
JONES  NEWS/RETRIEVAL®  SERVICE,  and 
THE  SOURCE™  The  new  way  ^^^^ 
to  get  the  latest  stock  reports, 
access  valuable  data  bases,  or 
even  check  airline  schedules. 
These  and  hundreds  of  other 
useful  applications  await  you.  And  Smart 
com  II  makes  them  almost  effordess. 

Backed  by  the  experience  and  reputa- 
tion of  Hayes.  Our  record  speaks  for 
itself.  Five  years  of  solid  leadership  in  the 
microcomputer  industry.  Nationwide 


availability  through  retail  computer 
stores.  Trouble-free  factory  service  and 
call-in  assistance.  A  limited  two-year  war 
ranty  on  all  hardware.  And  the  most  effi- 
cient telecomputing  system  available. 
Anywhere. 

To  appreciate  the  capabilities  of  Hayes 
Smartmodem  and  Smartcom  II  fully,  see 
your  dealer  for  a  demonstration.  Then 
get  beyond  "desktop"  computing.  Get  a 
telephone  for  your  computer. 

Hayes  Microcomputer  Products.  5923 
Peachtree  Industrial  Blvd.,  Norcross, 
Georgia  30092. 
404/449-8791. 


Q)  Hayes 


Smartcom  II  is  a  trademark  of  Hayes  Microcomputer  Products  Inc 
•TM  of  American  Telephone  and  Telegraph 
•  'IBM  is  a  registered  trademark  of  International  Business  Machines  Corp 
COMPUSERVE  is  a  registered  trademark  of  CompuServe  Incorporated,  an 
H  &  R  Block  Company 

KNOWLEDGE  INDEX  is  a  service  mark  of  DIALOG  Information  Services  Inc 
DOW  JONES  NEWS/RETRIEVAL  is  a  registered  trademark  of  Dow  Jones 
6  Company.  Inc 

THE  SOURCE  and  AMERICA  S  INFORMATION  UTILITY  are  service  marks  of 
Source  Telecomputing  a  subsidiary  of  The  Reader  s  Digest  Association  Inc 
©198}  Hayes  Microcomputer  Products  Inc  Sold  only  in  the  U  S  A 


MOST  PERSONAL  OO 
THE  OLIVETTI  M20 
T  FORGOTTEN  THAT  1 
HAS  A  BODY 


The  Olivetti  M20  personal 
computer  is  designed  to  meet 
the  most  demanding  needs  of 
your  business.  It's  also  intelli- 
gently designed  to  meet  the 
needs  of  your  body,  as  well. 

Begin  with  the  problem  of 
eyestrain.  The  M20  offers 
extraordinarily  high- 
resolution  screens,  both  in  , 
color  and  black  and  white. 
Not  only  are  the  graphics 
more  exacting,  but  the 
characters  in  word  pro- 
cessing are  more  sharply 
defined. 

The  display  screen  can 
be  tilted,  swiveled  or 
even  removed  and  placed 
nearby.  So  the  M20 
accommodates  itself  to 
your  height,  posture  and 
work  habits. 

Even  the  keyboard  is  ergo- 
nomically  designed  to  have 
the  optimum  slant.  And  it's  in 
the  same  configuration  as  your 
typewriter,  so  you  need  not 
readjust  to  it. 

Or  consider  the  simple 
matter  of  time.  Waiting  for  a 
program  to  run  can  be  vexing. 
So  Olivetti  designed  the  M20 
to  be  a  true  16-bit  computer. 

What's  more,  the  M20's 
single- key  programming  feature 
can  shorten  the  task  of  writing 
software  by  hours. 

But  of  all  the  senses  the 
M20  appeals  to.  it  appeals 


See  your  participating  dealer  for 
details  on  the  M20  Challenge  Sweepstakes 

I  "  1 

oocutel  Olivetti 

CORPORATION 

CALL  1-800-447-4700  FOR  THE  DEALER 
NEAREST  YOU.  IN  ALASKA  AND  HAWAII, 
CALL  1-800-447-0890. 
□  PLEASE  SEND  MORE  INFORMATION 
REGARDING: 

□  ELECTRONIC  TYPEWRITERS 

□  PERSONAL  COMPUTERS 

□  COPIERS      □  OTHER:  


□  PLEASE  HAVE  MY  LOCAL  DEALER 
CONTACT  ME. 


NAME 

TITLE 

COMPANY  NAME 

ADDRESS 

PHONE 

CITY 


STATE 


ZIP 


most  strongly  to  your  business 
sense.  To  begin  with,  it  offers 
the  flexibility  you  need  in 
today's  fast-changing  business 
world. 

It  has  128K  RAM,  enough 
for  most  tasks.  However,  it  can 
be  easily  expanded  to  512K 
RAM.  And,  while  it  comes 
with  a  320K  floppy  disk  drive, 
an  11Mb  hard  disk  is  also 
available. 

What's  more,  the  M20  is 
flexible  enough  to  run  8-bit 
software.  So  the  choice  of 
operating  systems  and 
.    storage  is  yours. 

Equally  important,  the 
■f     M20  is  designed  to  be 
expandable  in  many 
ways.  It  can  be  linked  to 
other  Olivetti  products.  Like  the 
revolutionary  new  PR2300  ink- 
jet  matrix  printer,  which  gives 
you  ink-jet  quiet  and  speed  for 
the  price  of  a  matrix  printer 
Or,  for  letter-quality  word 
processing,  link  it  with  Olivetti's 
Praxis  41 D  portable  electronic 
typewriter. 

Yet,  with  all  these  exceptional 
features,  the  Olivetti  M20 
is  priced  in  the  same  range 
as  more  ordinary  personal 
computers. 

Discover  the  computer  that's 
intelligently  designed  to  appeal 
to  all  your  senses.  Including 
your  business  sense.  The  M20 
from  Olivetti. 


DETACH  AND  MAIL  TO: 

DOCUTEL/'OLIVETTI  INFORMATION  SERVICES. 
1909  E.  CORNELL  STREET,  PEORIA  IL  61614. 

oiiwetti 

THE  INTELLIGENT  CHOICE.  BY  DESIGN. 


Numbers  Game 


Since  1980,  executives  have  been  able  to 
get  stock  from  their  employers  without  con- 
sulting shareholders.  Is  the  party  over? 


Bursting  a 
pretty  balloon 


By  Jill  Bettner 


OH,  THE  irony  of  it  all.  Wall 
Street  is  hitting  new  highs, 
tempting  corporate  officers  and 
directors  to  exercise  fistfuls  of  low- 
priced  stock  options.  But  just  when 
the  profits  look  irresistible,  along 
comes  a  nasty  federal  judge  to  spoil 
the  party. 

First,  a  little  background.  In  1980 
the  Securities  &  Exchange  Commis- 
sion amended  insider  trading  rules  to 
allow  individuals  to  exercise  options 
using  stock  instead  of  cash.  Corporate 
executives,  who  typically  get  more 
options  than  anybody  else,  were  over- 
joyed. In  the  past,  they  often  had  to 
borrow  money  to  finance  these  trans- 
actions. But  the  new  regulation  al- 
lowed them,  in  effect,  to  sell  stock 
one  day  and  buy  the  next — something 
that  would  normally  require  a  six- 
month  waiting  period. 

There's  more.  Under  the  1980 
amendments,  the  corporation  didn't 
even  have  to  ask  shareholders  for  per- 
mission when  insiders  exchanged 
stock  plus  options  for  stock.  That 
avoids  all  those  sticky  questions  at 
annual  meetings  about  undue  enrich- 
ment of  officers. 

Clever  insiders,  however,  quickly 
saw  the  potential  for  a  neat  pyramiding 
game.  A  few  shares  of  old  stock  can 
quickly  be  turned  into  hundreds  or 
even  thousands  of  new  ones.  Here's 
how:  If  an  executive  has  options  for 
1 ,000  shares  at  $  1 0  a  share,  he  ordinari- 
ly has  to  come  up  with  $10,000  to 
exercise.  But  suppose  he's  allowed  to 
trade  stock  directly  for  stock,  and  he 
happens  to  own  500  shares  with  a 
current  market  value  of  $20.  He  can 
hand  the  company  those  500  shares 
plus  the  options  entitling  him  to  buy  at 


$10  a  share  and  get  back  1,000  shares. 

Then,  still  exercising  options,  he 
can  trade  in  the  1,000  shares  with  a 
value  of  $20,000  for  2,000  shares  with 
a  value  of  $40,000.  As  long  as  the 
options  hold  out,  he  can  keep  dou- 
bling and  redoubling.  No  real  money 
comes  into  the  corporate  treasury,  but 
a  man  with  enough  options  can  make 
a  nice  dollar  without  going  into  hock 
to  finance  his  purchases. 


:  _>>!  f 


That  not  only  keeps  money  in  the 
executive's  pocket,  it  also  postpones 
capital  gains  on  the  old  shares.  The 
IRS  makes  an  individual  who  exer- 
cises options  pay  up  when  he  sells  his 
new  shares,  not  when  he  makes  a 
profit  by  exercising  options.  No  won- 
der that  over  the  past  three  years  an 
estimated  80%  of  all  public  compa- 
nies have  added  the  stock-for-stock 
feature  to  their  compensation  plans. 
It's  a  simple  matter  when  you  don't 
need  shareholders'  approval. 

Now,  however,  a  U.S.  district  court 
in  Connecticut  has  ruled  that  the  SEC 
is  all  wet.  Judge  T.  Emmet  Clarie  said 
that  stockholders  should  be  consulted 
before  insiders  are  permitted  to  accu- 
mulate all  those  new  shares  without 


contributing  much,  if  any,  new  work- 
ing capital  to  a  corporation.  His  opin- 
ion was  issued  in  a  derivative  suit 
filed  against  several  United  Technol- 
ogies executives,  including  one  who 
pyramided  100  shares  into  5,271 
shares,  netting  $320,500. 

A  single  lower  court  opinion,  of 
course,  doesn't  overrule  the  SEC.  But 
the  United  Technologies  case,  decid- 
ed Feb.  9,  is  making  option-rich  ex- 
ecutives nervous.  The  timing  could 
hardly  be  worse,  either.  Aside  from 
the  fact  that  stock  prices  are  rising, 
most  proxy  statements  have  already 
gone  out.  So  corporations  that  want  to 
seek  shareholder  approval  will  have 
to  wait  until  next  year.  Meanwhile, 
insiders  who  exercise  options  with 
stock  potentially  face  legal  liability. 
Even  cash  exercises  are  questionable 
if  the  stock  swaps  have  not  been 
okayed  by  shareholders. 

Where  does  the  SEC  stand?  It  ex- 
pects to  offer  some  guidance  within 
the  next  few  months.  One  proposed 
solution:  Allow  corporations  to  ob- 
tain shareholder  approval  retroactive- 
ly for  exercises  occurring  after  Feb.  9. 
In  the  meantime,  Judge  Clarie's  opin- 
ion is  clearly  a  "bombshell,"  accord- 
ing to  San  Francisco  securities  lawyer 
Jesse  Brill.  Insiders  should  beware  of 
shrapnel. 

Jumping  ship 

Congress,  you  might  remember, 
passed  the  Multiemployer 
Pension  Plan  Amendment  Act 
in  1980  to  protect  workers  in  indus- 
tries like  trucking  and  mining,  where 
employers  typically  pool  their  retire- 
ment contributions.  The  measure  re- 
quired employers  who  dropped  out  of 
plans  with  unfunded  liabilities  to  pay 
withdrawal  penalties  equal  to  their 
share  of  the  unfunded  amount. 

The  idea,  of  course,  was  to  protect 
workers  from  being  left  without  ade- 
quate pension  benefits.  The  penalty 
payments  weren't  just  triggered  by 
dropping  out  of  a  pension  plan  either. 
A  company  could  find  itself  suddenly 
in  debt  to  a  multiemployer  plan,  for 
example,  if  it  was  taken  over,  or  if  it 
closed  down  a  major  facility. 

Unfortunately,  the  threat  of  such 
withdrawal  liabilities  isn't  working 
the  way  Congress  intended.  The  po- 
tential of  facing  liability  payments  is 
keeping  many  firms  from  joining 
multiemployer  plans  (see  Forbes,  Mar. 
2,  1981). 

But  that  is  just  the  beginning.  Not 
only  are  new  companies  staying  away 
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.          Meeting  Japan's  Challenge 

rfjj?Q>i$}: 1    Fifteenth  in  a  Series  . 
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MOTOROLA  HAS  ALL 
THE  HARDWARE,  SOFTWARE 

AHD  TALKWARE  TO 
REVOLUTIONIZE  THE  MOBILE 
TELEPHONE  CALL  INTERESTED] 


So  is  Nippon  Tel.  &  Tel. 

The  new  cellular  technology  will  provide  dramatic  improvements  in  mobile 
i  telephone  service. 

Equipment  for  the  new  systems  is  being  installed  by  many  telephone  com- 
panies around  the  world.  One  of  the  most  comprehensive  installations  serves  the 
[customers  of  Nippon  Telegraph  and  Telephone  Public  Corporation  in  Japan. 

And  in  their  latest  reviewing  procedure  for  new  mobile  telephone  equipment, 
only  one  non-Japanese  supplier  was  selected  to  qualify  for  field  test.  That  supplier 
is  Motorola. 

Motorola  is  the  only  source  ready  to  deliver  a  completely  integrated  cellular 
mobile/portable  phone  system,  anywhere.  It  includes  all  the  hardware,  software  and 
talk  ware  necessary  for  a  total  network. 

What  does  that  mean  to  American  busi- 
ness9 It  could  mean  a  lot. 

When  Motorola  cellular  technology 
comes  to  your  area,  you'll  have  virtually  the 
same  quality  of  communication  between  your 
mobile  people  and  your  offices  anywhere  in 
the  world  as  you  now  have  between  fixed 
phone  installations. 

Moreover,  the  old  waiting  period  for  a 
free  channel  will  be  a  thing  of  the  past.  The 
frustration  of  incompleted  calls  will  be  vastly 
reduced.  And  the  service  capacity  of  the  new 
cellular  systems  will  be  significantly  greater. 

The  complete  Motorola  DYNA  T-A-C 
cellular  mobile/ portable  phone  system  has 
been  in  operational  test  since  1981  in  the 
Baltimore/Washington  market.  Its  perform- 
ance has  lived  up  to  all  expectations. 

The  cellular  revolution  is  rapidly  becoming  a  fact,  worldwide.  And  by  building 
all  types  of  major  signaling  systems  in  all  major  frequency  bands,  Motorola  will 
play  a  major  role  in  supplying  these  new  systems. 

We've  put  many  years  of  careful,  creative  engineering  into  this  technology,  and 
over  $100  million  in  direct  investment.  For  us,  the  cellular  revolution  is  an  eagle 
we've  nursed  and  nurtured  from  a  fledgling. 

Today  we  offer  our  cellular  hardware,  software  and  talkware  complete  with 
service,  installation  and  a  dedication  to  customer  satisfaction  that  never  expires. 

And  when  you  offer  all  that  to  any  customer,  nothing  gets  lost  in  the  translation. 

(M)  MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management. 

©1983  Motorola  Inc.  DYNA  T-A-C,  Motorola  and  @  are  registered  trademarks  of  Motorola,  Inc.  I  I 
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HARDWARE  Electronic  exchanges, 
multi-channel  base  stations,  base  site 
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sophisticated  billing  and  tariff 
requirements,  cell-to-cell  handoff  of 
calls,  call  routing  and  automatic 


TALKWARE.  Motorola's 
DYNA  T-A-C  portable 
weighs  a  mere  28  ounces 
and  puts  all  the  features 
of  the  most  advanced  car 
telephone  m  the  palm  of 
your  hand 


from  multiemployer  plans,  employers 
already  signed  tip  may  be  preparing  to 
jump  ship.  "We're  getting  a  lot  of 
calls  about  that,"  says  John  Flittie, 
national  director  of  actuarial  services 
for  Touche  Ross.  "Companies  want 
to  know  if  they  should  get  out  of 
this  critter  before  their  liability  gets 
any  worse." 


No  careful  chief  executive  will  talk 
openly  about  the  problem — visions  of 
abandoned  pensioners,  after  all,  don't 
generally  make  for  good  employee  re- 
lations. But  pension  lawyers  do  say 
that  many  of  their  clients  want  to 
negotiate  out  of  union-backed  mul- 
tiemployer plans  and  set  up  their  own 
pension  funds.  "Those  employers  for 


Taxing  Matters 


Long  after  the  victory  parties  have  been 
forgotten,  successful  corporate  takeover 
artists  may  wake  up  to  a  surprise  hang- 
over— courtesy  of  the  IRS. 

Ghosts  of 
acquisitions  past 


By  Ellyn  Spragins 


Nobody  ever  denied  that  take- 
overs like  U.S.  Steel's  merger 
with  Marathon  Oil  or  Occi- 
dental Petroleum's  gobbling  up  of 
Cities  Service  are  expensive.  But  a 
recent  Supreme  Court  opinion  could 
make  some  of  these  giant  acquisitions 
far  pricier  than  stockholders  or  corpo- 
rate officers  ever  expected.  The  deci- 
sion sides  squarely  with  the  IRS  on 
the  tax  benefit  rule — an  issue  that  has 
divided  appellate  courts  for  years,  and 
could  cost  several  corporations  mil- 
lions in  additional  taxes. 

The  concept  of  the  tax  benefit  rule 
goes  something  like  this:  Suppose  you 
donated  land  to  an  orphanage  in  1981. 
Naturally,  you  deducted  the  value  of 
that  land  on  your  tax  return.  But  then 
the  orphanage  couldn't  use  the  land 
and  returned  it  to  you  in  1982.  The 
IRS  says  that  since  you  have  the  land 
back,  you  must  count  the  amount  you 
deducted  in  1981  as  income  in  1982. 
No  more  tax  break. 

Moving  this  rather  basic  logic  an- 
other step,  the  IRS  argues  that  if  an 
acquiring  company  takes  writeoffs  on 
certain  acquired  short-term  assets 
that  have  already  been  written  off,  it 
has  to  give  back  the  first  writeoff.  If 
you  think  that  no  company  would 
actually  do  that,  then  you  don't  un- 
derstand the  underpinnings  of  the 
takeover  game.  Tax  considerations 


can  make  or  break  a  deal. 

When  one  company  purchases  an- 
other company  using  cash  or  notes 
instead  of  swapping  stock,  for  exam- 
ple, it  usually  writes  up  the  value  of 
its  new  property's  assets  and  then 
starts  to  expense  them  again.  After 
all,  the  acquiring  company  pays  a  pre- 
mium because  it  sees  more  value  in 
its  acquisition  target  than  the  balance 
sheet  reveals.  The  bottom  line:  one 
asset,  two  tax  savings. 

Sadly,  however,  those  days  may 
soon  be  over.  The  IRS  has  been  trying 
to  stop  this  so-called  double  dipping 
for  years,  and  the  Supreme  Court  has 
just  lent  authority  to  the  service's  ar- 
gument. "We  could  look  at  any  trans- 
action and  apply  the  tax  benefit  rule  to 
it,"  says  one  high-ranking  IRS  source 
who  requested  anonymity.  "I  can't 
give  you  a  number  because  I  have  no 


whom  exiting  is  an  affordable  alterna- 
tive will  be  doing  just  that,"  says  Ste- 
ven Sacher,  a  partner  with  the  Wash- 
ington firm  of  Pepper,  Hamilton  &. 
Scheetz.  "There's  a  feeling  that  the 
only  sure  way  to  control  your  own 
destiny  is  to  get  out." 

Funny,  this  wasn't  exactly  what 
Congress  had  in  mind. — Jane  Sasseen 


statistics,  but  it  will  affect  everyone 
that  has  stepped  up  the  value  of  the 
assets  they  bought."  Since  company 
books  are  open  to  the  IRS  for  three 
years  and  often  longer,  even  old  trans- 
actions will  be  subject  to  scrutiny. 

"There  have  been  almost  no  major 
acquisitions  for  cash  or  notes  in  the 
last  several  years  in  which  the  compa- 
nies don't  have  some  exposure  to  the 
IRS,"  says  Robert  Willens,  Peat  Mar- 
wick  Mitchell's  widely  respected  tax 
partner.  "If  a  corporate  taxpayer  took 
an  aggressive  position — and  there  is 
no  doubt  that  many  did — they  don't 
have  any  argument  to  make  anymore. 
The  IRS'  rule  applies." 

Particularly  vulnerable  are  compa- 
nies that  paid  a  premium  for  intangi- 
ble assets  such  as  patents  or  acquired 
large  quantities  of  short-lived  assets 
such  as  tools  and  supplies. These  are 
items  that  often  have  little  value  on  an 
acquired  company's  books,  though 
they  often  contribute  a  great  deal  to 
the  worth  of  an  acquisition.  "If  an 
acquiring  company  put  a  value  on  a 
patent,  the  government  may  now  say, 
'Well,  you  will  have  to  pay  taxes  on  the 
R&D  expense  that  went  into  that  pat- 
ent,' "  explains  Richard  Berkowitz,  a 
tax  partner  in  Arthur  Andersen's 
mergers  and  acquisitions  group. 

Take  a  look  at  the  potential  impact 
on  a  company  like  Warner-Lambert, 
which  bought  IMED,  a  designer  of 
electronic  medical  instruments,  for 
$468  million  last  August.  IMED  had 
expensed  over  $4  million  in  research 
and  development  costs  during  1982 
alone.  If  Warner  elected  to  write  up 
the  value  of  assets  associated  with 
IMED's  research,  it  could  suddenly 
wind  up  owing  the  IRS  taxes  on  at 
least  that  amount. 

Naturally,  much  of  the  potential 
liability  here  still  depends  on  how 
aggressively  the  IRS  takes  advantage 
of  its. newfound  clout.  But  companies 
that  have  rejoiced  over  winning  nasty 
takeover  battles  in  the  last  several 
years  have  good  reason  to  worry. 
Their  success  may  become  a  lot  more 
expensive.  And  for  companies  inter- 
ested in  takeovers  of  the  future,  acqui- 
sition costs  have  just  gone  up.  ■ 
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WHY  WE  MAKE  CHECKING  OUTOFAHWT 
JUSTAS  PLEASANTAS  SWING  ATONE. 


ie  way  we  figure  it, 
■  give  you  so  many 
tra  touches  at  Hyatt,  it 
)ulcl  be  a  pity  to  have  a 
lg  check-out  line  spoil 
;m  for  you. 

That's  why  when  you 
eck  out  of  a  Hyatt  you 
nply  hand  in  the  passport 
j  received  when  you 
ecked  in. You  re  checked 
L  Your  bill  is  mailed  to 
j  within  24  hours,  so 
:re's  absolutely  no  waiting 
line.  Absolutely  no  way 
i  can  forget  how  pleasant 
jr  stay  was. 

Any  hotel  can  give  you 
i  essentials,  but  its  those 
ra  touches...  like  express 
3ck-out,  that  make  the  trip. 

For  reservations  at  109 
tels  worldwide,  call  your 
vel  planner  or 
)  228  9000. 


Boston  Overlook  the 

Boston  skyline  from  the 
Hyatt  Regency  Cambridge. 

Miami  Hyatt  is  next  to 

the  Miami  Convention  Center 
with  its  sophisticated 
communications  capabilities. 

New  York 

Grand  Hyatt  on  fashionable 
Park  Avenue  at  Grand  Central. 

Chicago  Intimate 

ambience  and  extraordinary 
personal  attention  at  the 
Park  Hyatt  on  Water  Tower 
Square. 


San  Francisco 

Hyatt  on  Union  Square  is  an 
elegant  hotel,  located  in  the 
heart  of  the  city's  finest 
shopping. 
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SCHUMPETER 


In  which  the  author  argues  that 
our  politicians  and  economists, 

By  Peter  F.  Drueker 

The  two  greatest  economists  of  this  century,  Joseph  A. 
Schumpeter  and  John  Maynard  Keynes,  were  bom,  only  a 
few  months  apart,  a  hundred  years  ago:  Schumpeter  on 
Feb.  8,  1883  in  a  provincial  Austrian  town,  Keynes  on  June 
5,  1883  in  Cambridge,  England.  (And  they  died  only  four 
years  apart — Schumpeter  in  Connecticut  on  Jan.  8,  1950, 
Keynes  in  southern  England  on  Apr.  21,  1946.)  The  cente- 
nary of  Keynes'  birth  is  being  celebrated  with  a  host  of 
books,  articles,  conferences  and  speeches.  If  the  centenary 
of  Schumpeter's  birth  were  noticed  at  all,  it  would  be  in  a 
small  doctoral  seminar.  And  yet  it  is  becoming  increasing- 
ly clear  that  it  is  Schumpeter  who  will  shape  the  thinking 
and  inform  the  questions  on  economic  theory  and  eco- 
nomic policy  for  the  rest  of  this  century,  if  not  for  the  next 
30  or  50  years. 

The  two  men  were  not  antagonists.  Both  challenged 
long-standing  assumptions.  The  opponents  of  Keynes  were 
the  very  "Austrians"  Schumpeter  himself  had  broken 
away  from  as  a  student,  the  neoclassical  economists  of  the 
Austrian  School.  And  while  Schumpeter  considered  all  of 
Keynes'  answers  wrong,  or  at  least  misleading,  he  was  a 
sympathetic  critic.  Indeed,  it  was  Schumpeter  who  estab- 
lished Keynes  in  America.  When  Keynes'  General  Theory 
came  out,  Schumpeter,  by  then  the  senior  member  of  the 
Harvard  economics  faculty,  told  his  students  to  read  the 
book  and  told  them  also  that  Keynes'  work  had  totally 
superseded  his  own  earlier  writings  on  money. 

Keynes,  in  turn,  considered  Schumpeter  one  of  the  few 
contemporary  economists  worthy  of  his  respect.  In  his 
lectures  he  again  and  again  referred  to  the  works  Schum- 
peter had  published  during  World  War  I,  and  especially  to 
Schumpeter's  essay  on  the  Rechenpfennige  (i.e.,  money  of 
account)  as  the  initial  stimulus  for  his  own  thoughts  on 
money.  Keynes'  most  successful  policy  initiative,  the  pro- 
posal that  Britain  and  the  U.S.  finance  World  War  II  by 
taxes  rather  than  by  borrowing,  came  directly  out  of 
Schumpeter's  1918  warning  of  the  disastrous  conse- 
quences of  the  debt  financing  of  World  War  I. 

Schumpeter  and  Keynes  are  often  contrasted  politically, 
with  Schumpeter  being  portrayed  as  the  "conservative" 
and  Keynes  as  the  "radical."  The  opposite  is  more  nearly 
right.  Politically  Keynes'  views  were  quite  similar  to  what 
we  now  call  "neoconservative."  His  theory  had  its  origins 
in  his  passionate  attachment  to  the  free  market  and  in  his 
desire  to  keep  politicians  and  governments  out  of  it. 
Schumpeter,  by  contrast,  had  serious  doubts  about  the  free 
market.  He  thought  that  an  "intelligent  monopoly" — the 
American  Bell  Telephone  system,  for  instance — had  a 
great  deal  to  recommend  itself.  It  could  afford  to  take  the 
long  view  instead  of  bemg  driven  from  transaction  to 
transaction  by  short-term  expediency.  His  closest  friend 
for  many  years  was  the  most  radical  and  most  doctrinaire 
of  Europe's  left-wing  socialists,  the  Austrian  Otto  Bauer, 
who,  though  staunchly  anticommunist,  was  even  more 
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sometimes  unknowingly,  are 
following  the  wrong  prophet. 


anticapitalist.  And  Schumpeter,  while  never  even  close  to 
being  a  socialist  himself,  served  during  1919  as  minister  of 
finance  in  Austria's  only  socialist  government  between 
the  wars.  Schumpeter  always  maintained  that  Marx  had 
been  dead  wrong  in  every  one  of  his  answers.  But  he  still 
considered  himself  a  son  of  Marx  and  held  him  in  greater 
esteem  than  any  other  economist.  At  least,  so  he  argued, 
Marx  asked  the  right  questions — and  to  Schumpeter  ques- 
tions were  always  more  important  than  answers. 

The  differences  between  Schumpeter  and  Keynes  go 
much  deeper  than  economic  theorems  or  political  views. 
The  two  saw  a  different  economic  reality,  were  concerned 
with  different  problems  and  defined  "economics"  quite 
differently.  These  differences  are  highly  important  to  an 
understanding  of  today's  economic  world. 

Keynes,  for  all  that  he  broke  with  classical  economics, 
operated  entirely  within  its  framework.  He  was  a  "her- 
etic" rather  than  an  "infidel."  Economics,  for  Keynes,  was 
the  equilibrium  economics  of  Ricardo's  1810  theories, 
which  dominated  the  19th  century.  This  economics  deals 
with  a  closed  system  and  a  static  one.  Keynes'  key  ques- 
tion was  the  same  question  the  19th-century  economists 
had  asked:  "How  can  one  maintain  an  economy  in  balance 
and  stasis?" 

For  Keynes,  the  main  problems  of  economics  are  the 
relationship  between  the  "real  economy"  of  goods  and 
services  and  the  "symbol  economy"  of  money  and  credit; 
the  relationship  between  individuals  and  businesses  and 
the  "macro-economy"  of  the  nation-state;  and  finally, 
whether  production  (that  is,  supply)  or  consumption  (that 
is,  demand)  provides  the  driving  force  of  the  economy.  In 
this  sense  Keynes  was  in  a  direct  line  with  Ricardo,  John 
Stuart  Mill,  the  "Austrians"  and  Alfred  Marshall.  Howev- 
er much  they  differed  otherwise,  most  of  these  19th- 
century  economists,  and  that  includes  Marx,  had  given  the 
same  answers  to  these  questions:  The  "real  economy" 
controls,  and  money  is  only  the  "veil  of  things";  the 
micro-economy  of  individuals  and  businesses  determines, 
and  government  can,  at  best,  correct  minor  discrepancies 
and,  at  worst,  create  dislocations;  and  supply  controls, 
with  demand  a  function  of  it. 

Keynes  asked  the  same  questions  that  Ricardo,  Mill, 
Marx,  the  "Austrians"  and  Marshall  had  asked  but,  with 
unprecedented  audacity,  turned  every  one  of  the  answers 
upside  down.  In  the  Keynesian  system,  money  and  credit 
are  "real,"  and  goods  and  services  dependent  on,  and 
shadows  of,  the  "symbol  economy";  the  macro-economy, 
the  economy  of  the  nation-state,  is  everything,  with  indi- 
viduals and  firms  having  neither  power  to  influence,  let 
alone  to  direct,  the  economy  nor  the  ability  to  make 
effective  decisions  counter  to  the  forces  of  the  "macro- 
economy";  and  economic  phenomena,  capital  formation, 
productivity  and  employment  are  functions  of  demand. 

By  now  we  know,  as  Schumpeter  knew  50  years  ago, 
that  every  one  of  these  Keynesian  answers  is  the  wrong 
answer.  At  least  they  are  valid  only  for  special  cases  and 


FORBES,  MAY  23,  1983 


Schumpeter  insisted  that  inno- 
vation is  the  very  essence  of 
economics  and  most  certainly 
of  a  modern  economy. 


V 


within  fairly  narrow  ranges.  Take,  for  instance,  Keynes' 
key  theorem:  that  monetary  events — government  deficits, 
interest  rates,  credit  volume  and  volume  of  money  in 
circulation — determine  demand  and  with  it  economic 
conditions.  This  assumes — as  Keynes  himself  stressed — 
that  the  turnover  velocity  of  money  is  constant  and  not 
capable  of  being  changed  over  the  short  term  by  individ- 
uals or  firms.  Schumpeter  pointed  out  50  years  ago  that  all 
evidence  negates  this  assumption.  And  indeed,  whenever 
tried,  Keynesian  economic  policies,  whether  in  the  origi- 
nal Keynesian  or  in  the  modified  Friedman  version,  have 
been  defeated  by  the  "micro-economy"  of  businesses  and 
individuals,  unpredictably  and  without  warning,  changing 
the  turnover  velocity  of  money  almost  overnight. 

When  the  Keynesian  prescriptions 
were  initially  tried — in  the  U.S.  in 
the  early  New  Deal  days — they 
seemed  at  first  to  work.  But  then, 
around  1935  or  so,  consumers  and 
businesses  suddenly  sharply  reduced 
the  turnover  velocity  of  money  with- 
in a  few  short  months,  which  aborted 
a  recovery  based  on  government  defi- 
cit spending  and  brought  about  a  sec- 
ond collapse  of  the  stock  market  in 
1937.  The  best  example,  however,  is 
what  happened  in  this  country  in  the 
last  few  years.  The  Federal  Reserve's  purposeful  attempt  to 
control  the  economy  by  controlling  money  supply  has 
largely  been  defeated  by  consumers  and  businesses  who 
suddenly  and  almost  violently  shifted  deposits  from  thrifts 
into  money  market  funds  and  from  long-term  investments 
into  liquid  assets — that  is,  from  low-velocity  into  high- 
velocity  money — to  the  point  where  no  one  can  really  tell 
any  more  what  the  "money  supply"  is  or  even  what  the 
term  means.  Individuals  and  businesses  seeking  to  opti- 
mize their  self-interest  and  guided  by  their  perception  of 
economic  reality  will  always  find  a  way  to  beat  the  "sys- 
tem"— whether,  as  in  the  Soviet  bloc,  through  converting 
the  entire  economy  into  one  gigantic  black  market  or,  as  in 
the  U.S.  in  the  last  few  years,  through  transforming  the 
financial  system  overnight  despite  laws,  regulations  or 
economists. 

This  does  not  mean  that  economics  is  likely  to  return  to 
pre-Keynesian  neoclassicism.  Keynes'  critique  of  the  neo- 
classic  answers  is  as  definitive  as  Schumpeter's  critique  of 
Keynes.  But  because  we  now  know  that  individuals  can 
and  will  defeat  the  system,  we  have  lost  the  certainty  that 
Keynes  imposed  on  economics  and  that  has  made  the 
Keynesian  system  the  lodestar  of  economic  theory  and 
economic  policy  for  50  years.  Both  Friedman's  monetar- 
ism and  supply-side  economics  are  desperate  attempts  to 
patch  up  the  Keynesian  system  of  equilibrium  economics. 
But  it  is  unlikely  that  either  can  restore  the  self-contained, 
self-confident  equilibrium  economics,  let  alone  an  eco- 
nomic theory  or  an  economic  policy  in  which  one  factor, 


whether  government  spending,  interest  rates,  money  sup- 
ply or  tax  cuts,  controls  the  economy  predictably  and  with 
near-certainty. 

That  the  Keynesian  answers  were  not  going  to  prove  any 
more  valid  than  the  pre-Keynesian  ones  that  they  replaced 
was  clear  to  Schumpeter  from  the  beginning.  But  to  him 
this  was  much  less  important  than  that  the  Keynesian 
questions — the  questions  of  Keynes'  predecessors  as 
well — were  not,  Schumpeter  thought,  the  important  ques- 
tions at  all.  To  him  the  basic  fallacy  was  the  very  assump- 
tion with  which  Keynes  had  started  out:  the  assumption 
that  the  healthy,  the  "normal,"  economy  is  an  economy  in 
static  equilibrium.  Schumpeter,  from  his  student  days  on, 
held  that  a  modern  economy  is  always  in  dynamic  disequi- 
librium. Schumpeter's  economy  is  not  a  closed  system 
like  Newton's  universe — or  Keynes'  "macro-economy."  It 
is  forever  growing  and  changing,  and  is  biological  rather 
than  mechanistic  in  nature.  If  Keynes  was  a  "heretic," 
Schumpeter  was  an  "infidel." 

Schumpeter  was  himself  a  student  of  the  great  men  of 
Austrian  economics  and  at  a  time  when  Vienna  was  the 
world  capital  of  economic  theory.  He  held  his  teachers  in 
lifelong  affection.  But  his  doctoral  dissertation — it  became 
the  earliest  of  his  great  books,  The  Theory  of  Economic 
Development  (which  in  its  original  German  version  came 
out  in  1911,  when  Schumpeter  was  only  28  years  old) — 
starts  out  with  the  assertion  that  the  central  problem  of 
economics  is  not  equilibrium  but  structural  change.  This 
then  led  to  Schumpeter's  famous  theorem  of  the  innovator 
as  the  true  subject  of  economics. 

Classical  economics  considered  innovation  to  be  out- 
side the  system,  as  Keynes  did,  too.  Innovation  belonged  in 
the  category  of  "outside  catastrophes"  like  earthquakes, 
climate  or  war,  which,  everybody  knew,  have  profound 
influence  on  the  economy  but  are  not  part  of  economics. 
Schumpeter  insisted  that,  on  the  contrary,  innovation — 
that  is,  entrepreneurship  that  moves  resources  from  old 
and  obsolescent  to  new  and  more  productive  employ- 
ments— is  the  very  essence  of  economics  and  most  cer- 
tainly of  a  modern  economy. 

He  derived  this  notion,  as  he  was  the  first  to  admit,  from 
Marx.  But  he  used  it  to  disprove  Marx.  Schumpeter's 
Economic  Development  does  what  neither  the  classical 
economists  nor  Marx  nor  Keynes  was  able  to  do:  It  makes 
profit  fulfill  an  economic  function.  In  the  economy  of 
change  and  innovation,  profit,  in  contrast  to  Marx,  is  not  a 
Mehrwert,  a  "surplus  value"  stolen  from  the  workers.  On 
the  contrary,  it  is  the  only  source  of  jobs  for  workers  and  of 
labor  income.  The  theory  of  economic  development  shows 
that  no  one  except  the  innovator  makes  a  genuine  "profit," 
and  the  innovator's  profit  is  always  quite  short-lived.  But 
innovation  in  Schumpeter's  famous  phrase  is  also  "cre- 
ative destruction."  It  makes  obsolete  yesterday's  capital 
equipment  and  capital  investment.  The  more  an  economy 
progresses,  the  more  capital  formation  will  it  therefore 
need.  Thus  what  the  classical  economist — or  the  accoun- 
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tant  or  the  stock  exchange — considers  "profit"  is  a  genu- 
ine cost,  the  cost  of  staying  in  business,  the  cost  of  a  future 
in  which  nothing  is  predictable  except  that  today's  profit- 
able business  will  become  tomorrow's  white  elephant. 
Thus,  capital  formation  and  productivity  are  needed  to 
maintain  the  wealth-producing  capacity  of  the  economy 
and,  above  all,  to  maintain  today's  jobs  and  to  create 
tomorrow's  jobs. 


Schumpeter's  "innovator"  with 
his  "creative  destruction"  is  the  only 
theory  so  far  to  explain  why  there  is 
something  we  call  "profit."  The  clas- 
sical economists  very  well  knew  that 
their  theory  did  not  give  any  rationale 
for  profit.  Indeed,  in  the  equilibrium 
economics  of  a  closed  economic  sys- 
tem there  is  no  place  for  profit,  no 
justification  for  it,  no  explanation  of 
it.  If  profit  is,  however,  a  genuine 
cost,  and  especially  if  profit  is  the 
only  way  to  maintain  jobs  and  to  cre- 


ate new  ones,  then  "capitalism"  becomes  again  a  moral 
system. 

Morality  and  profits.  The  classical  economists  had 
pointed  out  that  profit  is  needed  as  the  incentive  for  the 
risk  taker.  But  is  this  not  really  a  bribe  and  thus  impossible 
to  justify  morally?  This  dilemma  had  driven  the  most 
brilliant  of  19th-century  economists,  John  Stuart  Mill,  to 
embrace  socialism  in  his  later  years.  It  had  made  it  easy  for 
Marx  to  fuse  dispassionate  analysis  of  the  "system"  with 
the  moral  revulsion  of  an  Old  Testament  prophet  against 
the  "exploiters."  The  weakness  on  moral  grounds  of  the 
profit  incentive  enabled  Marx  at  once  to  condemn  the 
"capitalist"  as  wicked  and  immoral,  and  assert  "scientifi- 
cally" that  he  serves  no  function  and  that  his  speedy 
demise  is  "inevitable."  As  soon,  however,  as  one  shifts 
from  the  axiom  of  an  unchanging,  self-contained,  closed 
economy  to  Schumpeter's  dynamic,  growing,  moving, 
changing  economy,  what  is  called  "profit"  is  no  longer 
immoral.  It  becomes  a  moral  imperative.  Indeed,  the  ques- 
tion then  is  no  longer  the  question  that  agitated  the 
classicists  and  still  agitated  Keynes:  How  can  the  economy 
be  structured  to  minimize  the  bribe  of  the  functionless 
surplus  called  "profit"  that  has  to  be  handed  over  to  the 
"capitalist"  to  keep  the  economy  going?  The  question  in 
Schumpeter's  economics  is  always:  Is  there  sufficient  prof- 
it? Is  there  adequate  capital  formation  to  provide  for  the 
costs  of  the  future,  the  costs  of  staying  in  business,  the 
costs  of  "creative  destruction"? 

This  alone  makes  Schumpeter's  economic  model  the 
only  one  that  can  serve  as  the  starting  point  for  the 
economic  policies  we  need.  Clearly  the  Keynesian — or 
classicist — treatment  of  innovation  as  being  "outside"  and 
in  fact  peripheral  to  the  economy  and  with  minimum 
impact  on  it,  can  no  longer  be  maintained  (if  it  ever  could 


be).  The  basic  question  of  economic  theory  and  economic 
policy,  especially  in  highly  developed  countries,  is  clearly: 
How  can  capital  formation  and  productivity  be  main- 
tained so  that  rapid  technological  change  as  well  as  em- 
ployment can  be  sustained?  What  is  the  minimum  profit 
needed  to  defray  the  costs  of  the  future?  What  is  the 
minimum  profit  needed,  above  all,  to  maintain  jobs  and  to 
create  new  ones? 

Schumpeter  gave  no  answer — he  did  not  much  believe 
in  answers.  But  70  years  ago,  as  a  very  young  man,  he  asked 
what  is  clearly  going  to  be  the  central  question  of  econom- 
ic theory  and  economic  policy  in  the  years  to  come. 

And  then,  during  World  War  I,  Schumpeter  realized,  long 
before  anyone  else — and  a  good  ten  years  before  Keynes 
did — that  economic  reality  was  changing.  He  realized  that 
World  War  I  had  brought  about  the  monetarization  of  the 
economies  of  all  belligerents.  Country  after  country,  in- 
cluding his  own  still  fairly  backward  Austria-Hungary,  had 
succeeded  during  the  war  in  mobilizing  the  entire  liquid 
wealth  of  the  community,  partly  through  taxation,  but 
mainly  through  borrowing.  Money  and  credit,  rather  than 
goods  and  services,  had  become  the  "real  economy." 

In  a  brilliant  essay  published  in  a  German  economic 
journal  in  July  1918 — when  the  world  Schumpeter  had 
grown  up  in  and  had  known  was  crashing  down  around  his 
ears — he  argued  that,  from  now  on,  money  and  credit 
would  be  the  lever  of  control.  What  he  argued  was  that 
neither  supply  of  goods,  as  the  classicists  had  argued,  nor 
demand  for  goods,  as  some  of  the  earlier  dissenters  had 
maintained,  was  going  to  be  controlling  anymore.  Mone- 
tary factors — deficits,  money,  credit,  taxes — were  going  to 
be  the  determinants  of  economic  activity  and  of  the  alloca- 
tion of  resources. 

This  is,  of  course,  the  same  insight  on  which  Keynes 
later  built  his  General  Theory.  But  Schumpeter's  conclu- 
sions were  radically  different  from  those  Keynes  reached. 
Keynes  came  to  the  conclusion  that  the  emergence  of  the 
"symbol  economy"  of  money  and  credit  made  possible  the 
"economist-king,"  the  scientific  economist,  who,  by  play- 
ing on  a  few  simple  monetary  keys — government  spend- 
ing, the  interest  rate,  the  volume  of  credit  or  the  amount  of 
money  in  circulation — would  maintain  permanent  equi- 
librium with  full  employment,  prosperity  and  stability. 
But  Schumpeter's  conclusion  was  that  the  emergence  of 
the  "symbol  economy"  as  the  dominant  economy  opened 
the  door  to  tyranny  and,  in  fact,  invited  tyranny.  That  the 
economist  now  proclaimed  himself  infallible,  he  consid- 
ered pure  hubris.  But,  above  all,  he  saw  that  it  was  not 
going  to  be  economists  who  would  exercise  the  power,  but 
politicians  and  generals. 

And  then,  in  the  same  year,  just  before  World  War  I 
ended,  Schumpeter  published  The  Tax  State  ("The  Fiscal 
State"  would  be  a  better  translation).  Again,  the  insight  is 
the  same  Keynes  reached  15  years  later  (and,  as  he  often 
acknowledged,  thanks  to  Schumpeter):  The  modern  state, 
through  the  mechanisms  of  taxation  and  borrowing,  has 
acquired  the  power  to  shift  income  and,  through  "transfer 
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He  prophesied  inflation  would 
destroy  democracy  and  capital- 
ism. Inflation  is  now  the  central 
problem  of  free  markets. 


payments,"  to  control  the  distribution  of  the  national 
product.  To  Keynes  this  power  was  a  magic  wand  to 
achieve  both  social  justice  and  economic  progress,  and 
both  economic  stability  and  fiscal  responsibility.  To 
Schumpeter — perhaps  because  he,  unlike  Keynes,  was  a 
student  of  both  Marx  and  history — this  power  was  an 
invitation  to  political  irresponsibility,  because  it  eliminat- 
ed all  economic  safeguards  against  inflation.  In  the  past 
the  inability  of  the  state  to  tax  more  than  a  very  small 
proportion  of  the  gross  national  product,  or  to  borrow  more 
than  a  very  small  part  of  the  country's  wealth,  had  made 
inflation  self-limiting.  Now  the  only  safeguard  against 
inflation  would  be  political,  that  is,  self-discipline.  And 
Schumpeter  was  not  very  sanguine  about  the  politician's 
capacity  for  self-discipline. 

Schumpeter's  work  as  an  economist  after  World  War  I  is 
of  great  importance  to  economic  theory.  He  became  one  of 
the  fathers  of  business  cycle  theory. 


But  Schumpeter's  real  contribution 
during  the  32  years  between  the  end 
of  World  War  I  and  his  death  in  1950 
was  as  a  political  economist.  In  1942, 
when  everyone  was  scared  of  a  world- 
wide deflationary  depression,  Schum- 
peter published  his  best-known  book, 
Capitalism,  Socialism  and  Democracy, 
still,  and  deservedly,  read  widely.  In 
this  book  he  argued  that  capitalism 
would  be  destroyed  by  its  own  suc- 
cess. This  would  breed  what  we 
would  now  call  the  "new  class":  bu- 


reaucrats, intellectuals,  professors,  lawyers,  journalists,  all 
of  them  beneficiaries  of  capitalism's  economic  fruits  and, 
in  fact,  parasitical  on  them,  and  yet  all  of  them  opposed  to 
the  ethos  of  wealth  production,  of  saving  and  of  allocating 
resources  to  economic  productivity.  The  40  years  since 
this  book  appeared  have  surely  proved  Schumpeter  to  be  a 
major  prophet. 

And  then  he  proceeded  to  argue  that  capitalism  would 
be  destroyed  by  the  very  democracy  it  had  helped  create 
and  made  possible.  For  in  a  democracy,  to  be  popular, 
government  would  increasingly  become  the  "tax  state," 
would  increasingly  shift  income  from  producer  to  nonpro- 
ducer,  would  increasingly  move  income  from  where  it 
would  be  saved  and  become  capital  for  tomorrow  to  where 
it  would  be  consumed.  Government  in  a  democracy  would 
thus  be  under  increasing  inflationary  pressure.  Eventually, 
he  prophesied,  inflation  would  destroy  both  democracy 
and  capitalism. 

When  he  wrote  this  in  1942,  almost  everybody  laughed. 
Nothing  seemed  less  likely  than  an  inflation  based  on 
economic  success.  Now,  40  years  later,  this  has  emerged  as 
the  central  problem  of  democracy  and  of  a  free-market 
economy  alike,  just  as  Schumpeter  had  prophesied. 

The  Keynesians  in  the  Forties  ushered  in  their  "prom- 
ised land,"  in  which  the  economist-king  would  guarantee 


the  perfect  equilibrium  of  an  eternally  stable  economy 
through  control  of  money,  credit,  spending  and  taxes. 
Schumpeter,  however,  increasingly  concerned  himself 
with  the  question  of  how  the  public  sector  could  be  con- 
trolled and  limited  so  as  to  maintain  political  freedom  and 
an  economy  capable  of  performance,  growth  and  change. 
When  death  overtook  him  at  his  desk,  he  was  revising  the 
presidential  address  he  had  given  to  the  American  Eco- 
nomic Association  only  a  few  days  earlier.  The  last  sen- 
tence he  wrote  was:  "The  stagnationists  are  wrong  in  their 
diagnosis  of  the  reason  the  capitalist  process  should  stag- 
nate; they  may  still  turn  out  to  be  right  in  their  prognosis 
that  it  will  stagnate — with  sufficient  help  from  the  public 
sector." 

Keynes'  best-known  saying  is  surely,  "In  the  long  run  we 
are  all  dead."  This  is  one  of  the  most  fatuous  remarks  ever 
made.  Of  course,  in  the  long  run  we  are  all  dead.  But 
Keynes  in  a  wiser  moment  remarked  that  the  deeds  of 
today's  politicians  are  usually  based  on  the  theorems  of 
long-dead  economists.  And  it  is  a  total  fallacy  that,  as 
Keynes  implies,  optimizing  the  short  term  creates  the 
right  long-term  future.  Keynes  is  in  large  measure  respon- 
sible for  the  extreme  short-term  focus  of  modern  politics, 
of  modern  economics  and  modern  business — the  short- 
term  focus  that  is  now,  with  considerable  justice,  consid- 
ered a  major  weakness  of  American  policymakers,  both  in 
government  and  in  business. 

Schumpeter  also  knew  that  policies  have  to  fit  the  short 
term.  He  learned  this  lesson  the  hard  way — as  minister  of 
finance  in  the  newly  formed  Austrian  republic  in  which 
he,  totally  unsuccessful,  tried  to  stop  inflation  before  it  got 
out  of  hand.  He  knew  that  he  had  failed  because  his 
measures  were  not  acceptable  in  the  short  term — the  very 
measures  that,  two  years  later,  a  noneconomist,  a  politi- 
cian and  professor  of  moral  theology  did  apply  to  stop  the 
inflation,  but  only  after  it  had  all  but  destroyed  Austria's 
economy  and  middle  class. 

But  Schumpeter  also  knew  that  today's  short-term  mea- 
sures have  long-term  impacts.  They  irrevocably  make  the 
future.  Not  to  think  through  the  futurity  of  short-term 
decisions  and  their  impact  long  after  "we  are  all  dead"  is 
irresponsible.  It  also  leads  to  the  wrong  decisions.  It  is  this 
constant  emphasis  in  Schumpeter  on  thinking  through  the 
long-term  consequences  of  the  expedient,  the  popular,  the 
clever  and  the  brilliant,  that  makes  him  a  great  economist 
and  the  appropriate  guide  for  today,  when  short-run,  clev- 
er, brilliant  economics — and  short-run,  clever,  brilliant 
politics — have  become  bankrupt. 

In  some  ways,  Keynes  and  Schumpeter  replayed  the 
best-known  confrontation  of  philosophers  in  the  Western 
tradition — the  Platonic  dialog  between  Parmenides,  the 
brilliant,  clever,  irresistible  sophist,  and  the  slow-moving 
and  ugly,  but  wise,  Socrates.  No  one  in  the  interwar  years 
was  more  brilliant,  more  clever  than  Keynes.  Schumpeter, 
by  contrast,  appeared  pedestrian — but  he  had  wisdom. 
Cleverness  carries  the  day.  But  wisdom  endureth.  ■ 
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In  the  celebrated  world  of 
quarter  horses,  the  value  of 
a  stallion  often  runs  into  the 
millions.  So  it's  no  wonder 
that  Bob  Norris,  former 
President  of  the  American 
Quarter  Horse  Association, 
and  so  many  other  distin- 
guished figures  in  equestrian 
circles,  trust  the  safe  trans- 
port of  their  valued  cargos  to 
a  Jeep8  Wagoneer  Limited. 

There's  a  special  feeling  of 


confidence  behind  the  wheel 
of  a  Jeep  Wagoneer.  There's 
authority  in  its  power,  security 
in  its  traction  and  prestige  in 
its  appearance. 

With  its  remarkable  Selec- 
Trac  2-wheel/4-wheel  drive 
system,  the  Wagoneer  art- 
fully masters  most  any  terrain, 
even  under  adverse  condi- 
tions...from  summer  down- 
pours to  winter  snowstorms. 

Yet,  for  all  its  impressive 


strength  and  dependability, 
classic  comforts  are  stan- 
dard in  a  Wagoneer  Limited. 
From  its  plush  interior  fabrics 
and  leathers  to  its  premium 
stereo  sound  system,  quality 
is  never  compromised. 

And  because  it  does  so 
many  things  without  compro- 
mise, the  Jeep  Wagoneer 
Limited  makes  perfect  horse 
sense,  no  matter  who  your 
traveling  companion  is. 


Jeep.  V  Wagoneer  Limited.  The  Ultimate  Wagon.  H 

FROM  JEEP  CORPORATION 


A  WAGNERIAN 

VISION 


There  is  no  place  in  Keynes' 
system  for  IBM,  McDonald's 
hamburgers  and  venture  cap- 
ital. There  is  in  Schumpeter's. 


By  James  W.  Michaels 
and  Norman  Gall 

As  a  young  man  Joseph  Alois  Schumpeter  proclaimed  he 
had  three  wishes  in  life.  To  be  the  greatest  lover  in  Vienna. 
To  be  the  greatest  horseman  in  Europe.  And  to  be  the 
greatest  economist  in  the  world.  History  records  only 
spottily  his  achievements  in  the  first  two  fields,  but  it  is 
now  quite  clear  that  he  did  become  the  greatest  economist 
of  the  20th  century.  His  vision  was 
not  narrowly  economic  but  close 
to  being  prophetic  about  the  whole 
direction  in  which  society  has 
been  moving. 

Schumpeter  is  not  easy  to  read, 
but  he  did  have  a  wry  sense  of 
humor.  He  wrote  that  Marx'  ideas 
had  a  good  chance  of  prevailing, 
not  because  they  were  correct,  but 
m  good  measure  because  they  ap- 
pealed to  the  unsuccessful,  who 
were,  by  definition,  the  most  nu- 
merous. Such  flashes  of  ironic  hu- 
mor and  his  own  colorful  personal- 
ity notwithstanding,  Schumpeter 
was  not  the  popular  essayist 
Keynes  was.  Nor  were  his  ideas 
what  the  press,  the  public  and  the 
politicians  wanted  to  hear. 

He  believed  that  full  employ- 
ment and  economic  stability  were 
unhealthy  and  unwise  goals.  That 
the  recessionary  phase  of  the  busi- 
ness cycle  and  its  attendant  suffer- 
ing in  temporary  joblessness  and 
numerous  bankruptcies  were  thera- 
peutic for  preserving  economic  effi- 
ciency and  inflation-free  growth. 
That  the  welfare  state  would  lead  to 
a  society  bereft  of  vitality. 

He  believed  that  economic  vital-   

ity  came  essentially  from  entrepreneurs,  who,  applying 
technology  and  innovation  to  a  society,  produced  efficien- 
cies that  earned  the  entrepreneurs  large  profits.  The  inno- 
vation could  be  technological,  a  la  IBM.  Or  it  could  be  a 
single  rearrangement  of  existing  resources,  a  la  McDon- 
ald's. In  either  case  the  profit  was  the  fruit  of  this  innova- 
tion rather  than  something  stolen  from  the  workers.  More- 
over, most  of  these  profits  would  be  reinvested  in  econom- 


An  affectionate  caricature  of  Schumpeter 
in  1919,  when  he  was  Austria's  Minister  of 
Finance.  He  was  later  to  write:  "Of  all  the 
reasons  for  the  failure  of  able  men,  the 
most  important  is  the  inability  to  wait." 


ic  growth.  Thus — as  Peter  Drucker  points  out  in  the 
preceding  article — profits  and  economic  inequality  were 
not  immoral.  In  fact,  they  were  the  engine  of  a  better  life 
for  everyone.  The  government  that  uses  its  taxing  powers 
to  redistribute  income,  to  deprive  the  entrepreneur  of  his 
reward,  is  thwarting  this  creative  process. 

In  Schumpeter,  profits  and  savings  are  central.  Without 
them  there  can  be  neither  growth  nor  progress.  Schum- 
peter faulted  Keynes  for  denigrating  the  importance  of 
savings.  In  this  we  now  know  that  Schumpeter  was  cor- 
rect. We  are  currently  paying  the  price  in  slowed  growth 
for  decades  of  neo-Keynesian  policies  that  penalized  sav- 
ings and  encouraged,  even  subsidized,  consumption. 

There  is  much  more  in  Schumpeter.  Like  Marx  he  felt 
that  capitalism  was  doomed,  but  for  totally  different  rea- 
sons. Where  Marx  thought  capitalism  would  be  killed  by 
its  excesses,  Schumpeter  thought  its  very  successes  would 
do  the  job.  By  its  great  productivity 
capitalism  would  make  possible 
the  redistributive  state,  which 
would  end  by  taxing  productive  in- 
dustry near  to  death.  By  its  great 
productivity  capitalism  would  cre- 
ate what  we  now  call  the  "new 
class" — intellectuals,  professors, 
bureaucrats,  journalists — who 
would  help  bring  it  down.  Schum- 
peter thought  such  thoughts  before 
they  were  fashionable.  Perhaps  be- 
cause his  was  not  a  cheerful  mes- 
sage it  made  few  converts.  But  that 
was  before  the  world  learned  about 
stagflation  bred  by  neo-Keynesian 
policies. 

Fittingly  for  a  child  of  tum-of- 
the-century  Viennese  culture, 
there  was  something  Wagnerian 
about  Schumpeter.  He  was  a  ro- 
mantic in  his  thinking  as  in  his 
life.  The  same  young  man  who 
craved  beautiful  women  and  beau- 
tiful horses  once  reportedly  fought 
a  duel  with  a  librarian  over  his 
students'  right  to  use  books.  Un- 
like Keynes,  Schumpeter  was  not 
in  love  with  order  but  with  dyna- 
mism. Keynes  sought  economic 
equilibrium;  Schumpeter  believed 
in  economic  growth. 
"We  are  all  Keynesians  now,"  Richard  Nixon  pro- 
claimed a  decade  or  so  ago.  But  the  tide  is  swinging  slowly 
away  from  what  passes  today  as  Keynes'  ideas  and  toward 
the  kind  of  thinking  Schumpeter  espoused.  Quietly,  a 
Schumpeterian  revival  is  under  way.  It  remains  to  be  seen 
whether  his  warnings  will  be  heeded  soon  enough  to  save 
capitalism  and  democracy  from  being  destroyed  by  their 
own  success. 
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Schumpeter — in  his  own  words 


The  real  tragedy  is  not  unemployment  per  se,  but 
unemployment  plus  the  impossibility  of  providing  ade- 
quately for  the  unemployed  without  impairing  the  con- 
ditions of  further  economic  development. 
Capitalism,  Socialism  and  Democracy  ( 1942) 


The  spirit  of  a  people,  its  cultural  level,  its  social  struc- 
ture, the  deeds  its  policy  may  prepare  [are]  written  in  its 
fiscal  history,  stripped  of  all  phrases.  He  who  knows  how 
to  listen  to  its  message  here  discerns  the  thunder  of 
world  history  more  clearly  than  anywhere  else. 
The  Tax  State  (1918) 


The  capitalist  achievement  does  not  typically  consist  in 
providing  more  silk  stockings  for  queens  but  in  bringing 
them  within  reach  of  factory  girls  in  return  for  steadily 
decreasing  amounts  of  effort. 

Capitalism,  Socialism  and  Democracy 


Capitalism  is  that  form  of  private  property  economy  in 
which  innovations  are  carried  out  by  means  of  bor- 
rowed money,  which  in  general,  though  not  by  logical 
necessity,  implies  credit  creation. 
Business  Cycles  ( 1939) 


Schumpeter  with  members  of  an  economics  seminar 

he  gave  at  the  University  of  Bonn  in  1931- 

The  participants:  (1)  Sudhir  Sen,  (2)  H.  Wilhelms, 

(3)  August  Losch,  (4)  Herbert  Zassenhaus, 

(5)  Wolfgang  Stolper,  (6)  Martin  Wiebel, 

(7)  Hans  Singer,  (8)  H.  Spott, 

(9)  Theodor  Wessels,  (10)  Christa  Hasenclever, 

(11)  H.  Kuschmann,  (12)  H.  Schmitz,  (13)  Schumpeter, 

(14)  Erich  Schneider,  (15)  Karl  Bode, 

(16)  unidentified,  (17)  Gunther  Harkort. 
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Schumpeter — in  his  own  words 


. . .  from  all  imaginable  standpoints,  the  standpoint  of 
irresponsible  revolutionaries  alone  excepted,  it  is  of 
prime  importance  after  a  war  so  to  adjust  a  country's 
economic  process  as  to  stop  it  from  producing  further 
inflation.  But  it  is  clear  at  the  same  time  that  this  is  an 
extremely  difficult  thing  to  do  in  a  world  where  every- 
one is  afraid  of  the  short-run  consequences  of  such  a 
policy. 

Capitalism,  Socialism  and  Democracy 

Imposition  of  tariffs  will  act  similarly  to  cheap  money 
policy:  It  creates  margins  which  would  not  otherwise 
exist  and  therefore  calls  forth  enterprise  and  secondary 
expansion  that  may  be  a  source  of  troubles. 

Business  Cycles 

In  capitalist  reality  as  distinguished  from  its  textbook 
picture,  it  is  not  [static]  competition  which  counts  but 
the  competition  from  the  new  commodity,  the  new 
technology,  the  new  source  of  supply,  the  new  type  of 
organization — competition  which  commands  a  decisive 
cost  or  quality  advantage  and  which  strikes  not  at  the 
margins  of  the  profits  and  the  outputs  of  the  existing 
firms  but  at  their  very  lives. . . .  This  process  of  Creative 
Destruction  is  the  essential  fact  about  capitalism.  It  is 
what  capitalism  consists  in  and  what  every  capitalist 
concern  has  got  to  live  in. 
Capitalism.  Socialism  and  Democracy 

. . .  Marx,  stripped  of  phrases,  admits  of  interpretation  in 
a  conservative  sense  

Capitalism,  Socialism  and  Democracy 

Any  cure  [for  inflation]  will  inevitably  produce  what  is 
more  unpopular  still,  a  temporary  depression,  because 
so  soon  as  inflation  ceases,  there  will  be  readjustments  in 
prices  and  production  that  will  mean  losses  and  unem- 
ployment, though  neither  need  be  serious.  Everyone 
feels  this  and  is  afraid  of  it,  especially  in  an  election  year. 
So  inflation  runs  on  by  common  consent. 
There  Is  Still  Time  to  Stop  Inflation,"  Nation's  Business,  June  1948 

As  every  true  prophet  styles  himself  the  humble  mouth- 
piece of  his  deity,  so  Marx  pretended  no  more  than  to 
speak  the  logic  of  the  dialectic  process  of  history.  There 
is  dignity  in  all  this  which  compensates  for  many  petti- 
nesses and  vulgarities  with  which,  in  his  work  and  in  his 
life,  this  dignity  formed  so  strange  an  alliance. 
Capitalism,  Socialism  and  Democracy 


As  with  Marx,  it  is  possible  to  admire  Keynes  even 
though  one  may  consider  his  social  vision  to  be  wrong 
and  every  one  of  his  propositions  to  be  misleading. 

Ten  Great  Economists 

In  the  U.S.  alone  there  need  not  lurk,  behind  modern 
programs  of  social  betterment,  that  fundamental  dilem- 
ma that  everywhere  else  paralyzes  the  will  of  every 
responsible  man,  the  dilemma  between  economic 
progress  and  immediate  increase  of  the  real  income  of 
the  masses. 

Capitalism,  Socialism  and  Democracy 

. . .  capitalism  is  as  old  as  the  phenomenon  of  credit 
creation;  that  is  to  say  it  goes  back  to  around  the 
Mediterranean  in  the  1 3th  century. 
Unpublished  document,  courtesy  Professor  Loring  Allen 


Schumpeter  in  1932,  at  a  party  in  his  honor  in 
Bonn  prior  to  his  departure  to  teach  at  Harvard. 
The  guests  wore  daisies  in  their  lapels.  They  were, 
in  effect,  their  tickets  of  admission — a  device for 
doing  without  printed  invitations,  which  were 
subject  to  a  government  tax  in  Germany. 
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How  Dow  Jones  Mews/Retrieval 
Helps  Harold  OerteU  Win  On  Will  Street 


Until  recently,  Harold  Oertell  was  just  like  thousands  of 
other  personal  investors  all  across  America.  His  invest- 
ment decisions  were  based  on  professional  recommenda- 
tions, articles  he'd  read,  or  rumor. 

All  that's  changed.  Now  Dow  Jones  News/Retrieval® 
gives  him  the  facts,  figures  and  insights  he  needs  to  call  his 
own  shots  in  the  market. 

"Before  News/Retrieval,  I  was  forced  to  delegate  my  in- 
vestment decisions,"  says  Harold.  "I  simply  didn't  have 
the  time  or  information  to  really  take  control  myself." 

A  Powerful  Investment  Research  Tool 

News/Retrieval  opens  up  a  whole  new  world  of  information 
for  investors.  Information  like  current  and  historical  stock 
quotes,  company  and  industry  profiles,  earnings  and  eco- 
nomic forecasts,  news  from  The  Wall  Street  Journal,  Barron's 
and  Dow  Jones  News  Wire,  plus  Media  General  financial 
statistics,  Securities  &  Exchange  Commision  reports  and 
other  business  and  financial  information. 

All  accessible  quickly  and  easily  in  your  home  or  office 
through  most  terminals,  personal  computers  and  communi- 
cating word  processors. 

"What  I  like  best,"  says  Harold,  "is  that  I  get  the  salient 
facts  I  need  fast.  I  can  follow  25  stocks  closely  without 
effort  and  without  waiting  for  people  to  send  me  things  that 
are  usually  out-of-date. 

"Plus,  The  Dow  Jones  Market  Analyzer ™  (a  Dow  Jones 
Software™  product)  helps  me  organize  this  data  into  charts 
and  graphs  that  make  my  decision-making  easier.  In  this 
case,  a  picture  really  is  worth  a  thousand  words.  The  com- 
bination of  News/Retrieval  and  the 
Market  Analyzer  gives  me  the 
control  I  want  in  a  minimum 
of  time." 


". .  .Paid  For  Itself  For  Life" 

"News/Retrieval  has  heightened  my  sensitivity  and  aware- 
ness of  the  market  and  has  helped  me  focus  more  on  my 
investments.  I'm  trading  more  now  and  I'm  doing  better. 
It's  already  paid  for  itself  for  life." 

Dow  Jones  News/Retrieval  is  so  easy  to  use.  Harold  had 
no  prior  experience  with  computers.  "If  I  can  do  it,  any- 
body can,"  he  says.  "The  instructions  on  the  screen  tell 
you  exactly  what  to  do  step-by-step." 

There  are  other,  less  tangible  benefits.  "It  makes  me  feel 
more  confident  about  my  investment  decisions,"  says 
Harold.  "It's  given  me  a  greater  feeling  of  reward  and  I've 
had  fun  doing  it.  It's  rare  when  you  find  something  enjoy- 
able that  helps  you  make  money." 

Call  Toll  Free  Today 

Ask  for  a  free  demonstration  at  your  nearest  computer 
store  or  call  the  toll-free  Dow  Jones  Hotline.  The  cost  of 
the  service  is  even  tax  deductible  in  many  cases.  Check 
your  tax  advisor  for  more  information. 

Call  Toll  Free 
1-800-345-8500,  Ext.  5 

(Canada,  Alaska  &  Foreign  call  1-215-789-7008,  Ext.  5) 
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Anchor  Hocking  wasn't  making  much  money,  despite  $900 
million  in  sales.  That  didrit  make  sense  to  ex-salesman  Ray 
Topper.  So  he  sold  off  a  third  of  the  company. 


"We  couldn't 
afford  excellence" 


By  Paul  B.  Brown 


In  talking  finance,  J.  Ray  Top- 
per, chief  executive  officer  of  An- 
chor Hocking,  fills  Central  Cast- 
ing's idea  of  the  chairman  of  a  middle 
America  (Lancaster,  Ohio)  industrial 
corporation.  Big  and  slow-talking, 
Topper,  55,  tells  you  to  the  penny 
how  much  the  exercise  of  outstanding 
stock  options  would  have  diluted 
first-quarter  earnings  (13  cents),  how 
much  Anchor  Hocking's  experimen- 
tal retail  giftware  store  sold  last  year 
($1.82  million)  and  what  it  would  take 
to  make  a  success  of  a  new  $55  mil- 
lion glass  plant  (sales  of  $50  million 
with  a  return  on  investment  of  be- 
tween 14%  and  15%). 

But  then  ask  about  the  4,000  prod- 
ucts, ranging  from  Snoopy  piggy 
banks  to  microwave  cookware  and 
bathroom  fixtures,  in  'Anchor's  line, 
and  you  get  a  different  kind  of  re- 
sponse. Topper  moves  to  a  display 
table  in  the  boardroom  and  grabs  an 
intricate  soap  dish.  "  Look  at  this,"  he 
says.  "Hell,  we  can  make  these  things 
all  day  for  $1.50,  and  two-thirds  of 
America  will  put  them  on  their  dis- 
play shelves.  Or  how  about  this,"  he 
says,  reaching  for  a  carafe  that  retails 
for  $1.89.  "This  and  a  $3  bottle  of  jug 
wine,  and  you're  living." 

In  his  1 1  years  at  Anchor  before 
rising  to  chief  executive  officer  last 
spring,  Topper  spent  plenty  of  time 
on  the  selling  side,  and  it  shows.  For 
19  years  before  that,  he  worked  at 
General  Electric,  spending  his  last 
few  years  in  the  appliance  marketing 
division.  Now  Anchor  will  need  all 
the  sales  enthusiasm  that  Topper  can 
instill  in  it.  The  company  is  selling 
its  industrial  glass  container  division, 
which  generated  more  than  a  third  of 
Anchor's  $903  million  in  sales  last 
year.  Once  the  division  is  sold,  An- 


Anchor  Hocking  chief,  J.  Ray  Topper 

From  Snoopy  piggy  banks  to  microwave  cookware. 


chor  will  compete  primarily  in  the 
consumer  market. 

That  was  inevitable,  Topper  says. 
"Seven  years  ago  this  company  set  a 
goal  of  achieving  16%  return  on 
shareholders'  equity,  which  is  the  av- 
erage return  in  all  industries,  and  we 
just  haven't  done  it,"  he  says.  An- 
chor's average  return  for  the  last  sev- 
en years:  1 1%.  It  was  stuck  in  packag- 
ing manufacture,  which  has  been  a 
loser  for  the  company  and  competi- 
tors, too. 

Topper  probably  is  correct.  No 
technology  breakthrough  promises  to 
turn  glass  packaging  into  a  high-re- 
turn industry.  Costs  won't  come 
down,  and  prices  won't  go  up  much, 
because  of  competition.  Anchor  was 
entrenched  in  four  areas:  glass  pack- 
aging, other  packaging,  household 
products  and  hardware,  and,  says  Top- 


per, "We  could  not  afford  excellence 
in  all  four  of  them.  We  could  have 
taken  on  $75  million  in  debt  to  try  to 
do  the  job  right,  but  I  thought  that 
would  cripple  us.  The  alternative  was 
eliminating  one  division  or  putting  all 
four  on  three-quarter  rations,  and  I 
didn't  want  to  do  that." 

So  Anchor  sold  the  container  divi- 
sion for  $68  million  to  Wesray  Corp., 
headed  by  former  Treasury  Secretary 
William  Simon  (Forbes,  Feb.  28).  The 
price  tag  was  $22  million  under  book. 
"I  don't  think  we  could  have  gotten 
much  more,"  Topper  says. 

Including  administrative  costs,  that 
sale  led  to  a  $30  million  first-quarter 
writeoff — more  than  twice  1982  earn- 
ings. But  at  least  the  albatross  is  gone. 
The  container  division  was  returning 
just  7%  on  equity,  and  now  it  has 
given  Anchor  $55  million  in  cash. 
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Because  Anchor  usually  sells  for 
only  two-thirds  of  book  anyway,  its 
cash  makes  the  company  especially 
vulnerable  to  takeover.  Anchor  last 
summer  had  to  ransom  itself  from 
raider  Carl  Icahn  by  buying  back  his 
6%  holdings  at  a  35%  premium.  But 
the  company  won't,  as  Topper  em- 
phasizes, make  some  "silly-ass  acqui- 
sition" to  dispose  of  cash  and  discour- 
age a  takeover. 

Instead,  it  plans  to  buy  more  of 
Towle  Manufacturing,  the  Boston  ta- 
bleware maker.  Anchor  already  owns 
1 7%  and,  by  buying  at  least  3%  more, 


can  consolidate  20%  of  Towle's  earn- 
ings with  Anchor's.  It  will  start  im- 
porting household  items  to  supple- 
ment its  line.  And  one  way  or  an- 
other, it  will  expand  its  own  petty 
retailing,  now  consisting  of  a  single 
store  down  the  street  from  company 
headquarters.  That  store  last  year  pro- 
duced net  of  21%  on  a  piddling  $1.8 
million  in  sales. 

A  real  difficulty  exists,  however. 
Anchor  is  reluctant  to  compete  di- 
rectly with  big  customers  such  as  K 
mart  and  Woolco.  Most  Anchor  glass 
pieces  retail  for  less  than  $10,  as  do  its 


retail  customers'  products.  "I  plan  to 
open  only  two  or  three  stores  this 
year,"  Topper  says,  conceding  that 
sensitivity  to  customers  is  one  reason 
for  going  small  and  slow.  "Basically," 
he  says,  "we  will  be  opening  stores  to 
serve  pockets  of  our  own  employees 
not  near  a  retail  outlet,  and  to  learn 
more  about  what  sells." 

Which  implies  that  Anchor  eventu- 
ally will  use  what  it  learns.  Topper 
talks  hypothetically  about  the  com- 
pany's ability  to  open  perhaps  150 
stores.  Maybe  those  stores  aren't  so 
hypothetical  after  all.  ■ 


Wherein  Stanley  Goldman  takes  his  com- 
pany into  Chapter  11,  gets  rid  of  its  debt 
and  keeps  stock  worth  $6  million. 


Nice  work 
if  you  can  get  it 


By  Barbara  Ettorre 
and  Paul  Bornstein 

Iess  than  three  years  after  emerg- 
_  ing  from  bankruptcy  proceed- 
I  ings,  Eagle  Clothes  has  regained 
its  financial  health  and  is  planning  to 
sell  1.5  million  shares  to  the  public. 
It's  an  intriguing  story.  Under  Chief 
Executive  Officer  Stanley  Goldman, 
59,  Eagle  had  flown  right  to  the  brink. 
In  the  late  1970s,  burdened  with  debt, 
the  menswear  maker  and  retailer  went 
to  federal  court  in  New  York  to  get 
protection  from  its  creditors  under 
Chapter  11  cf  the  Bankruptcy  Act.  It 
reorganized  in  1 980,  having  rid  itself  of 
$17.7  million  of  claims  against  it.  But 
Eagle  was  still  losing  money — $1.6 
million  from  operations,  on  sales  of 
$7.5  million,  in  1980,  and  $2.8  million 
from  operations,  on  sales  of  $6.2  mil- 
lion, in  1981. 

Enter,  in  October  1981,  April  Mar- 
cus Inc.,  a  privately  held  apparel  mer- 
chandiser, store  liquidator  and  retail- 
ing consultant.  April  Marcus  special- 
izes in  the  volume  purchasing  of 
designer  and  branded  clothes  for  dis- 
count stores.  It  has  something  to  do 


with  April  Marcus'  success  that  many 
of  the  stores  to  which  it  sells,  includ- 
ing its  largest  customer,  are  stores  in 
which  April  Marcus  principals  have 
equity  interests  ranging  from  25%  to 
70%.  In  any  case,  the  firm  is  well 
reputed  and  profitable.  For  sheer  ele- 
gance and  genius,  however,  probably 
nothing  in  April  Marcus  merchandis- 
ing history  can  match  the  deal  that 
April  Marcus  worked  out  with  Eagle 
Clothes.  Let's  make  it  clear  that  April 
Marcus  did  nothing  so  Wall  Streetish- 
ly  pedestrian  as  to  risk  a  lot  of  cash  to, 
say,  buy  or  bail  out  Eagle.  Cashless, 
crippled,  even  moribund,  Eagle  in- 
stead acquired  April  Marcus,  using 
cash  advanced  by  a  bank,  a  large 
amount  of  notes  in  favor  of  the  April 
Marcus  folks  and  control  of  43%  of 
Eagle's  outstanding  shares.  In  other 
words,  the  sick  company  bought  the 
healthy  one. 

You  might  conclude  that  it  makes 
no  sense  to  sell  your  profitable  busi- 
ness to  a  loser,  especially  when  you 
have  to  finance  the  transaction  your- 
self. But  this  loser  was  a  publicly  held 
loser.  Now  that  the  market  has  as- 
sessed Eagle's  earnings  (virtually  all  of 


which  come  from  April  Marcus),  the 
price  on  Eagle  stock  has  recently  risen 
to  some  $16  a  share,  from  25  cents  in 
the  second  quarter  of  1981.  That 
makes  the  control-group  insiders'  in- 
terest worth  more  than  $30  million, 
not  to  mention  the  $15.5  million  in 
cash  and  notes  they  got  for  April  Mar- 
cus. So  it  comes  about  that  Stanley 
Goldman  now  sits  on  nearly  $6  mil- 
lion worth  of  the  stock,  although  he  is 
no  longer  in  charge  of  Eagle's  execu- 
tive flock.  Mortimer  April,  the  77- 
year-old  founder  and  chairman  of 
April  Marcus,  and  his  associates  and 
kinfolk  have  seen  to  that. 

In  many  ways,  the  Eagle/April  Mar- 
cus deal  made  perfect  sense.  It  effec- 
tively shelters  a  lot  of  Eagle/ April 
Marcus'  future  earnings  from  taxes 
with  a  $33  million  carryforward  that 
Eagle  had  run  up  but  found  unusable, 
because  it  had  no  earnings  to  shelter. 
It  provided  new  jobs  (but  also  some 
unaccustomed  public  visibility)  for 
April  Marcus  principals  and  their  rel- 
atives. Under  contractual  agreement, 
Eagle  provides  them  perks  they  en- 
joyed as  private  entrepreneurs:  new 
cars  every  three  years,  some  expense 
money  that  needn't  be  accounted  for, 
the  use  of  pieds-a-terre  in  Manhattan, 
a  $20,000  job  for  one  of  the  kids. 

From  the  shareholders'  viewpoint, 
there  are  accounting  goodies,  too, 
arising  from  the  deal's  ingenious  con- 
struction. For  example,  because  the 
notes  used  to  effect  the  acquisition 
carry  interest  rates  of  only  9%,  Eagle's 
interest  costs  are  lower,  and  earnings 
higher,  than  they  would  have  been. 

Walter  Feldesman,  a  lawyer,  was  a 
key  strategist  in  the  deal.  Feldesman, 
who  is  married  to  Mortimer  April's 
niece,  sits  on  a  batch  of  corporate 
boards,  including  two  that  have  experi- 
enced Chapter  11  ordeals:  National 
Shoes  and  Saxon  Industries  (see 
Forbes,  July  19, 1982).  When  he  helped 
arrange  Eagle's  takeover  of  April  Mar- 
cus, Eagle  was  controlled  by  Louis 
Kuhn,  a  clothing  manufacturer  whose 
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Eagle  President  Marvin  Blumenfeld 
The  deal's  the  thing. 


Cashless,  crippled,  even 
moribund.  Eagle  acquired 
April  Marcus,  using  cash 
advanced  by  a  bank,  a 
large  amount  of  notes  in  fa- 
vor of  the  April  Marcus 
folks  and  control  of  43%  of 
Eagle's  shares.  In  other 
words,  the  sick  company 
bought  the  healthy  one. 


business  had  bailed  Eagle  out  of  Chap- 
ter 1 1  by  lending  it  some  $2  million.  In 
return,  Kuhn's  family  got  43%,  or 
2,177,217,  of  Eagle's  shares.  When  Ea- 
gle acquired  April  Marcus,  half  the 
stock,  or  21.5%,  went  to  the  April 
Marcus  principals.  The  Kuhns  remain 
owners  of  2 1 . 5  %  of  Eagle  stock,  but  the 
voting  rights  are  held  by  April  Marcus 
principals.  Also  issued  was  a  new  pre- 
ferred series  for  the  April  Marcus  folks 
and  the  Kuhns,  which,  if  converted, 
would  eventually  give  them  a  total 
equity  of  75%  in  Eagle. 

No  one  has  challenged  the  transac- 
tions except  for  a  sour-grapes  corpo- 
rate shareholder  who,  in  a  lawsuit, 
complains  of  wrongly  being  shut  out. 
Eagle  responds  that  the  deal  was  ap- 
proved by  a  federal  court,  in  bankrupt- 
cy. The  shareholder,  a  creditor  in  Ea- 
gle's bankruptcy,  has  complained  in  a 
New  York  court  that  Eagle  reneged  on 
a  deal  to  let  the  shareholder  rescue 
Eagle  and  instead  gave  the  stock 
away,  through  Kuhn,  to  April  Marcus. 
But  Robert  Kuhn,  an  Eagle  director, 
insists,  "We  didn't  try  to  maximize 
April  Marcus  at  the  expense  of  Eagle." 

Indeed,  on  the  face  of  it,  Eagle  looks 
robust.  For  the  six  months  ended  fan. 
31,  sales  were  $50  million  and  earn- 
ings after  the  tax-loss  carryforward 
benefit  were  $3  million,  or  60  cents  a 
share.  At  this  rate,  Eagle  might  earn 


$1  a  share  by  the  end  of  its  fiscal  year 
on  July  3 1 .  Blumenfeld  says  that  April 
Marcus  clients  maintain  a  gross  mar- 
gin of  45%  to  50%  on  their  sales  after 
markdowns,  much  higher  than  most 
retailers.  He  estimates  that  the  com- 
pany's clients  could  open  more  than 
100  stores  to  meet  strong  demand  for 
off-price  goods  across  the  country. 

Blumenfeld  estimates  that  Eagle 
board  members  and  their  relatives 
have  equity  interests  in  40%  of  the 
200  stores  under  contract  to  April 
Marcus.  Is  this  a  conflict  of  interest? 
"We  consider  this  a  strength,"  he 
says.  Under  a  resolution  by  the  Eagle 
board,  those  stores  will  not  expand 
into  new  markets  but  can  grow  where 
they  now  are.  And  most  are  on  ten- 
year  contracts  entered  into  before 
April  Marcus  went  public. 

No  question  about  it:  This  was  a 
fascinating,  intricate  financial  oper- 
ation. But  that  is  scant  argument  for 
buying  the  shares  when  they  are  offered 
to  the  public  at  rather  high  price-to- 
earnings  (exclusive  of  extraordinary 
items]  and  price-to-book  value  ratios. 

April  Marcus  has  salvaged  the  in- 
vestment of  Eagle's  distressed  public 
shareholders  and  done  handsomely 
for  April  Marcus'  owners.  But  now  the 
public  will  be  offered  new  shares  at  a 
much  higher  price,  and  that  means  a 
higher  risk.  ■ 
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Now  a  lockbox  that  unlocks 
your  cash  hours  sooner. 


Our  new  image-based  system 
uses  proven  space-age  technology 
to  increase  speed  and  accuracy. 

By  incorporating  image- 
jased  check  processing  into  our 
ilready  highly  successful  lockbox 
system,  The  Northern  Trust 
low  can  provide  you  with  even 
aster  funds  availability  and 
nore  accurate,  timely  infor- 
mation reporting. 

Here's  how  the  process 
vorks:  As  each  check  enters  the 
system,  its  image  is  recorded 
ly  a  camera  and  stored  in  the 
system's  computer.  For  all 
subsequent  processing  steps— 
jven  preparing  the  reports  you 
specify— we  use  only  the  image 


of  the  check  projected  on  a 
video  terminal. 

Because  we  can  process 
checks  more  quickly,  more  funds 
are  available  to  you  sooner;  and 
you  also  realize  an  impressive 
improvement  in  the  quality, 
accuracy  and  timeliness  of  the 
reports  you  receive.  For  example, 
you  get  crisp,  clear,  laser-printed 
copies  of  your  checks  rather 
than  photostats.  This  improved 
quality  also  can  reduce  the  hidden 
costs  you  incur  in  working  with 
your  bank  to  resolve  inquiries. 

Significantly,  The  Northern 
Trust's  image-based  processing 
system  is  up  and  running  now. 
And,  since  all  of  our  present 
accounts  have  been  transferred 
to  the  new  system,  you  won't 
have  to  wait  to  take  advantage 
of  its  speed  and  efficiency. 


For  more  information, 
contact  Maureen  Keane,  Second 
Vice  President,  The  Northern 
Trust,  50  South  La  Salle  Street, 
Chicago,  Illinois  60675.  Phone 
(312)630-6000. 

The  more  you  want 
your  bank  to  do, 
the  more  you  need 
The  Northern. 

Northern 
Thist 
Bank 

Member  F.D.I. C. 


1,850,000  Shares 


TR4K*vaUTO 


Common  Stock 


Price  $22  Per  Share 


Copies  of  the  Prospectus  describing  these  securities  and  the  business  ot  the  Company 
may  be  obtained  from  any  of  the  undersigned  in  States  in  which  such  underwriters  may 
legally  offer  these  securities  This  announcement  is  neither  an  offer  to  sell  nor  a  solici- 
tation of  an  offer  to  buy  these  securities  The  offer  is  made  only  by  the  Prospectus 


Prudential-Bache 

Securities 


Bear,  Stearns  &  Co. 
Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hambrecht  &  Quist 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


The  First  Boston  Corporation 
Alex.  Brown  &  Sons 
Drexel  Burnham  Lambert 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


A.  G.  Becker  Paribas 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


Kidder,  Pea  body  &  Co. 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch.  Pierce,  Fenner  &  Smith  Incorporated 


Salomon  Brothers  Inc 
Wertheim  &  Co.,  Inc 
A.  G.  Edwards  &  Sons,  Inc. 
Oppenheimer  &  Co.,  Inc.  Robertson,  Col  man  &  Stephens 

ABD  Securities  Corporation  Advest,  Inc. 

Banque  Nationale  de  Paris      Basle  Securities  Corporation 
EuroPartners  Securities  Corporation  Grieveson,  Grant  &  Co. 

Ladenburg,  Thalmann  &  Co.  Inc.  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc 

Peterbroeck,  Van  Campenhout  &  Cie.  S.C.S.  Pictet  International  Ltd 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Allen  &  Company 

Incorporated 


Atlantic  Capital 

Corporation 


Shearson/ American  Express  Inc. 
Dean  Witter  Reynolds  Inc. 
Montgomery  Securities 
Thomson  McKinnon  Securities  Inc. 
Amhold  and  S.  Bleichroeder,  Inc. 


J.  C.  Bradford  &  Co. 

Incorporated 

Hambros  Bank 

Limited 


For  two  decades  Deluxe  Check  Printers  has 
been  laughing  about  the  so-called  check- 
less  society — all  the  way  to  the  bank.  Now 
things  may  not  be  so  funny. 


Cancel  that 
complacency 


ATMs  and  debit  cards,"  says  Paul 
Metzker,  an  economist  at  the  Federal 
Reserve  Bank  of  Atlanta.  These  pay- 
ment systems  will  soon  start  eating 
into  the  32%  of  personal  checks  writ- 
ten directly  to  merchants.  Banking  by 
home  computer  should  also  eliminate 
many  checks  used  to  pay  household 
bills,  roughly  half  the  total. 

A  more  immediate  threat  to  growth 
in  check  demand  may  come  from 
bank  deregulation.  While  the  $4  to 
$1 1  it  costs  for  an  order  of  200  checks 


By  Jeff  Blyskal 


Eugene  Olson,  chairman  of  De- 
luxe Check  Printers,  must  be 
sick  of  this  old  story:  With 
more  people  using  automated  teller 
machines,  fewer  checks  will  be  writ- 
ten. And  that  means  less  business  for 
Deluxe,  which  gets  up  to  95%  of  its 
sales  from  printing  billions  of  checks 
each  year. 

"Folks  have  been  saying  that  since 
1963,"  says  Olson.  Meanwhile,  rev- 
enues at  Deluxe,  the  nation's  largest 
check  printer,  have  grown  fif- 
teenfold,  to  $550  million  last 
year.  Return  on  equity,  which 
hasn't  fallen  below  20%  in  a  de- 
cade, topped  26%  in  1982.  And 
despite  the  doomsaying,  more 
checks  than  ever  are  being  writ- 
ten. No  wonder  Deluxe  stock 
sells  at  an  earnings  multiple  of 
15,  an  eight-year  high. 

There  are,  however,  clear  signs 
that  something  is  nibbling  at  Ol- 
son's major  market.  Since  1977 
the  annual  growth  rate  of  orders  at 
Deluxe  has  declined  from  near  9%  to 
almost  zero.  At  the  same  time,  check 
usage  nationally  has  maintained  a 
steady  5%  to  6%  annual  growth  rate. 

What's  happening?  For  one  thing, 
Deluxe  is  probably  losing  market 
share  to  more  aggressive  competi- 
tors— perhaps  as  much  as  seven  per- 
centage points  since  1979.  In  addi- 
tion, those  who  saw  the  danger  of 
electronic  competition  were  right, 
but  so  far  the  effect  is  less  significant 
than  they  predicted.  The  nation's 
32,000  automated  teller  machines, 
mostly  located  inside  banks,  only  re- 
duce the  number  of  checks  written  for 
cash,  about  4%  of  all  transactions. 

The  worst,  however,  is  yet  to  come. 
"The  real  impact  of  electronic  funds 
transfers  will  be  from  point-of-sale 


plants  in  33  states.  Firm  numbers  on 
the  industry  are  hard  to  come  by,  but 
in  a  1972  prospectus  Deluxe  said  it 
had  approximately  50  competitors.  By 
1982  Deluxe's  10K  cited  just  35.  "The 
popular  wisdom  among  check  buy- 
ers," explains  Dan  Walden,  an  assis- 
tant vice  president  at  Bank  of  Amer- 
ica, "is  that  today  there  are  about  18 
to  20  major  suppliers;  in  five  years 
there  will  be  only  5." 

That  means  stiffer  competition, 
and  right  now  Deluxe  is  hardly  hold- 
ing its  own.  Atlanta-based  John  H. 
Harland  Co.  has  maintained  a  12% 
annual  unit  growth  rate  for  the  past 
five  years.  Privately  held  Rudco  as 
well  as  Harland  recently  moved  into 
the  California  market,  where  Deluxe 
and  American  Standard's  American 
Bank  Stationery  are  dominant.  Mean- 
while, Rocky  Mountain  Bank  Note, 
another  private  company,  is  also  in- 
creasingly aggressive. 

None  of  this  seems  to  ruffle  Olson. 
He  denies  his  unit  market  share  is 
falling— from  61%  in  1979  to  54%  in 
1982,  by  Forbes'  estimates.*  Instead, 
he  says  the  figure  rose  slightly  last 
year.  Olson  admits,  however,  "We 
really  don't  have  a  good  number  to 
deal  with." 

The  U.S.,  of  course,  will  not  be- 
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Check-uriting  on  the  wall 

Today's  secure  niche,  tomorrow's 

last-minute  acquisition? 

is  not  expensive,  the  50  cents  to  $1  it 
takes  to  process  each  check  complete- 
ly is.  As  banks  become  more  competi- 
tive, more  of  these  costs  are  being 
passed  to  consumers. 

All  this  explains  why  Metzker 
thinks  check-writing  growth  will 
gradually  decline  to  zero  by  1990. 
That  is  good  cause  for  alarm  at  De- 
luxe. But  what  about  the  company's 
current  order  growth,  which  has  skid- 
ded to  near  zero? 

A  good  part  of  Deluxe's  expansion 
in  the  Seventies  came  by  taking  busi- 
ness away  from  smaller  competitors, 
as  it  covered  the  map  with  some  60 


come  a  checkless  society  soon,  but 
there  are  fewer  checks  in  the  future. 
Olson  knows  this.  So  why  doesn't  he 
do  something?  "We  think  electronic 
funds  transfers  will  be  evolutionary 
and  slow  to  develop.  The  biggest  im- 
pact will  come  in  the  1990s,"  he  ex- 
plains. The  folks  who  made  buggy 
whips  probably  said  the  same  about 
automobiles  in  1918. 

Deluxe,  meanwhile,  certainly 
doesn't  lack  for  resources  to  diversify. 
The  company  has  nearly  $80  million 
in  cash  and  marketable  securities. 
With  debt  a  mere  4%  of  capital,  per- 
haps Olson  should  reach  for  his  own 
checkbook.  ■ 

'Calculated  by  dividing  the  estimated  number  of 
Deluxe  checks  by  total  checks  written  annually, 
as  reported  by  the  Federal  Reserve  and  American 
Bankers  Association. 


FORBES,  MAY  23,  1983 


139 


A  small  Danish  company's  challenge  and 
Eli  Lilly's  response  have  made  the  insulin 
market  a  fight  worth  watching. 


Healthy 
competition 


By  Rosemary  Brady 


It  may  lack  the  high  importance 
of  international  competition  in 
computers  or  autos,  but  there  is 
drama  enough  in  the  challenge  that  a 
small,  $324  million  (sales)  Danish 
company  named  Novo  Industri  is  of- 
fering to  $2.9  billion  (sales)  Eli  Lilly  & 
Co.  for  leadersnip  of  the  $400  million 
(sales)  world  insulin  market. 

Last  year  the  Danes,  who  sell  insu- 
lin in  the  U.S.  via  E.  R.  Squibb,  "whit- 
tled 4%  to  5%  from  Lilly's  market 
share,"  says  Paine  Webber  biotech- 
nology analyst  Nina  Siegler.  London 
brokerage  analyst  Christopher  Mar- 
say  of  Grieveson  Grant  &  Co.  foresees 


Novo  with  a  35%  share  of  the  growing 
world  market  by  1985 — up  3%  from 
today — while  Lilly  will  hold  40%  of 
the  market,  up  only  1  % . 

But  forecasts  may  have  to  be  altered 
because  Lilly  is  fighting  back,  both  in 
Novo's  European  home  market  and  in 
the  U.S.  The  specter  of  an  insulin 
price  war  worries  Novo  President 
Mads  Ovlisen.  "Our  research  is  aw- 
fully costly,"  says  Ovlisen,  at  his 
headquarters  outside  Copenhagen. 
"We  cannot  afford  to  compete  on 
price  alone  to  supply  a  low-priced  U.S. 
insulin  market." 

But  if  he  can't  stand  the  heat,  why 
did  Ovlisen — an  attorney  with  an 
M.B.A.  from  Stanford  University — 


put  Novo  into  the  kitchen?  Partly  be- 
cause he  may  have  thought  Lilly  was 
a  complacent  pigeon,  and  partly  be- 
cause his  heads-up  drug  and  specialty 
chemical  company  needs  the  U.S. 
market  to  continue  its  rapid  growth. 

Insulin,  used  to  control  diabetes,  is 
the  pancreatic  hormone  essential  for 
the  metabolism  of  carbohydrates.  It 
was  not,  until  recently,  a  hotly  com- 
petitive business.  Until  1980  Lilly 
had  some  90%  of  the  $180  million 
U.S.  insulin  market.  Novo,  another 
Danish  company,  Nordisk,  and  West 
Germany's  Hoechst  were  the  leaders 
in  the  European  markets  ($130  mil- 
lion sales),  where  drug  prices  are  fre- 
quently regulated  or  subsidized  by 
government  via  national  health  insur- 
ance schemes.  Regulation  didn't 
make  drugs  cheaper  in  Europe.  On  the 
contrary,  insulin  prices  were  lower  in 
the  free-market  U.S.  But  Lilly  effi- 
ciently managed  about  a  15%  margin 
on  the  product. 

Novo,  meanwhile,  prospered  on  the 
18%  to  20%  margins  available  in  Eu- 
rope, where  the  competitive  edge 
could  only  be  achieved  by  product 
differentiation.  This  led  the  Europe- 
ans to  develop  new  strains  of  insu- 
lin— slow-acting  (reducing  frequency 
of  injections)  and  purified  insulin. 
These  insulins  were  an  improvement 
on  traditional  products — developed 
from  the  pancreases  of  pigs  or  cattle — 
and  fetched  a  higher  price.  But  Lilly 
initially  lagged  in  new  insulin  tech- 
nology. It  made  slow-acting  insulin 


President  Mads  Ovlisen  and  Chief  Financial  Officer  Kaare  Dullum  of  Denmark's  Novo  Industri 
hilly  slept  while  they  developed  new  insulins,  awoke  only  when  they  moved  into  the  U.S. 
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under  license  from  Nordisk  and  Novo 
and  did  not  introduce  purified  insulin 
until  1980,  just  before  Novo  began  to 
sell  the  purified  brand  independently 
in  the  U.S. 

An  aroused  Lilly  then  tried  to  break 
ahead  in  the  technical  competition, 
announcing  plans  to  market  a  geneti- 
cally engineered  human  insulin — 
identical  in  molecular  structure  to 
the  insulin  produced  in  the  human 
pancreas.  Novo  responded  by  rushing 
its  biochemically  produced  human  in- 
sulin into  European  markets  last  year, 
while  Lilly  went  into  Britain,  Holland 
and  Germany.  It  now  claims  a  15%  to 
20%  price  edge  over  Novo  in  those 
markets.  In  the  U.S.,  Lilly  plans  to 
launch  its  Humulin  in  July  at  $10.35 
per  vial,  the  same  price  as  its  purified 
insulin.  Novo  is  still  awaiting  FDA 
approval  for  its  human  insulin. 

Both  Lilly — spending  $70  million 
on  fermentation  plants  for  human  in- 
sulin in  Indianapolis  and  Liverpool, 
England— and  Novo  are  expanding 
capacity.  They  believe  the  new  prod- 
uct will  bring  a  major  improvement 
to  the  diabetic's  life,  though  as  yet 
there  are  no  clinical  results  to  con- 
firm this.  Both  companies  also  see  a 
growth  market,  as  health  standards 
improve  in  the  rest  of  the  world, 
where  insulin  sales  today  total  only 
about  $90  million. 


Meanwhile,  Novo  has  geared  for 
battle  by  raising  $200  million  in  inter- 
national capital  markets,  including 
$100  million  last  month  in  a  stock 
issue  on  the  New  York  Stock  Ex- 
change, where  its  ADRs  are  traded. 
Currently,  Novo  sells  at  a  high  24 
times  earnings,  with  investors  either 
favoring  its  chances  in  insulin  or 
looking  for  a  continuation  of  the 
growth  that  has  seen  its  earnings 
more  than  quadruple  since  1977,  to 
$57.2  million,  on  a  200%  rise  in  sales. 

They  may  be  disappointed.  Novo,  a 
tightly  managed,  research-oriented 
company,  gets  half  of  its  sales  volume 
from  industrial  enzymes,  which  it 
sells  to  detergent  makers  as  well  as 
the  dairy,  juice  and  alcoholic  beverage 
industries.  But  its  enzyme  sales  have 
flattened  out  in  the  last  year,  growing 
only  9%,  compared  with  35%  sales 
growth  in  pharmaceuticals.  Ovlisen 
says  the  enzyme  business  has  growth 
potential  worldwide,  but  clearly  is 
banking  on  the  U.S.  insulin  drive. 
"Success  in  the  U.S.  isn't  crucial,"  he 
says,  "but  it's  important  to  our 
growth  and  profitability." 

Squibb  sets  prices  under  the  mar- 
keting agreement,  with  Novo  getting 
a  percentage  of  list  (insulin  now  costs 
between  $7  and  $11  per  1,000-unit 
vial,  about  a  25-day  supply).  That  is 
why  Ovlisen  worries  about  the  possi- 


bility of  a  U.S. -style  price  war.  He 
would  prefer  to  compete,  as  in  Europe, 
on  the  basis  of  new  products  from  the 
laboratory. 

Novo  spends  10%  of  sales  on  re- 
search and  development,  while  Lilly 
spends  9%  of  its  much  larger  total 
sales.  But  this  is  no  David  and  Goliath 
contest.  The  two  companies  are  about 
evenly  matched  in  insulin,  despite 
their  overall  size  disparity. 

Novo,  which  does  98%  of  its  busi- 
ness outside  Denmark,  is  a  formida- 
ble competitor.  It  has  top  execu- 
tives— such  as  chief  financial  officer 
Kaare  Dullum,  a  University  of  Cali- 
fornia (Berkeley)  M.B.A. — smart 
enough  to  make  it  the  first  Scandina- 
vian company  to  raise  capital  on  the 
Big  Board.  Ovlisen,  43,  only  the  third 
president  of  58-year-old  Novo,  handi- 
caps the  race  this  way:  "I  don't  think 
Squibb/Novo  will  be  the  dominant 
insulin-supplier  in  the  U.S.,"  he  says, 
"but  Lilly  is  trying  to  accomplish  a 
difficult  task  by  breaking  into  Europe. 
It  will  be  an  uphill  battle  for  them." 

The  lesson:  Competition  brings  im- 
provement. Lilly  has  learned,  and  all 
U.S.  business  should  take  heed,  that 
there  are  no  comfortable  markets  in 
today's  shrinking  world.  And,  in  qual- 
ity and  price  of  their  essential  medi- 
cine, the  real  winners  are  the  world's 
diabetics.  ■ 


This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE  April  26,  1983 

$75,000,000 

The  General  Tire  &  Rubber  Company 

12%%  Subordinated  Debentures  due  May  1,  2003 

Price  99.50% 

(Plus  accrued  interest  from  May  1,  198.5) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circu- 
laled  only  from  such  of  the  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co.         Salomon  Brothers  Inc 

Incorporated 


Despite  a  kiss-and-make-up  first  quarter, 
the  outlook  is  far  from  rosy  for  the  long- 
time arrangement  between  Saudi  Arabia 
and  Aramco's  U.S.  partners. 

Can  this 
marriage  last? 


By  Carol  E.  Curtis 

At  first  blush,  the  four  giant 
companies  that  produce  Saudi 
i  Arabia's  oil  would  seem  to 
have  proved  that  it  pays  to  have  the 
right  connection  in  the  Middle  East. 
While  the  rest  of  the  U.S.  oil  industry 
saw  net  income  fall  an  average  of  26% 
in  the  first  quarter,  Arabian  American 
Oil  Co.  (Aramco)  partners  Exxon, 
Texaco,  Mobil  and  Socal  announced 
an  average  profit  jump  of  12%.  Only 
Texaco  showed  a  drop. 

The  gain  was  from  Saudi  Arabia's 
retroactive  decision  in  March  to  low- 
er its  crude  oil  price,  from  $34  to  $29  a 
barrel.  The  $5-per-barrel  premium  the 
companies  had  been  paying  over  mar- 
ket price — and  losing  hundreds  of 
millions  on — therefore  disappeared 
virtually  overnight. 

But  huge  as  the  benefit  was,  it  may 
be  small  comfort  to  the  companies. 
For  in  last  year's  first  quarter,  when 
the  Saudis  stubbornly  held  the  price 
at  $34  despite  a  weak  market,  they 
sustained  losses  of  up  to  $1.75  per 
share  on  Saudi  oil.  The  loss  in  the 
1982  first  quarter  was  nearly  twice 
what  the  companies  have  gained  back 
so  far  this  year.  So  the  Aramco  compa- 
nies are  still  behind,  despite  their  ap- 
parent gain.  What's  more,  if  Saudi  oil 
gets  overpriced  again,  the  penalty  will 
quickly  reappear,  to  the  tune  of  up  to 
$1.70  per  share  for  each  $1  per  barrel 
that  the  Saudis  price  their  petroleum 
above  spot  market  prices  (see  table). 

If  demand  for  oil  does  not  stage  a 
dramatic  comeback,  the  Saudis  and 
Aramco  could  soon  reach  a  crisis  in 
their  decades-old  relationship.  The 
price  for  lifting  Saudi  oil  may  simply 
become  too  high.  "In  an  era  where 
there  is  lots  of  crude,"  asks  Oppenhei- 
mer  oil  analyst  Art  Smith,  "what  is 
the  advantage  of  a  long-term  contrac- 


tual commitment?" 

When  the  Saudis  dropped  the  price 
to  $29  a  barrel  they  also  ended  the 
requirement  that  the  Aramco  compa- 
nies lift  a  minimum  amount  of  oil. 
That  was  because  the  Saudis  agreed  to 
become  OPEC's  "swing  producer" 
and  lower  their  output  drastically  to 
maintain  the  $29  price.  Saudi  oil  pro- 
duction is  an  estimated  3.7  million 
barrels  a  day,  about  a  third  of  capacity. 

That's  all  right  with  the  companies. 
In  fact,  it's  arguably  what's  holding 
this  marriage  together.  The  compa- 
nies easily  cut  their  Saudi  production 
in  half,  from  an  average  of  about  5.6 
million  barrels  a  day  last  year.  They 
don't  have  to  make  up  most  of  that  oil 
because  they  just  don't  need  it. 

What  they  do  need,  they  can  buy 
elsewhere  for  less.  The  spot  market 
has  been  awash  with  cheaper  oil. 

But  comfortable  as  the  companies 
may  be  with  the  new  arrangement,  it 
causes  problems  for  Saudi  Arabia.  Oil 
experts  estimate  that  the  Saudis  re- 
quire a  minimum  of  6  million  barrels 
per  day  of  production  to  support  their 


ambitious  budget  and  industrial  infra- 
structure without  deficit  financing. 
For  most  countries,  deficits  are  a  way 
of  life,  but  the  Saudis  are  accustomed 
to  running  a  surplus.  They  can  live 
with  a  deficit  but  they  don't  feel  com- 
fortable that  way. 

Saudi  Oil  Minister  Ahmad  Zaki  Ya- 
mani  has  issued  a  quiet  ultimatum  to 
Aramco:  Raise  Saudi  production  to 
the  5-million-barrel  level  by  the  end 
of  next  year's  first  quarter.  The  possi- 
ble alternative?  Don't  count  on  com- 
ing back  for  the  oil  when  you  need  it. 

However,  Free  World  oil  demand 
now  stands  at  less  than  37  million 
barrels  a  day,  down  from  over  46  mil- 
lion five  years  ago.  OPEC  production 
is  about  14.5  million  barrels  a  day, 
well  below  its  self-imposed  ceiling  of 
17.5  million.  Unless  demand  rises 
sharply  the  companies  may  not  be 
able  to  oblige. 

The  Aramco  companies  do  not  ex- 
pect that  to  happen.  They  argue  that 
people  will  not  go  back  to  their  old, 
pre-oil-shock  habits  that  wasted  fuel, 
nor  will  they  tear  the  insulation  out  of 
their  attics  just  because  oil  falls  from 
$34  to  $29  a  barrel— or  $20.  In  a  recent 
long-term  forecast,  Socal  projects  that 
world  demand  for  oil  will  grow  only 
1%  per  year  through  the  1990s.  So 
why  don't  the  oil  companies  just  walk 
away  from  Aramco?  First  Boston  oil 
analyst  William  Randol  says:  "If  they 
believed  their  own  forecast,  they 
would  walk  away  from  Saudi  Arabia." 
Randol  and  others  like  him  argue  that 
with  at  least  165  billion  barrels  of 
oil — about  a  quarter  of  the  world's 
total — Saudi  Arabia  remains  by  far 
the  biggest  source  of  petroleum.  Long- 
term  access  to  that  giant  reserve  may 
well  be  indispensable.  So  there  is  a 
conflict  here  between  the  companies' 
long-term  interests  and  short-term 
needs.  The  decisions  to  be  made  are 
not  simple  ones.  ■ 


Stormy  relationship 

.A 

Last  year  costly  Saudi  oil  penalized  the  first-quarter  earnings  of 
Aramco  partners  by  as  much  as  $1.75  per  share,  according  to  First 
Boston's  William  Randol.  This  year  cheaper  Saudi  oil  produced 
huge  first-quarter  gains.  But  what  will  happen  if  Saudi  oil  is  priced 
over  the  market  again?  Even  assuming  1982  liftings,  as  we  do  here, 
estimated  losses  would  be  enormous. 

Company 

Estimated  per-share  loss      Estimated  per-share  gain 
on  $34/bbl  Saudi  oil,          on  $29/bbl  Saudi  oil, 
1st  quarter '82                   1st  quarter '83 

Estimated  per-share  annual 
penalty  for  each  $l/bbl 
premium  over  market 
on  Saudi  oil 

Exxon 
Mobil 
Socal 
Texaco 

$0.60  $0.35 
0.60  0.35 
1.50  0.85 
1.75  1.15 

$0.52 
0.60 
1.30 
1.70 

Source  William  Randol,  First  Boston 
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Indianapolis! 


Indianapolis  is  waiting  for  the  dome  on  the  Hoosier  Dome.  Slated  for  mid-1904  opening — ahead  of  schedule — this  63.000-seat  stadium  is 
Indianapolis  prime  bait  for  an  NFL  expansion  franchise.  It  is  also  an  on-grade  addition  to  the  adjoining  Indiana  Convention-Exposition 
Center.  The  new  AClL  Building  is  at  left 


Indianapolis  has  guts! 
A  rather  brash  statement  for  a 
conservative  sprawling  metropolis 
in  the  verdant  heartland  of  the 
Midwest"2  You  bet! 

But  the  plain  fact  is,  how  else 
could  you  describe  a  city  which  is 
building  the  seventh  domed  football 
stadium  in  the  country,  yet  doesn't 
have  an  NFL  franchise?  This  appar- 
ent bravado  has  a  logical  explanation, 
however,  but  the  magnitude  of  the 
undertaking  is  symptomatic  of 
a  city  once  considered — let's 
face  it — blah. 

As  a  near-great  city,  Indianapolis 
has  come  on  rather  late,  which  has 
not  hurt  one  whit:  other  places  may 
have  surged  prematurely.  Indian- 
apolis is  striving  to  be  the  state  of 
the  art.  Civic  leaders  may  differ  on 
what  really  pulled  the  trigger  on 
Indianapolis.  Some  cite  the  36-story 
Indiana  National  Bank,  built  in  1970 
and  honored  as  the  first  new  major 
downtown  office  building  in  25  years. 
Otners  credit  the  Indiana  Convention 
Center.  At  the  moment  of  its  dedica- 
tion in  1972,  it  was  the  sixth  largest 
facility  of  its  ilk  in  the  nation. 

But  by  the  '80s.  it  had  fallen  to  41st 
in  size  as  other  cities  built  ever 
grander  colossuses  to  attract  lucra- 


tive trade  shows  and  conventions. 

So  now  comes  the  "guts"  part, 
tempered  with  a  bit  of  Hoosier 
ingenuity.  More  about  that  word 
"Hoosier"'  later  on.  It  was  decided,  in 
a  burst  of  "have  your  cake  and  eat  it" 
mentality,  to  enlarge  the  convention 
center  by  adding  an  $80-million. 
63.000-seat  ostensibly  sports  sta- 
dium. Plus  a  few  extra  acres  of 
offices,  rooms  and  exhibit  space, 
all  on  grade.  Clever. 

The  next  question  was.  How  do  we 
pay  for  it?  It  was  easy.  Lilly  Endow- 
ment, which  has  channeled  Lilly 
pharmaceutical  dollars  to  help  spon- 
sor much  of  the  city's  civic  and 
cultural  progress,  came  forward  with 
a  gift  of  $25  million,  provided  that 
the  expanded  facility  would  commit 
to  the  growth  of  amateur  athletics. 
No  problem — great  idea.  Indian- 
apolis-based Krannert  Foundation 
(Inland  Container  Corporation)  came 
forward  with  $5  million.  The  remain- 
ing construction  money  was  raised 
in  one  day  through  the  sale  of  reve- 
nue bonds.  Debt  service  was  assured 
by  a  one-percent  tax  on  restaurant 
sales.  It  sounds  effortless:  it  was  not. 
Guiding  various  aspects  through  the 
State  Legislature,  the  City  Council 
and  myriad  pressure  groups  took 


cool  leadership.  The  Hoosier  Dome 
became  a  reality. 

Hizzoners 

Even  the  most  grudging  Demo- 
crats would  likely  admit  that  the  city's 
ascendancy  has  been  keyed  by  two 
remarkable  Republican  mayors. 

The  first,  beginning  in  1968.  was 
Richard  G.  Lugar,  now  the  senior 
senator  from  Indiana.  An  Indian- 
apolis-born Rhodes  scholar,  the 
brilliant,  articulate  and  tireless 
Lugar's  forte  was  leadership  and  or- 
ganization. His  chief  contribution  was 
Gnigov,  a  consolidated  government 
program  to  bring  suburbia  and  the 
central  city  together  to  eliminate 
many  duplications  of  costs  and 
services. 

It  is  not  fair  to  compare  Dick  Lugar 
and  the  current  mayor.  William  H. 
Hudnut  III.  They  both  have  style. 
Physically  they  are  completely  dis- 
similar. Bill  Hudnut  attracted  a  great 
deal  of  attention  in  1982  when  he 
was  president  of  the  National  League 
of  Cities.  But  at  six  feet  five.  Hudnut 
naturally  attracts  attention.  He  is  a  Phi 
Beta  Kappa  from  Princeton  and  a 
former  Presbyterian  minister.  For- 
tunately, he  served  the  right  church. 


FINALLY,  A  PORTABLE  VCR 
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Take  a  moment  to  study  the  photograph  above.  What  it  reveals  is 
an  unparalleled  achievement  in  video  cassette  recorder  engineering. 
The  RCA  900  Convertible. 

On  the  one  hand,  and  one  hand  is  all  that's 
required,  it's  the  first  instantly  portable  VCR.  The  first 
VCR  without  cables  joining  the  recording  deck  to  the 
tuner-timer.  One  need  only  push  to  connect,  pull  to 
disconnect.  There's  no  fuss,  no  muss,  no  bother. 
It  immediately  converts  to  a  lightweight,  compact,  complete  movie  outfit 
with  the  addition  of  a  camera  (like  RCA's  astonishingly  versatile  CC015).  And  it  operates 
more  than  60  minutes  on  a  single  charge  of  its  nickel-cadmium  battery  (not  included). 

On  the  other  hand,  it's  the  first  table  model  (or  portable,  for  • — — 
that  matter)  to  offer  a  recording/playback  system  with  five  heads  instead  of  four. 
And  you  get  amazingly  clear,  jitter-free  special  effects  at  two  speeds 
(SP  &  SLP)  instead  01  one. 

It  takes  two  sharp  eyes  to  discover  where  the  recording  deck 
leaves  off  and  the  tuner-timer  begins.  Without  making  a  feature-by-feature 
comparison,,  about  the  only  way  to  distinguish  the  900  from  any  other  top-of- 
the-line  table  model  is  its  name:  The  Convertible. 

There's  more,  of  course.  More  than  a  dozen  other  outstanding  features 
Up  to  21-day  electronic  programming,  eight-event/eight-hour 
recording  capability,  sound-on-sound  and  stereo  playback,  audio  and  video  dubbing, 
133-channel  capability  (63  cable,  where  available),  even— incredibly —frequency- 
synthesized  tuning  that  locates  and  locks  incoming  signals  precisely  on  track. 

Not  to  mention  a  full-function,  infrared  remote  unit  to  control  the  900 
from  the  cushion  of  a  comfortable  chair. 

All  of  which  can  only  lead  to  one  conclusion: 

THE  RGA  900  CONVERTIBLE.  THERE  IS  NO  EQUAL. 

One  federal  court  has  ruled  that  in-home  recording  ol  copyrighted  television  programs  is  copyright  infringement  Such  recordings  should  not  be  made 

For  the  complete  line  ot  SelectaVision  VCR  models  and  color  video  cameras,  write  to  RCA  Consumer  Electronics.  Department  32-312K,  600  North  Sherman  Drive,  Indianapolis,  IN  4620! 


"When  you  consider 
Indianapolis  in  your  business9 
future,  we  have  something 
you  need  to  know  about 
its  financial  strengths!' 


"American  Fletcher  Corpora- 
tion has  a  unique  vision  of  Indi- 
anapolis' future.  A  vision  that 
rises  out  of  our  position  of  leader- 
ship as  an  Indianapolis-based 
$3  billion  corporation  engaged  in 
commercial  banking,  leasing, 
mortgage  banking  and  related 
financial  services. 

"Being  the  parent  company 
to  the  state's  largest  bank,  Ameri- 
can Fletcher  National  Bank,  and 
holding  a  presence  in  35  Indiana 
communities  as  American 
Fletcher  Financial  Services,  we 
also  enjoy  an  intimate  knowledge 
of  Indiana.  With  a  perspective 
only  an  organization  such  as  ours 
could  have,  our  insight  can  help 
you  acquire  a  more  complete  pic- 
ture of  Indianapolis  and  the  entire 
state  of  Indiana." 


Frank  E.  Mc Kinney,  Jr.,  Chair 
American  Fletcher  Corporatio 
and  American  Fletcher  National  Bank 


For  a  further  discussion  of  this 
special  business  point  of  view, 
we'll  send  you  our  brief  cassette 
titled,  "Indiana.  A  Banker's 
Perspective, 
compliments 
of  American 
Fletcher.  To 
receive 
your  copy 
write  on 
your  corporate 
letterhead  to: 
Indiana.  A  Banker's  Perspective, 
American  Fletcher  National  Bank, 
101  Monument  Circle, 
Indianapolis,  IN  46277. 

AMERICAN  FLETCHER 
NATIONAL  BANK 

AFNB 

INDIANAPOLIS 
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Second  Presbyterian,  whose  congre- 
gation includes  many  of  the  city's 
business  elite.  From  there,  he  went 
into  politics  and  even  unseated,  for 
one  term,  the  now  ninth-term  incum- 
bent congressman,  prickly  but  fair 
Andy  Jacobs. 

Hudnut  loves  being  mayor  (he 
took  office  in  1976).  He  loves  people. 
He  exudes  enthusiasm  and  con- 
fidence. He  listens.  He  also  talks  well, 
as  a  minister  should.  He  generates 
force,  but  he  is  not  the  source  of  it. 
His  base  for  moving  the  city  forward 
is  an  effective  and  very  real  blending 
of  the  private  sector  with  the  public 
sector.  It's  a  great  apolitical  partner- 
ship, embracing  all  kinds  of  people. 


Mayor  William  Hudnut  III  is  popular  with 
both  parties  and  loues  to  talk  about  his 
administrations  public  sector-private  sector 
relationship. 


Three  public-private  projects 
helped  earn  Indianapolis  the  title  of 
All-America  City  in  1982  (the  city 
celebrated  with  a  great  party  down- 
town for  everyone).  One  of  these 
projects  was  the  peaceful  desegrega- 
tion of  Indianapolis  public  schools. 
There  was  a  chance  for  mischief 
here,  like  Louisville  or  Boston.  Prob- 
lems did  arise,  but  the  distinction 
was  that  both  blacks  and  whites 
wanted  desegregation  to  work. 

The  second  project  of  note  was 
the  creation  of  the  Regional  Center 
Planning  Committee — 150  volun- 
teers, experts  in  all  areas  of  down- 
town revitalization.  A  City  Center  was 
established  on  Monument  Circle, 
featuring  educational  exhibits  and  a 
giant  scale  model  of  the  blossoming 
:  Regional  Center.  All  visitors,  not  just 
:the  original  150  planners,  were  en- 
couraged to  applaud,  criticize  and 
suggest. 


The  third  acclaimed  project  was 
the  Urban  Reinvestment  Task  Force, 
involving  the  city's  banks  and  finan- 
cial institutions.  They  agreed  to 
make  loans  to  rehabilitate  older 
housing,  with  some  added  help  from 
Lilly  Endowment  (again!)  and  federal 
grants.  This  has  not  been  a  roaring 
success,  but  rehabilitation  is  happen- 


ing nonetheless  through  private 
sources. 

Bricks  and  Mortar  

Every  city  yearns  for  a  large  and 
distinctive  skyline.  Indianapolis  finally 
has  one,  even  if  we  do  have  to  pro- 
gram photographers  to  catch  just 
the  right  angles.  Ours  is  not  conven- 
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Boehringer  Mannheim  Corporation,  the  United 
States  subsidiary  of  Boehringer  Mannheim  GmbH. 
West  Germany,  has  been  headquartered  in  Indian- 
apolis since  1975 

Boehringer  Mannheim  Corporation  is  part  of  a 
multi-national  company  that  is  one  of  the  world's 
leading  producers  of  chemicals  and  health  care 
producis  Its  presence  in  the  U  S  health  care  market 
was  established  with  the  acquisition  of  Indianapolis- 
based  Bio-Dynamics,  Inc 

Also  located  in  Indianapolis  are  the  headquarters, 
manufacturing  and  distribution  facilities  of  the 
Boehringer  Mannheim  Diagnostic  Group  and  its 
three  sales  divisions  which  manufacture  and  market 
a  broad  line  of  chemical  and  health  care  products 

■  Boehringer  Mannheim  Diagnostics— large  clinical 
analyzers  and  reagents  for  hospital  and  commercial 
laboratories 

■  Bio-Dynamics — the  most  complete  line  of  diag- 
nostic instruments  and  reagents  for  use  in  physician 
office  laboratories,  the  only  rapid  diagnostic  test  strip 
that  detects  leukocytes  in  urine,  and  the  most  widely 
used  visually-read  test  strip  for  self  blood  glucose 
testing  by  diabetics 

■  Boehringer  Mannheim  Biochemicals — enzymes 
and  fine  chemicals  used  in  many  industrial  and 
pharmaceutical  research  and  production  processes 

Boehringer  Mannheim  employs  over  500  people  in 
the  Indianapolis  area  The  company  is  contributing 
to  the  growth  of  Indianapolis'  economy  not  only 
through  its  payroll  and  taxes,  but  through  its  busi- 
ness relationships  with  many  local  companies  who 
supply  a  wide  range  of  products  and  services 

Indianapolis  provides  a  good  business  climate  for 
us  to  grow  with,  while  providing  the  educational  sys- 
tem, cultural  activities  and  recreational  opportunities 
that  allow  our  employees  to  enjoy  a  pleasing  per- 
sonal and  family  life  We  look  forward  to  a  long  and 
mutually  prosperous  partnership  with  Indianapolis, 
its  people  and  its  businesses 

Boehringer  Mannheim  Diagnostic  Group 

Boehringer  Mannheim  Diagnostics 
Bio- Dynamics 

Boehringer  Mannheim  Biochemicals 
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iently  strung  along  a  natural  lake 
barrier  like  Chicago  or  compressed 
into  a  rocky  finger  of  land  like  Man- 
hattan. But  it's  there,  and  we  smile  as 
we  take  the  10-minute  zip  from  Indi- 
anapolis International  Airport  via 
interstate  to  downtown. 

Although  this  essay  is  more  con- 
cerned with  feel  than  with  fact,  let's 
be  specific  for  a  moment.  The  high- 
way system  through  and  around  the 
city  is  first  rate.  An  inner  loop  serves 
downtown,  and  Interstate  465  com- 
pletely encircles  the  central  city  at  a 
radius  of  8  to  10  miles.  Four  major 
interstates  channel  into  this  neat  ar- 
rangement. Add  to  all  this  the  legend- 
ary Monument  Circle  and  it's  easy 
to  see  how  we  earned  the  truckers 
nickname  "Circle  City." 

Downtown  is  more  than  "alive  and 
well"  in  Indianapolis.  The  Circle  is  the 
focal  point.  It  is  gorgeous,  and  newly 
bricked  for  a  block  in  all  four  direc- 
tions. Much  of  the  paving  was  paid 
for  by  selling  bricks  at  $25  apiece  to 
the  general  public.  Bus  traffic  has 


The  world's  fastest  swimming  pool  is  in  the 
new  I. CI.  Natatorium.  Because  of  its  overall 
seven- foot  depth,  shock  waves  sent  out  by 
swimmers  bounce  back  after  the  thrashing 
bodies  have  passed. 

been  removed.  It  features  renovated 
buildings,  a  sidewalk  cafe,  street 
vendors  and  the  imminent  return 
of  the  Indianapolis  Symphony 
Orchestra  to  the  old  Circle  Theatre, 
another  of  many  historic  preserva- 
tion projects. 


The  Circle  is  a  natural  for  every 
parade,  Christmas  caroling  group, 
street  fair,  visiting  dignitary  and 
would-be  extravaganza  that  comes  to 
the  city.  The  Circle  Monument  is  also 
the  world's  tallest  illuminated  Christ- 
mas tree.  But  the  high  point  of  the 
year  is  strawberry  time  (honestly!) 
when  Christ  Church  makes  home- 
made shortcake  for  just  about  every 
blase  office  worker  in  the  Mile 
Square. 

There  is  already  much  to  admire 
downtown;  for  example — open 
space.  The  wide  streets  in  the  Mile 
Square  were  laid  out  by  Alexander 
Ralston  and  Pierre  L'Enfant,  the  same 
planners  who  did  Washington,  D.C. 
It  wasn't  until  1818  that  settlers  began 
to  move  into  central  Indiana  (the 
Indians  gave  up  Indiana  grudgingly). 
By  then,  narrow  streets  were  out. 

The  broad  avenues  create  smooth 
traffic  flow  to  such  showplaces  as  the 
18,000-seat  Market  Square  Arena, 
which  hosted  the  1981  NCAA  basket- 
ball finals.  The  new  Merchants  Bank 


Left,  Max  S  Danner.  Chairman  of  the  Board 
Right.  Mark  S  Danner,  President 


Since  1910 
Four  Generations  of  Retailing 
Growing  Throughout  Indiana 
and  the  Midwest. 

3D  Discount  Stores  •  Danners  Variety  Stores 
Cambridge  Inn  Cafeterias  •  Danner  Bros.  Restaurant 

© 

Danners,  Inc. 
6060  North  Guion  Road,  P.O.  Box  1146 
Indianapolis,  Indiana  46206 
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In  business,  the  opportuni- 
ties for  growth  are  what 
you  make  of  them.  While 
the  name  Mayflower  has 
always  meant  moving, 
today  it  means  even  more. 

With  more  than  50  years 
of  prominence  in  the 
transportation  business, 
we  are  making  some  highly 
successful  transitions. 

We've  broadened  our  reve- 
nue base  by  forging  into 
new  areas  where  our  past 
expertise  can  effectively  be 
put  to  use.  Including  the 
distribution  of  personal 
computers,  appliances  and 
home  video  games;  the 
shipping  of  high  technol- 
ogy products;  the  trucking 
of  consumer  items  from 
the  manufacturer  to  the 
retail  store;  the  packaging 
of  insurance  programs  for 
Mayflower  customers.  And 
the  purchasing  and  financ- 
ing of  transportation 
equipment. 

Mayflower  Corporation 
is  a  company  with  a  solid 
record  of  growth  and 
expansion.  Mayflower. 
An  appropriate  name  for 
a  company  charting  new 
business  opportunities. 


P.  O.  Boxl07B 
Indianapolis,  IN  46206 
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One 
American 
Square 

The  view  from  the 
American  United  Life 
Tower  is  magnificent  but 
we've  got  a  lot  more  to 
offer  than  scenery.  Full 
service  banking,  on  site 
postal  service,  a  Morrison's 

cafeteria,  the  prestigious 
Skyline  Club,  underground 
parking,  top  security  and  a 
location  that  is  "at  the 
center  of  things"  Join 
the  professionals  at 
One  American  Square 

For  leasing  information: 

EC.  Tucker 
Company 

One  American  Square 
P.O.Box  1105 

Indianapolis,  IN  46206 
(317)  634-6363 
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Plaza,  with  its  soaring  arboreal  atrium 
and  dazzling  Hyatt  hotel,  is  a  scant 
block  from  the  Hoosier  Dome. 

The  latest  jewel  of  downtown's  ma- 
jestic crown  is  the  36-story  American 
41nited  Life  Building,  which  brings 
800  more  workers  to  the  excitement 
surrounding  Monument  Circle.  It  fea- 
tures the  prestigious  Skyline  Club, 
designed  to  be  the  latest  "in"  bistro. 

The  last  word  in  major  office  build- 
ings will  be  the  new  American 
Fletcher  National  Bank,  the  state's 
largest  bank,  which  already  has  a  half 
block  cleared  and  landscaped  be- 
hind its  present  Monument  Circle 
headquarters.  The  AFNB  building 
will  be  in  the  range  of  50  stories 
when  it's  ready  in  the  late  '80s. 

The  biggest  overall  planned  proj- 
ect bears  the  dull  name  "West  Wash- 
ington Street  Revitalization  Project, 
Phase  II."  A  promotion  director's 
dream,  it  encompasses  the  four 
square  blocks,  as  the  crow  flies 
southwest,  from  Monument  Circle  to 
the  Hoosier  Dome.  It's  a  huge  com- 
plex of  retail  stores,  hotels,  office 
buildings  and  recreational  compo- 
nents, much  of  it  already  in  place. 
Phase  11  involves  renovation,  at  least 
$100  million  in  new  construction  and 
a  lot  of  scenic  glass  walkways — all  to 
create  a  massive  covered  mall.  There 
is  no  truth  to  the  rumor  that  it  will  be 
called  "Aboveground  Indy." 


People 


No  surprise:  Indianapolis  has  a 
power  structure.  Surprise:  They're  a 
bunch  of  friendly,  readily  approach- 
able people.  No  single  individual 


dominates;  actually,  the  power  re- 
sides in  a  group  of  groups.  There's 
the  mayor's  office,  and  then  there  are 
the  deputy  mayors,  immediate  past 
and  present,  all  sharp  and  sensible — 
and  specialists. 

Other  human  energy  sources  are 
the  Greater  Indianapolis  Progress 
Committee,  the  Commission  for 
Downtown,  Indianapolis  Chamber  of 
Commerce,  Corporate  Community 
Council,  Indiana  Sports  Corporation 
and  the  omnipresent  Lilly  Endowment 

Individuals?  There  are  some  with- 
out whom  nothing  significant 
happens.  For  instance:  three  bank- 
ers. Frank  E.  McKinney,  Jr.,  chairman 
of  American  Fletcher  National  Bank, 
who  holds  a  handful  of  swimming 
gold  medals  from  the  1960  Olym- 
pics and  looks  as  if  he  could  still  do  a 
mean  flip  turn.  Tom  Miller,  chairman 
of  Indiana  National  Bank,  rotund  and 
jovial,  yet  incisive  and  respected  for 
his  work  with  the  Convention  &  Visi- 
tors Bureau.  Otto  N.  (Nick)  Frenzel 
III,  chairman  of  Merchants  National 
Bank,  from  a  banking  family,  hand- 
some and  personable,  is  a  quiet  and 
strong  influence. 

Two  Toms:  Binford,  former  banker 
current  president  of  the  Indianapolis 
Chamber  of  Commerce  and  chief 
steward  of  the  500  Mile  Race. ..and 
Moses,  former  chamber  president 
and  still  president  of  the  Indianapolis 
Water  Company. 

A  mixed  group:  Richard  D.  Wood, 
chairman  of  the  giant  Eli  Lilly  & 
Company;  John  Burnside  Smith, 
third-generation  chairman  of  the 
growing  Mayflower  Corporation;  Jim 
Morris  and  Tom  Lake  of  Lilly  Endow- 


This  magnificent  and  celebrity-studded  ceremony  opened  the  Mational  Sports  Festival,  held 
at  Market  Square  Arena.  The  Festival  was  the  highlight  of  a  year  in  which  numerous  major 
sports  events  were  held  in  extraordinary  new  facilities  in  Indianapolis. 


We'll  beam  you  aboard 
the  Information  Age. 

The  Information  Age  is  no  longer  in  the  future.  It's 
already  here. 

It's  a  technological  age  that  is  changing  the  way  we 
live.  Work.  Even  the  way  we  relate  to  one  another. 

And  on  the  leading  edge  of  this  changing  technol- 
ogy is  a  changing  Indiana  Bell. 

We've  leaped  into  the  Information  Age,  and  already 
we've  achieved  a  level  of  productive  high-tech  efficiency 
that  continues  to  surpass  the  country's  average  by  a 
wide  margin. 

To  present  and  planned  businesses,  it  means  we're 
able  to  provide  access  to  digital  transmission  facilities. 
The  fast,  reliable  and  virtually  maintenance-free  way  to 
accommodate  voice,  data,  video  and  facsimile. 

It  means  microelectronic  technology  abounds.  The 
way  to  do  much  more,  with  much  less. 

It  means  sophisticated  software  exists  to  offer  cus- 
tomers information  handling  benefits  that  they  previ- 
ously could  not  afford. 

And  Indiana  Bell  is  rapidly  expanding  its  fiber  optic 
cable  installations.  Able  to  transmit  signals  via  light 
beams  over  ultra-thin  fibers  of  glass,  fiber  optics  offers 
tremendous  capacity,  greater  economy  and  almost  un- 
limited choices  in  communications. 

The  Information  Age  is  a  challenging  age.  It's  an  age 
that  will  see  new  technology  go  to  work  to  help 
businesses  prosper  in  new  and  exciting  ways. 
We're  ready  to  beam  you  aboard. 


Indiana  Bell 


.up  to  the  challenge 


II 


.  k  I: 


is! 


ment;  P.  E.  MacAllister,  chairman  of 
the  Capital  Improvement  Board; 
Gene  Pulliam  (Indianapolis  Star- 
Mews);  Mel  Simon  (S  Associates), 
the  city's  representative  on  Forbes 
listing  of  the  400  richest  Americans. 

A  quintet  of  attorneys:  Byron 
Hollett,  Dave  Frick,  Bill  Welch,  Ted 
Boehm  and  Paul  DeVault.  Frick,  once 
a  Hudnut  deputy  mayor,  has  been 
the  quiet  dynamo  behind  the  city's 
impressive  new  amateur  athletic 
facilities. 

There  is  strength  in  the  hinter- 
lands, too:  like  cigar-chomping  Ray 
Kennedy,  who  has  built  a  Las  Hadas- 
type  headquarters  at  Delta  Faucet 
(Masco  Corp.)  and  acquisition- 
minded  Ron  Palamara  of  Anacomp 
who  recently  announced  that  he  will 
build  a  2,000-employee  head- 
quarters near  downtown. 

Industries 

Once  upon  a  time,  Indianapolis 
could  have  been  Detroit.  Something 
like  64  makes  of  automobiles  were 
built  here,  including  such  nostalgic 
names  as  the  Stutz  and  the  Duesen- 
berg.  Many  of  these  old  cars  can  be 
seen  at  the  new  Speedway  Museum 
inside  the  2!/2-mile  oval  track.  This 
automotive  heritage  explains  the 
1911  birth  of  the  500  Mile  Race. 

General  Motors,  Ford  and  Chrysler 
still  have  major  plants  in  the  city. 
Other  noteworthy  companies  are 
BDP  (Carrier) — which  makes  more 
gas  furnaces  than  anyone  in  the 
world— FMC  Corp.,  E-A-R  (Cabot), 
National  Starch,  RCA  and  Reilly  Tar  & 
Chemical.  Ransburg  (with  Cybotech) 
is  prominent  in  industrial  robot 
manufacturing. 

Government  is  a  major  employer. 
Fort  Benjamin  Harrison  (good  duty, 
no  training)  is  the  home  of  the  Army 
Finance  Center,  which  is  paymaster 
for  all  the  Armed  Forces  and  said  to 
be  their  biggest  building  after  the 
Pentagon. 

Another  booming  industry  is  med- 
icine, and  that  doesn't  mean  just  Eli 
Lilly.  The  Indiana  University  School 
of  Medicine  (the  second  largest  in 
North  America)  is  located  in  a  beau- 
tiful campus  complex  on  the  near 
west  side  of  downtown.  The  area  in 
general  comprises  six  teaching  hos- 


pitals, 90  clinics,  10  specialized 
research  centers  (including  the 
Krannert  Institute  of  Cardiology),  the 
I.U.  Dental  School,  ICIPCII  (Indiana 
University-Purdue  University  at  Indi- 
anapolis) and  three  major  sports 
facilities.  It's  a  world  unto  itself — and 
still  growing.  No  wonder  the  city  is 
beginning  to  attract  a  growing  num- 
ber of  technologically  oriented  firms. 

Things  to  Do 

Many  a  resident  of  Indianapolis 
could  have  said — with  pride  and  ach- 
ing muscles — "I'm  glad  1982  is  over." 

It  began  in  January  at  Market 
Square  Arena  with  the  National  Fig- 
ure Skating  Championships.  It  was 
their  first  time  here — and  it  won't  be 
the  last — and  the  event  drew  record 
attendance. 

The  National  Sports  Festival  came 
in  June,  and  the  city  out-volunteered, 
out-excited  and  out-drew  any  previ- 
ous host  of  these  between-Olympics 
affairs.  Actually,  no  National  Sports 
Festival  had  ever  earned  a  profit 
before. 

Plain  fact  is  that  ABC-Television 
carried  more  sports  coverage  in  1982 
from  Indianapolis  than  from  any 
other  city  except  the  Big  Apple. 

Among  the  major  annual  sports 
attractions  in  Indianapolis  are  the 
Mayflower  LPGA  Classic,  the  National 
Clay  Courts,  the  Fox  Stakes  and,  oh 
yes,  that  little  Memorial-Day-weekend 
event  at  the  Indianapolis  Speedway. 
But  it's  not  just  the  events — it's  the 
terrific  new  facilities.  Three  of  these 
are  on  the  campus  of  IUPUI:  the  I.U. 
Natatorium,  the  I.U.  Track  &  Field 
Stadium  and  the  Indiana  Sports  Cen- 
ter (tennis).  All  are  spectacular,  but 
the  Natatorium  is  astounding.  It  has 
an  Olympic-class,  50-meter  pool  and 
a  diving  pool  (with  elevator)  upstairs 
for  spectators.  Downstairs  is  another 
50-meter  pool  for  practice  and — get 
this — a  smaller  pool  with  a  movable 
bottom  that  rises  flush  with  the  deck. 
The  latter  is  for  medical  rehab  pur- 
poses (remember,  it's  on  the  med 
school  campus,  too). 

A  fourth  superb  sports  facility,  cre- 
ated for  the  National  Sports  Festival, 
is  the  Major  Taylor  Velodrome,  named 
for  the  champion  black  cyclist. 

With  its  great  sports,  cultural  and 
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scientific  facilities,  the  city  is  beconrt- 
ing  a  "crossroads"  site  for  many 
organizations.  Kiwanis  International 
has  moved  from  Chicago  to  a  new 
showplace  in  the  north  suburbs.  The 
American  College  of  Sports  Science 
and  Medicine  has  moved  in  from 
Wisconsin.  Others  already  here  or 
packing  are  U.S.  Synchronized  Swim- 
ming, the  Gymnastics  Federation 
(from  Dallas),  the  International 
Institute  of  Sports  Science  and 
Medicine  (part  of  the  I.U.  School  of 
Medicine),  the  U.S.  Army  Physical  Fit- 
ness Center,  AAU  National  Head- 
quarters, the  U.S.  Diving  Federation, 
the  National  Training  Center  of  Girls 
Clubs  of  America  and  the  Athletics 
Congress.  The  Sullivan  Award,  given 
annually  to  the  best  amateur  athlete, 
is  hosted  here.  More  Olympic  trials  fo 
the  '84  Olympics  will  be  held  in  Indi- 
anapolis than  in  any  other  city. 


Indianapolis  influentials  really  get  involved. 
Mayflower  board  chairman  Joim  B.  Smith 
plunged  into  the  pool  after  giving  the 
winner's  check  in  the  annual  Mayflower 
LPGA  Classic  to  South  African  Sally  Little— 
also  a  plunger. 


Lifestyle 


Let's  face  it,  when  you  don't  have 
the  obvious  natural  advantages  of 
an  ocean  or  a  mountain  range,  you 
have  to  compensate.  Indianapolis 
compensates. 

Why  Indianapolis?  People  get  along 
here.  Go  back  to  that  public  sector- 
private  sector  thing.  Labor  has  re- 
spect and  pride  here — and  a  good 
sense  of  civic  responsibility.  Race? 
Indianapolis  is  20  percent  black  and 
close  to  100  percent  color  blind. 

There  are  some  great  "singles 
joints,"  but  Indianapolis  is  basically 
your  "go  home  at  five  and  unwind 
with  the  wife"  kind  of  city.  A  lot  of 
school-  and  church-oriented  stuff. 
Good  schools.  Good  high-school 
sports  programs.  Good  physical  facil- 
ities. In  the  fall,  it's  off  to  Bloomington, 
Lafayette  or  South  Bend  for  "tailgate" 


YOU  CAN  TELL  A  LOT 

ABOUT  ANACOMP 
BY  OUR  1987 

FINANCIAL  STATEMENT 


EXPENI HTURES  IN  SOFTWARE 
AND  RELATED  SERVICES 
FOR  FINANCIAL  INDUSTRY 
I  BASED  ON  PROJECTED  FY  REVENUES) 

(IN  $  MILLIONS) 


186.4 


No,  not  our  P&L's.  Even  Anacomp  can't 
develop  software  that  reveals  a  1987  income 
statement  before  1987  is  even  off  the  ground. 

Fortunately,  there  are  other  numbers  besides 
those  on  a  P&L  that  make  a  statement  about  a 

company. 

Take,  for  ex- 
am pie,  the  fact 
that  based  upon 
projected  reve- 
nues.Anacomp 
plans  to  spend 
more  than  a  half 
billion  dollars  in 
software  and 
software  related 
services  for  the 
financial  in- 
dustry over  the  next  five  years.  Beginning  with 
fiscal  1983,  and  driving  straight  through  1987, 
Anacomp  has  projected  this  funded  heavy  dollar 
expenditure  for  development  enhancement 
maintenance  and  installation  of  financial 
software  systems.  We're  planning  to  expend 
these  dollars  in  the  financial  industry  because 
it's  our  primary  market  our  bread  and  butter. 
(What  better  place  for  our  bread?) 


1983      1984       1985  1986 


1987 


And  lest  you  think  waving  dollars  is  the  extent 
of  our  commitment,  just  look  at  our  investment 
in  human  resources. 

By  1987,  almost  1300  Anacomp  employees  will 
be  assigned  to  new-product  development  Nearly 
65%  of  our  entire  financial  system  workforce. 
Something  like  3200  man-years,  overall. 

And  what  do  we  expect  our  projected  expen- 
diture of  these  dollars  and  people  in  product 
enhancements  will  net  us?  Staggering  advance- 
ments in  tech- 
nology. Product 
improvements. 
Performance 
improvements. 
But  mostly  it  will 
be  a  statement 
to  the  financial 
community. 
A  signal  that 
Anacomp  is  com- 
mitted to  serve. 
With  all  our 
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enthusiasm.  With  much  of  our  brain-power.  And 
yes,  with  significant  dollars.This  is  the  message 
we're  sending  you.  Our  miiummn 
financial  statement.  HUdCOITIP 

Indianapolis,  Indiana 


ANACOMP.  INC..  RO  BOX  40888.  INDIANAPOLIS,  INDIANA 46240(317)844-96**  c  198:!  ANACOMR.  INC. 


ATRIUM  LIVING 


A  patented  system 
with  an  interesting 
new  lifestyle. 


A  Rare  Combination 
of  Factors. 

The  ideal  investment  opportunity 
must  be  more  than  just  the 
right  idea.  It  must  be  practical, 
have  good  timing  and  ideally 
coordinate  manufacturing  and 
distributing  capacity  with 
demand.  Such  an  opportunity 
is  the  Atrium  concept. 

A  patented  concept  with 
extensive  mechanical  claims. 

The  Atrium  concept  incorporates 
four  separate  units  which 
surround  a  new  and  sheltered 
lifestyle  center.  If s  an  indoor/ 
outdoor  relaxation  or  activity 
area  with  an  astroturf-like  surface 
that  lends  itself  to  entertaining 

Now  offering  a  developer 
licensing  program. 


or  just  ordinary  sheltered  outdoor 
living  activities. 

Existing  production  capacity. 

It  uses  production  capacity 
already  in  place.  Manufacturing 
these  units  is  merely  utilizing 
existing  production  lines  that  are 
usually  available  on  short  notice. 

Pent-up  demand. 

There  is  a  steadily  growing 
demand  for  housing  in  the  "under 
$50,000"  market.  In  fact,  today, 
84%  of  all  new  housing  in  this 
market  is  factory  built. 

Can  be  produced 
in  any  market. 

The  Atrium  concept  offers  the 


investor  the  ability  to  consider 
most  any  geographic  market. 
Today,  hundreds  of  plants  acros: 
the  country  are  running  at  less 
than  desired  levels.  This  program 
allows  licensed  operators  to 
absorb  this  overhead. 

A  "Now"  program. 

The  Atrium  concept  enables 
investors  to  respond  guickly  to 
market  opportunities.  A  typical 
production  line  can  produce 
6  to  8  units  per  day.  And  a  single 
crane  can  set  8  units  per  day  at 
the  building  site. 

This  patented  concept  also 
indicates  exciting  potential 
yields.  Write  for  investor 
models  based  on  10-year 
depreciation  schedules. 


Atrium  Structures,  Inc. 

Atrium  Structures,  Inc..  8900  Keystone  Crossing.  Suite  401.  Indianapolis,  IN  46240 
(317)848-6944 


Jenn-Air.  One  of  the  world's 
great  cooking  innovations  that  didn't 

come  from  France. 

In  this  era  of  nouvelle  cuisine  and  the 
Cuisinart"  it  maybe  surprising  that  perhaps  the 
most  versatile  cooking  tool  of  all  has  quietly 
emerged  from  Indianapolis,  Indiana. 

It's  the  remarkable  Jenn-Air  Grill-Range. 
And  no  appliance,  from  anywhere  in  the  world, 
puts  so  many  options  at  the  fingertips  of  the 
creative  cook. 

The  only  range  as  versatile  as  you. 

First  you  get  the  excitement  of  outdoor 
grilling  indoors.  Our  surface  ventilation  system, 
invented  in  1967,  removes  smoke  and  grease 
without  a  bulk\T  overhead  hood.  You  can  enjoy 
char-flavored  steaks,  burgers,  ribs,  and  chops 
365da\sayear 

Our  convertible  cooktop,  introduced  in 
1972,  lets  you  instantly  change  from  conven- 
tional cooking  coils  to  a  mouthwatering  array 
of  accessories  including  grill-tops,  griddles, 
rotisseries,  deep  fryers  and  more. 

And  our  exclusive  Selective-Use  radiant/ 
convection  oven,  introduced  in  1976,  lets  you 
change  from  conventional  radiant  to  convection 
cooking  with  a  flick  of  a  switch.  In  the  con- 
vection mode,  circulating  air  cooks  meats  and 
poultry  up  to  1/3  fetster  while  sealing  in  more  Wrjte  for  the  whole  story, 

of  the  delicious  natural  juices.  Over  the  past  15  years,  we've  changed  the 

A  Jenn-Air  for  eveiy  kitchen.  range  from  a  basic  cooking  tool  i  nto  a  remark- 

We  not  only  give  you  more  ways  to  cook,   ably  versatile  cooking  svstem, 
we  offer  a  practically  limitless  selection  of  But  we  can  only  whet  your  appetite  in  the 

models.  From  island  cooktops  to  wall  ovens  and  space  this  page  allows, 
freestanding  ranges,  there's  a  Jenn-Air  to  fit  For  the  whole  tantalizing  story,  see  your 

your  kitchen.  Jenn-Air  dealer  for  a  demonstration.  He's  in  the 

And  now,  with  the '  Am  where  Jenn-Air,' '    Yellow  Pages.  Or  write  Jenn-Air  for  our  free 
the  first  and  only  ventless  indoor  Grill-Range,      brochure.  Dept.  3NN.  3035  Shadeland  Ave. , 
there's  a  model  for  highrises,  apartments,  con-    Indianapolis,  Indiana  46226. 
dos  and  other  hard  to  vent  homes. 

HDH^Jenn-Air.The  finest  cooking  system  ever  created. 

£  1983  Jenn-Air  Corporation. Jenn-Air  is  a  registered  trademark  of  Jenn-Air  Corporation. 


time  or  to  Brown  County  for  the 
foliage. 

In  the  spring  and  summer,  three 
magnificent  reservoirs  teem  with 
water  sports,  and  their  shorelines  are 
dotted  with  rnegabuck  homes.  Other 
outdoors -lovers  spread  out  to  the  city 
parks,  the  state  parks  and  the  lakes  to 
the  north. 

What  They're  Saying: 

Jenn- Air's  Don  Lorton:  "I've  lived 
all  over  the  Midwest — there  seems  to 
be  a  vision  here." 

Jim  Morris,  Lilly  Endowment:  "Over 
the  next  10  years,  Indianapolis  will  be  1 
the  most  exciting  city  in  America." 
Mayor  Bill  Hudnut:  "The  Economic 
Growth  Corporation  is  only  the  most 
recent  indication  that  the  partnership 
philosophy  still  holds  in  Indianapolis." 
Frank  E.  McKinney,  Jr.  AFNB: 
"Indianapolis  represents  opportunity 
for  prosperity  coupled  with  a  high 
quality  of  life  environment.  It  is  now 
emerging  as  one  of  the  great  future 
cities  in  the  country." 


This  section  was  written  by 
Frank  J.  Wemhoff, 

president  of  the  Caldwell-Van  Riper,  Inc. 
Cover  credit:  Georgia  McGuire 


D.  Joseph  Donahue,  vice  president 
and  general  manager,  RCA  Con- 
sumer Electronics:  "We  had  always 
believed  Indianapolis  was  a  good 
place  for  our  consumer  electronics 
business.. .and  the  spirit  of  coopera- 
tion we  have  received  has  only  served 
to  reinforce  that  conviction." 
Lt.  Governor  John  Mutz:  "People 
who  live  in  Indianapolis  really  care 
about  this  city.  Government  can  go  to 
private  groups  for  help  in  raising 
money  for  a  public  project  or  to  pull 
off  a  major  event  like  the  Sports 
Festival,  and  the  people  respond.  The 
financial  package  to  help  retool  Inter- 
national Harvester's  Indianapolis  plant 
was  a  model  of  cooperation  among 
various  levels  of  government.  It  in- 
cluded federal,  state  and  city  training 
funds  and  a  tax  abatement  on  new 
equipment  approved  by  the  city  un- 


Indianapolis! 


der  authority  of  a  state  program 
authored  in  1981." 
Bill  Vititoe,  new  President  of  Indian  I 
Bell:  "After  a  six  years  absence  from  | 
Indianapolis,  the  most  impressive 
change  has  been  the  growth  of  dy- 
namic organizations  like  the  Corpo- 
rate Community  Council  and  The 
Indianapolis  Project.. .the  marshalling 
of  corporate  activities  along  with  ser- 
vice organizations,  education  and 
government  has  given  us  a  much 
stronger  economic  base." 
Ronald  D.  Palamara,  President  anci 
chairman  of  Anacomp,  Inc.:  "We  re- 
cently went  through  an  evaluation  ofl 
locations  for  our  planned  new  corpo| 
rate  headquarters  and  computer 
center.  Our  task  force  looked  at  sites! 
in  the  Boston-New  York  corridor  and 
in  California's  Silicon  Valley,  among 
others.  We  chose  Indianapolis  be- 
cause its  centralized  location. ..gives 
us  a  significant  recruiting  advantagel 
from  area  universities  when  competf 
ing  for  the  skilled  technical  people 
who  are  the  Iifeblood  of  our  business! 


Pure  IndianapoUs#Piue  Simon. 


From  a  small  center  here  twenty  years  ago,  Melvin  Simon  &  Associates  has  grown 
into  the  nation's  second  largest  shopping  center  owner/ manager.  Pure  Simon  is  a  shopping 
way  of  life  in  Indianapolis,  and  at  more  than  115  locations  in  25  states.  With  the  best  yet  to  come. 
For  more  information,  contact  Jay  Rosenfeld  or  Elliott  Freed  at  (317)  636-1600. 

MELVIN  SIMONS 

&  ASSOCIATES,  INCiUi 


OUR  MOST  VALUABLE  ASSETS  ARE  LIQUID 


Wc  built  a  $180,000,000  business  working 
with  one  of  the  world's  least  expensive  commodi- 
ties-water. And  we  did  it  well  enough  to  become 
Masco  Corporation's  most  profitable  division. 

When  we  introduced  our  single-handle  fau- 
cet in  1953,  it  represented  more  than  just  another 
"first"  for  us.  It  became  a  symbol  of  our  innova- 
tive thinking. 

We  pioneered  the  first  washerless  do-it-your- 
self faucet  with  "No  Topis"  hook-up,  the  first  one- 
piece  water-saving  water  closet  made  of  light- 
weight space-age  material.  And  we  haven't 
stopped  working  to  maintain  our  place  as  inno- 
vators in  design,  engineering,  merchandising, 


marketing  and  sales.  That's  why  we've  grown  into 
one  of  the  world's  largest  manufacturers  of 
plumbing  supplies  and  the  world's  largest  manu- 
facturer of  faucets. 

We  built  our  new  corporate  headquarters  in 
a  growing,  thriving  city,  Indianapolis.  We  have 
found  it  to  be  an  innovative  community  that's 
provided  us  with  the  people  and  support  we 
need  for  our  continued  success. 

So  thank  you,  Indianapolis,  from  one  of 
your  biggest  boosters. 


EhEJ-^  PEERLE/r 


JFITA  FAUCET  CO..  PEERLESS  FAUCET  CO.,  A  DIVISION  OF  MASCO  CORP.  OF  INDIANA.  SS  E.  Ill  ih  ST.,  PO.BOX409R0.  INDIANAPOLIS.  IND  46280  *  198V  MASCO  CORP  OF  INDIANA 


When  you  get  into  big-time  real  estate,  it 
doesnt  hurt  if  your  name  is  Bob  Tishman 
and  you  have  a  smart  son-in-law. 

This  just 
might  amount 
to  something 


By  Jonathan  Green  berg 

Starting  over  is  never  an  easy 
thing  to  do,  especially  at  61.  So 
when  Robert  Tishman,  then 
president  of  Tishman  Realty  &  Con- 
struction Co.,  decided  to  liquidate  his 
public  company  in  1978,  some 
wondered  whether  he  might  cash 
in  his  chips  and  head  for  a  golf 
course.  After  a  40-year  career 
with  one  of  the  nation's  foremost 
developers,  he  had  earned  it. 

Bob  Tishman,  now  65,  didn't 
do  that,  however.  When  he  agreed 
to  dissolve  the  company  he  had 
worked  for  his  whole  life,  he  had 
an  ace  up  his  sleeve — Jerry 
Speyer,  his  42-year-old  son-in- 
law  and  now  his  equal  partner. 
Working  with  Speyer,  Tishman 
has  realized  his  lifelong  dream  of 
controlling  a  private  real  estate 
empire.  He  says,  "The  ability  to 
get  out  from  being  an  employee — 
which  I  was  all  my  life — for 
stockholders  who  have  no  idea 
what's  making  the  bottom  line 
work  is  a  very  enjoyable  change." 

Boy,  is  it.  While  cousin  John 
Tishman  continued  in  construc- 
tion after  the  breakup  of  Tishman 
Realty  and  brother  Allen  formed 
a  management  company,  both  far 
less  ulcerous  ways  to  make  a  liv- 
ing, Bob  plunged  into  the  roller- 
coaster  world  of  development  and 
has  good  reason  to  be  glad.  To- 
gether, Bob  Tishman  and  Jerry 
Speyer  have  shrewdly  allied 
themselves  with  smart  money 
and  become  nationwide  commer- 
cial real  estate  developers.  Their 
net  equity  in  the  $1.2  billion 
worth  of  high-quality  real  estate 


they  have  developed — a  total  of  12 
projects  in  New  York,  Chicago,  At- 
lanta, Houston  and  Stamford — tops 
an  estimated  $100  million.  That's 
probably  five  times  their  net  worth 
only  five  years  ago.  Tishman  admits 
that  he  might  never  have  attempted 


so  large  a  move  without  Speyer. 
"There's  nothing  like  nepotism  to  run 
a  successful  company — provided  your 
relatives  are  smart,"  he  says. 

The  unique  relationships  they  have 
established  with  Equitable  Life  Insur- 
ance and  the  Crown  family  of  Chicago 
don't  hurt,  either.  Last  year  Equitable 
Life  bought  into  a  limited  partnership 
arrangement  with  New  York-based 
Tishman  Speyer  Properties,  basically 
buying  a  share  of  the  profits  Tishman 
Speyer  earns  on  all  developer's  fees, 
which  range  from  2%  to  5%  of  the 
total  cost  of  a  project.  Now  Equitable 
has  an  experienced  developer-partner 
to  call  upon,  and  Tishman  Speyer  has 
an  extremely  deep  and  friendly  pocket 
to  dip  into.  Two  months  ago  Equita- 
ble announced  plans  for  a  $175  mil- 
lion Manhattan  headquarters  build- 
ing. The  developers,  it  surprised  no 
one  to  hear,  were  Tishman  Speyer. 

"Everyone  is  intrigued  by  their  rela- 
tionship with  Equitable,"  notes  Rich- 
ard Rosan,  president  of  the  Real  Estate 
Board  of  New  York.  "Jerry  saw  that 
the  equity  necessary  for  $100  million- 


Robert  Tishman  with  partner  and  son-in-law, 
"Nothing  like  nepotism — provided  your 


ferry  Speyer 
relatives  are  smart. 
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FORBES,  MAY  23,  1983 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


400,000  Units 


ENTERTAINMENT  CO. 
$400,000,000  10%  Senior  Subordinated  Notes  due  April  15, 1993 

[Interest  Payable  April  15  and  October  15] 

5,600,000  Common  Stock  Purchase  Warrants 

Each  Unit  consists  of  $1,000  principal  amount  of  Notes  and  14  five-year  Common  Stock  Purchase  Warrants,  each 
Warrant  entitling  the  holder  thereof  to  purchase  one  share  of  the  Company's  Common  Stock  at  a  price  of  $20 
per  share  (subject  to  adjustment).  The  Warrants  will  not  be  separately  transferable  until  after  July  15,  1983,  or 
such  earlier  date  as  may  be  determined  by  MGM/  UA,  with  the  consent  of  Drexel  Burnham  Lambert  Incorporated. 


Price  $878.55  per  Unit 

plus  accrued  interest  on  the  Notes  from  April  15.  1983 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  such  of  the  undersigned 
and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  Lambert 

INCORPORATED 

Bear,  Stearns  &  Co.       The  First  Boston  Corporation       Blyth  Eastman  Paine  Webber 

INCORPORATED 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Lazard  Freres  &  Co. 

SECURITIES  CORPORATION 

Merrill  Lynch  White  Weld  Capital  Markets  Group  Prudential-Bache 

MERRILL  LYNCH  PIERCE  FENNER&  SMITH  INCORPORATED  SECURITIES 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson/American  Express  Inc. 

Smith  Barney,  Harris  Upham  &  Co.    Wertheim  &  Co.,  Inc.    Dean  Witter  Reynolds  Inc. 


INCORPORATED 


Communication  Concepts  from  the  Bell  System: 


How  to  be 


100°/( 


0 


certain 

99.5% 
of  the  time. 


Today,  with  the  sheer  volume  of  information  being  transmitted,  the  necessity  of 
having  to  retransmit  data  that  was  garbled  is  not  only  inefficient  and  nonproductive, 
it  can  double  the  time  it  takes  to  receive  accurate  data.  The  engineers,  scientists,  and 
marketing  executives  of  the  Bell  Network  have  developed  communication  concepts  that 
allow  you  to  be  certain  that  what  you  send  is  what  they  get— the  first  time, 
99.5%  of  the  time. 

Consider  this  scenario:  You  have  an  inquiry 
response  system  that  provides  information  on 
demand.  This  data  is  virtually  error-free.  You 
select  among  a  variety  of  transmission  speeds. 
Retransmissions,  practically  nil.  Downtime, 
minimal. 

The  concept  is  Data  Management  through 
Bell's  Data  Information  Systems.  And  with 
Dataphone®  Digital  Service,  you  are  able  to  trans- 
mit 56,000  bits  of  information  each  second, 
accurately  and  reliably.  In  fact,  99.5%  accurate, 
99.9%  reliable.  At  any  speed. 

How?  Digital  transmission  through  the  most  powerful  communication  network  in  the  world, 
the  Bell  Network.  Digital  eliminates  the  problems  created  by  noise  and  distortion  over  distance. 
The  flexibility  and  back-up  system  of  the  Bell  Network  monitors  accuracy,  notes  trouble  spots 
and  takes  corrective  action.  The  Network  can  even  tell  you  the  location  of  the  problem  even  if  it's 
your  own  equipment.  \bur  people  have  more  time  to  do  productive  work  because  troubles  and 
retransmissions  have  been  reduced  to  a  minimum. 

As  part  of  a  Telemarketing  (marketing  over  distance)  operation,  the  superior  performance  of 
Dataphone  Digital  Service  allows  your  people  and  their  customers  to  benefit  from  a  more  respon- 
sive, sleeker,  more  reliable  form  of  transmitted  information.  It  not  only  can  get  more  out  of  a 
second,  it  can  get  more  out  of  a  penny. 

To  handle  high  volumes  of  data,  Bell  has  both  digital  and  analog  High-Capacity  Channels  that 
can  "bundle"  your  data,  voice  and  image  transmissions  for  better  efficiency,  performance  and  economy. 

For  analog  transmission,  Bell's  Expanded  800  service  allows  you  to  predesignate  the  routes  your 
data  will  take.  Your  unique  network  within  the  Network  allows  you  to  distribute  dial-up  traffic  for 
maximum  efficiency. 

To  find  out  how  Bell  can  help  you  tailor  a  high-performance  data  system,  large  or  small,  that 
puts  the  Network  to  work  for  you,  call  1 800  821~2121 

Communication  Concepts  from  the  Beil  System 
Expanding  your  ability  to  communicate. 


Want  to  see  some  economic 
encouragement  for  a  change? 


"Despite  the  severe  recession . . .  1982  was  the  second-best  year  in  our  history.  Because  of 
the  basic  changes  in  our  business  mix,  Borg-Warner  will  emerge  from  this  recession  in  strong 
financial  condition.  And  our  evolvement  will  continue,  because  it  is  working — for  the  company 
and  for  our  investors."  James  p  Berei  Chairman,  Annual  Report  March  11. 1983 

Watch 

Borg-Warner 

For  an  encouraging  Annual  Report  write  Dept.  50.  200  South  Michigan  Avenue.  Chicago.  IL  60604. 


BORGjCWARNER 


'  19K3  Hurg  Warn*  r  lorpurdtion 


Tishman  and  Speyer  have  shrewdly  allied  themselves 
with  smart  money  and  become  nationwide  commer- 
cial real  estate  developers.  Their  net  equity  in  the  $1.2 
billion  worth  of  high  quality  real  estate  they  devel- 
oped tops  an  estimated  $100  million— five  times  their 
net  worth  five  years  ago. 

plus  projects  is  beyond  anyone's  per- 
sonal wealth,  so  he  has  made  avail- 
able an  enormous  amount  of  equity." 

Potential  equity,  that  is.  Equitable, 
of  course,  has  the  option  of  not  invest- 
ing in  a  Tishman  Speyer  proposal  and 
just  collecting  its  share  of  the  devel- 
opment fees.  Similarly,  Tishman  and 
Speyer  have  the  option  of  not  invest- 
ing in  an  Equitable  project. 

Five  of  Tishman  Speyer's  most  im- 
portant projects  to  date  are  joint  ven- 
tures with  those  other  well-heeled  as- 
sociates, Lester  and  Henry  Crown  of 
Chicago.  The  Crowns  have  dealt  with 
the  Tishman  family  since  666  Fifth 
Avenue  was  built  in  1957,  but,  says 
Lester  Crown,  "At  this  time  we  are 
more  active  with  the  Tishman  Speyer 
group  than  anybody  else."  Thus,  with 
the  Crowns'  participation  Tishman 
Speyer  is  able  to  advertise  to  potential 
joint  venturers  a  "capital  availability 
of  $80  million,  as  well  as  necessary 
credit  capabilities."  Claims  Jerry 
Speyer,  "We  are  as  well  positioned  to 
do  major  transactions  as  anybody  in 
the  country." 

To  be  able  to  ante  up  alongside  the 
Crowns,  who  have  a  net  worth  in  ex- 
cess of  $600  million,  Tishman  and 
Speyer  needed  even  more  than  their 
original  $17  million  stake  from  dis- 
solving the  public  company.  Their 
first  move  in  1978  was  to  the  legend- 
ary Andre  Meyer,  who  led  an  invest- 
ment group  for  them  until  1981,  when 
Meyer  died.  By  then,  Tishman  and 
Speyer  had  built  enough  equity  in  the 
office  building  boom  to  buy  out  their 
first  group  of  buyers  at  a  profit. 

Then  Tishman  and  Speyer  could  fi- 
nally afford  to  turn  to  the  Crowns, 
who  have  already  helped  them  build  a 
strong  presence  in  Chicago:  for  in- 
stance, attracting  Chicago's  two  larg- 
est banks — Continental  Illinois  and 
First  National — as  major  tenants 
there  in  two  of  their  largest  new 
buildings. 

With  1 2  regional  offices  around  the 
country,  Equitable  should  pay  off  in 
the  same  way,  but  on  a  national  scale. 
Says  Jerry  Speyer:  "We  now  have  the 
opportunity  of  using  their  national  fa- 
cilities to  meet  people  in  local  com- 
munities we  might  not  otherwise 
have  met." 


Speyer  thinks  that  a  continued  low- 
ering of  interest  rates  will  boost  resi- 
dential and  then  commercial  real  es- 
tate. The  much-talked  about  office 
glut  is  keeping  him  out  of  new  con- 
struction in  Houston  and  Denver  just 
now,  but  he  likes  Miami,  Chicago  and 
New  York  in  spite  of  the  talk.  "The 
rate  of  absorption  for  good  space  in 
New  York  is  still  quite  quick.  The 
space  that  isn't  being  absorbed  right 
now  is  the  small  offices."  No  problem 
to  him;  he  builds  for  large  tenants. 

He  strongly  believes  in  hedging  his 
bets  in  one  city  by  having  interests  in 
half  a  dozen  others.  At  the  moment, 
then,  a  high-rise  office  building  is  on 
the  drawing  board  for  Miami's  Brick- 
ell  Avenue  with  another  right  behind 
it  for  Los  Angeles. 

Tishman  and  Speyer  both  wanted 
to  have  a  lean,  professional  oper- 
ation—  a  "group  of  chiefs  and  very 
few  Indians,"  as  Tishman  puts  it. 
Each  of  the  top  dozen  executives  has  a 
partnership  interest  in  all  the  deals 
the  company  does.  Therefore  an  ex- 
ecutive in  New  York  is  partner  with 
both  the  company  and  11  fellow  ex- 
ecutives. "This  avoids  intramural 
competition,"  says  Speyer. 

While  the  company  lets  others  han- 
dle its  management  and  construction, 
it  retains  in-house  experts  to  keep  a 
close  watch  on  its  contractors.  Mean- 
while, keeping  an  eye  on  everything  is 
Jerry  Speyer,  known  as  a  man  who 
thinks  big  and  nitpicks  small,  follow- 
ing up  on  even  the  smallest  details  of 
a  project. 

An  observer  notes  that  despite  his 
age  Speyer  has  had  plenty  of  experi- 
ence, having  been  senior  vice  presi- 
dent of  development  for  Tishman 
Realty,  which  he  first  joined  back  in 
1966.  "Bob  probably  feels  much  bet- 
ter having  a  partner  who's  younger 
and  can  do  some  of  the  heavy  lift- 
ing," he  says. 

Tishman  Speyer's  offices  are  on  the 
6th  floor  of  his  new  42-story  Madison 
Avenue  building — Speyer  would  rath- 
er rent  out  the  higher-priced  stuff  to 
someone  with  more  corporate  ego. 
"Some  guys  get  a  kick  out  of  paying 
$1,500  for  a  new  suit,"  Speyer  says  of 
his  personal  tastes.  "I'd  rather  buy  a 
painting."  (He  is  a  trustee  of  the  Mu- 
seum of  Modern  Art.) 

Speyer  is  quite  deferential  to  his 
father-in-law.  "He's  the  most  intelli- 
gent and  intuitive  guy  I've  ever  met  in 
real  estate,"  he  says.  "And  he  has  giv- 
en me  every  opportunity  in  the 
world." 

Fair  enough.  Still  only  42,  Jerry 
Speyer  is  likely  to  make  more  money 
from  the  Tishman  name  than  any 
Tishman  ever  has.  ■ 
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Edited  by  John  R.  Dorfman 

Country  slicker 

Last  month  Indiana  farmer  Eugene 
Smith  came  out  of  bankruptcy.  Three 
weeks  later  he  and  his  wife  left  for  a 
leisurely  weekend  in  New  Orleans. 
Wasn't  there  spring  planting  to  be 
done?  Not  for  farmer  Smith.  "This 
time  of  year,  I'd  normally  be  tearing 
my  hair  out  rounding  up  seed  and 
planters/'  he  says.  "But  we  got  into 
the  PIK  program,  and  now  we  don't 
have  to." 

PIK  (for  Payment  in  Kind)  is  the 
government's  new  program  to  pay 
farmers  for  not  farming  by  giving 
them,  out  of  government  stockpiles, 
between  80%  and  95%  of  the  grain 
and  cotton  they  would  have  produced. 
This  sort  of  thing  has  been  attempted 
on  and  off  back  to  New  Deal  days  to 
try  to  whittle  down  surpluses,  but  for 
the  Reagan  Administration  to  be  do- 
ing it  is  mighty  reassuring  to  Smith. 
"It's  a  super  boost,  a  sure  sign  the 
government  has  stepped  back  in,"  he 
says.  A  lot  of  other  farmers  like  PIK, 
too.  So  far,  the  USDA  says,  enough 
have  signed  up  to  take  82  million 
acres  out  of  production. 

Smith,  37,  could  do  with  any  boost 
he  can  find.  In  the  Seventies  he  was 
one  of  the  young  farmers  who  expand- 
ed their  acreage  aggressively,  betting 
that  land  prices  would  keep  rising  for- 
ever to  keep  safe  their  highly  lever- 
aged positions.  Smith  owned  10,000 
acres  and  leased  4,000  more  when  the 
1980  collapse  in  corn  and  land  prices 
buried  him  under  $30  million  of  debt 
and  landed  him  in  Chapter  1 1 . 

PIK  came  along  just  in  time.  When 
he  presented  his  reorganization  plan 
to  Bankruptcy  Court  last  January,  PIK 
had  not  yet  been  announced,  and 
Smith  had  to  restructure  his  debt  with 
a  projected  corn  price  of  around  $2  a 
bushel.  Now,  thanks  to  the  anticipat- 
ed reduced  supply  as  a  result  of  PIK, 
corn  has  moved  up  to  $3  a  bushel,  and 
the  Department  of  Agriculture  will 
give  him  360,000  bushels  to  sell  at 
harvesttime. 

So  what  is  Smith  doing  now  that  he 
is  back  on  his  feet?  You  guessed  it — 
he's  buying  more  land.  "I  hope  to 
have  4,000  more  acres  by  year's  end," 
he  says.  "I'm  banking  that  Volcker 
will  let  the  interest  rates  drop.  Then 


Indiana  farmer  Eugene  Smith 

If  10,000  acres  are  too  many,  buy  4,000  more. 


those  low  land  values  will  just  have 
to  go  up."  If  that  happens,  he  can  use 
his  replenished  equity  to  buy  back  his 
original  10,000  acres,  which  the 
mortgage  company  repossessed  and 
leased  back  to  him.  As  for  Chapter 
11,  Smith  says,  "Bankruptcy  helped.  I 
see  it  as  a  way  of  keeping  costs 
down." — Christopher  Power 

Probing  matters 

In  his  20s,  Don  Kopka  was  rebuilding 
and  souping  up  MGs  and  racing  them 
across  frozen  Michigan  lakes.  Now 
56,  Kopka  heads  the  design  team  at 


Ford  Motor  Co.  that  develops  futuris- 
tic prototypes  to  test  engineering 
ideas.  Right  now,  his  baby  is  the  Probe 
rV,  an  experimental  car  embodying 
Ford's  latest  aerodynamics  research. 
Ford  is  counting  on  improved  aerody- 
namics to  boost  sales  of  mid-size  cars 
like  its  1983  Thunderbirds  and  Cou- 
gars. Better  aerodynamics,  Ford  says, 
increases  gas  mileage  and  makes  its 
cars  more  fun  to  drive. 

Ford  has  spent  $12  million  on  aero- 
dynamics development  since  1977, 
including  over  $2  million  on  the 
Probe  series.  With  the  Probe  IV,  Kop- 
ka's  team  reduced  wind  resistance  to 


Don  Kopka  with  the  Ford  Probe  IV 

Three  inches  off  the  ground,  and  no  fancy  fenders. 


164 


FORBES,  MAY  23,  1983 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


1,100,000  Shares 

People  Express  Airlines,  Inc. 


Common  Stock 


Price  $32%  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


HAMBRECHT  &  QUIST 

Incorporated 


GOLDMAN,  SACHS  &  CO. 


THE  FIRST  BOSTON  CORPORATION 


KIDDER,  PEA  BODY  &  CO. 

Incorporated 


LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 


MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  fierce,  Fenner  M  Smith  Incorporated 


SALOMON  BROTHERS  INC 


BEAR,  STEARNS  &  CO. 


ALEX.  BROWN  &  SONS 


DREXEL  BURNHAM  LAMBERT 

Incorporated 


L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN 


DONALDSON,  LUFKIN  &  JENRETTE 

Securities  Corporation 

OPPENHEIMER  &  CO.,  INC. 
WERTHEIM  &  CO.,  INC. 


April  27, 1983 


Faces 

Behind  the  Figures 


a  drag  coefficient  of  0.15,  the  same  as 
an  F-15  fighter  jet.  Curbside,  the 
Probe  stands  just  6V2  inches  above  the 
pavement.  At  speeds  over  40  mph,  a 
computer-operated  front  air  dam 
automatically  lowers  the  front  end 
until  it's  barely  3  inches  off  the  road. 
Front  wheels,  headlights  and  wind- 
shield wipers  are  all  enclosed,  and  the 
radiator  rides  in  back  under  the  trunk. 
No  chrome,  no  fancy  fenders.  The 
Probe's  only  decoration  is  a  red  racing 
stripe  across  its  nose. 

Kopka  and  his  engineers  haven't 
borrowed  much  from  the  Probe  for 
1983  Ford  models.  The  new,  sleeker 
design  of  the  Thunderbirds  and  Cou- 
gars does,  however,  imitate  the 
Probe's  long,  sloped  front  end  and  its 
slightly  rounded  roof.  But  that's  about 
all  for  now.  Both  cars  get  about  24 
mpg,  only  a  4.3%  improvement  over 
the  1982  models. 

In  a  business  where  it  can  take  24 
months  for  a  modest  style  change,  it 
will  be  years  before  anything  more 
closely  resembling  the  Probe  appears 
in  a  Ford  showroom.  Even  Kopka 
doesn't  often  get  a  chance  to  drive  it. 
A  big  attraction  at  auto  shows,  the 
Probe  is  usually  out  on  the  exhibition 
circuit. — Christine  Donahue 

Gold  crest's  touch 

Back  in  1980,  John  Eberts,  chief  execu- 
tive of  London's  Goldcrest  Films  & 
Television  Ltd.,  put  up  about  $750,000 
to  finance,  among  other  things,  a 
screen  test  for  a  British  actor  who  had 
never  shot  a  movie  before.  His  name: 
Ben  Kingsley.  On  the  basis  of  that  test, 
Goldcrest  decided  to  finance  60%  of 
the  $22  million  cost  of  director  Rich- 
ard Attenborough's  movie  on  the  life 
of  Mahatma  Gandhi.  The  rest,  as  they 
say,  is  history.  The  film  won  eight 
Academy  Awards  last  month.  Gold- 
crest and  its  institutional  investors, 
including  the  British  National  Coal 
Board  Pension  Fund  and  the  British 
Post  Office  Pension  Fund,  stand  to 
make  about  $11  million  over  and 
above  their  initial  investment. 

Every  movie  backer  dreams  about  a 
bonanza  like  that,  but  in  the  case  of 
the  Canadian-bom  Eberts,  41,  it  was 
hardly  a  fluke.  Three  years  earlier,  he 
put  a  modest  $30,000  or  so  into  an 
equally  modest  film  called  Chariots  of 


Fire — another  Oscar  winner,  it  turned 
out — which  returned  $1  million,  or 
3,300%,  to  his  investors.  Such  acu- 
men has  made  Goldcrest,  a  subsidiary 
of  Britain's  Pearson  Longman  publish- 
ing house,  the  largest  independent 
film  and  television  company  in  Eu- 
rope since  Eberts  set  it  up  in  1976. 

Eberts,  who  was  then  managing  di- 
rector of  the  London  office  of  Oppen- 
heimer  &  Co.,  started  out  with 
$500,000  from  Pearson  Longman 
(publisher  of  Penguin  Books  and  the 
Financial  times)  and  Electra  House,  a 
British  investment  trust  manager. 
Since  then,  investment  capital  has 
grown  to  $38  million,  all  from  institu- 
tional investors  who  are  limited  part- 
ners. Goldcrest  takes  a  3%  to  4%  an- 
nual management  fee  on  that  $38  mil- 
lion. But  Eberts'  partners  shouldn't 
mind:  An  investor  who  got  in  three 
years  ago,  Eberts  says,  has  more  than 
doubled  his  money  since  then. 

Eberts  applies  a  sort  of  "auteur" 
theory  to  movie  finance.  Up  to  now 
he  has  worked  only  with  "reliable" 
top  British  directors  such  as  Bill  For- 
syth, who  directed  the  Goldcrest- 


tial  investment  before  the  movie  even 
gets  to  be  shown  in  the  lucrative 
American  market. — Richard  L.  Stern 

Look  back  in  profit 

For  those  who  like  to  have  their  cake 
and  eat  it,  too,  the  lookback  option 
sounds  ideal.  It  allows  a  precious- 
metals  buyer  to  purchase  gold  or  sil- 
ver at  the  lowest  price  that  prevailed 
over  the  preceding  six-month  period. 
The  privilege  of  looking  back,  it  need 
hardly  be  said,  does  not  come  cheap. 
For  instance,  a  conventional  six- 
month  option  to  buy  a  100-ounce  gold 
contract  recently  cost  $3,200.  A  six- 
month  lookback  cost  $5,000.  On  the 
other  hand,  how  many  times  in  life  do 
you  get  to  say,  "If  only  I  had  bought 
gold  when  it  was  X  dollars"  and  then, 
by  golly,  be  able  to  buy  it  at  X? 

The  unusual  option  is  the  brain- 
child of  traders  at  Mocatta  Metals 
Corp.  in  New  York  City,  headed  by 
Chairman  Henry  farecki,  who  also 
owns  more  than  half  the  stock.  Mo- 
catta traded  its  first  lookback  options 
in  January  1982  and  still  is  the  only 


flu* 


John  Eberts  of  Goldcrest  Films 
Taking  a  cut  of  the  gross,  not  the  "profit. 


backed  Local  Hero  with  Burt  Lancas- 
ter; and  Alan  Parker,  director  of  Mid- 
night Express,  Fame  and,  most  recently, 
Pink  Floyd— The  Wall,  a  $9  million 
Goldcrest  production  in  London. 
There's  also  the  fact  that  when  Eberts 
cuts  his  deals,  he  prefers  to  take  a 
percentage  of  the  gross — never  mind 
worrying  about  what  will  fall  to  the 
theoretical  bottom  line  of  net  profit. 
Goldcrest,  moreover,  controls  its  own 
distribution  outside  the  U.S.  and 
sometimes  manages  to  recoup  its  ini- 


firm  offering  them. 

With  trading  volume  of  $25  billion 
a  year,  Mocatta  is  one  of  the  world's 
largest  precious  metals  traders.  Jar- 
ecki,  48,  came  to  the  firm  by  a  circu- 
itous path.  He  used  to  teach  psychia- 
try at  Yale.  Even  then,  he  was  a  bug  on 
computers.  At  Yale  he  and  a  colleague 
used  them  to  help  study  mental  ill- 
ness. Today  he  employs  40  computer 
operators  at  Mocatta.  One  thing  they 
do,  for  example,  is  spot  temporary  ab- 
errations   that    allow  arbitrage — 
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Mocatta  Metals'  Henry  Jar ecki 
A  fraction  of  a  cent  may  do. 


buying  silver  futures  in  New  York, 
i  say,  while  selling  them  in  London. 

Don't  ask  Jarecki  or  his  machines 
where  the  price  of  gold  or  silver  is 
headed  long  term.  He  doesn't  know, 
or  very  much  care.  Jarecki  tries  to 
keep  the  firm's  net  position  in  both 
metals  as  close  to  flat  as  possible  at  all 
|i  times,  through  hedging. 

Profits  come  from  thin  margins  on 
j  huge  volume.  "Our  traders  are  happy 
j  to  make  10  cents  an  ounce  on  a  gold 
i  trade,  and  sometimes  we  will  even  be 
n  happy  with  2  cents,"  says  Jarecki.  "In 
I1  silver  we  will  settle  for  a  fraction  of  a 

I  cent."  Mocatta  is  mainly  a  brokers' 
|:  broker,  though  a  few  individuals  can 

get  through  the  gate.  "In  late  1979," 
!■  Jarecki  recalls,  "we  did  an  'exchange 
[for  physicals' with  the  Hunts.  We  sup- 
plied them  with  25  million  ounces  of 

II  silver  and  took  their  futures  market 
'position  in  exchange." 

What's  next?  Mocatta  has  just  start - 
I  Led  offering  overnight  options.  Reserv- 

ijing  100  ounces  of  gold  costs  about 
i:$195.  That's  not  too  much  in  the  eyes 

[of  traders  who  are  afraid  of  missing 
I  developments  between  3  p.m.  and 
|  8:30  a.m. — Stanley  Angrist 


ROCI II 

At  57,  Robert  Rauschenberg  could 
Brest  on  his  laurels  if  he  chose  to.  The 
jison  of  a  Port  Arthur,  Tex.  utility 
|  worker  and  unaware  of  art  until  he 
(went  to  a  museum  while  on  leave 
I  from  the  Army,  he  is  now  one  of  the 
|U.S.'  most  eminent — and  success- 
j  ful — painters.  His  works,  often  col- 
j  lages  and  multimedia  "combines," 
i  have  sold  for  up  to  $500,000  and  are  in 
|  the  permanent  collections  of  such  in- 


stitutions as  the  Museum  of  Modern 
Art  in  New  York  and  the  Tate  Gallery 
in  London. 

But  the  energetic  Rauschenberg, 
who  has  at  times  produced  five  works 
a  day,  has  no  thought  of  slowing 
down.  He  recently  launched  his  most 
ambitious  work  yet:  a  five-year,  $3 
million  project,  dubbed  the  Rausch- 
enberg Overseas  Cultural  Inter- 
change, or  ROCI  (pronounced 
"Rocky,"  after  a  pet  turtle  he  has  had 
for  25  years). 

ROCI  consists  of  Rauschenberg  and 
several  assistants  traveling  around 
the  world,  collaborating  on  art  works 
with  local  artists  and  exhibiting  them 
on  the  spot.  He  calls  it  his  contribu- 
tion to  international  understanding. 
"The  world  needs  that  now,  and  art  is 
the  most  serious  and  dignified  way  to 
approach  another  culture." 

Rauschenberg  is  taking  the  world  in 
chunks,  starting  with  the  Orient, 
where  he  has  already  visited  China, 
Japan,  Thailand  and  Sri  Lanka.  In  Chi- 
na's Anhui  Province  he  produced  491 
collages  together  with  artisans  from 
the  world's  oldest  paper  mill.  He  also 


made  a  100-foot-long  composite  out 
of  hundreds  of  photographs  he  took  in 
China,  and  in  Japan  he  made  ceramics 
with  images  silk-screened  with  glaze 
into  the  clay. 

The  expeditions  have  their  hazards. 
"Part  of  the  purpose  is  to  head  for 
places  that  need  this,  places  that  are 
restricted,  like  Vietnam  and  Burma," 
he  says.  In  China  he  impulsively 
abandoned  his  approved  schedule  and 
found  it  took  "at  least  five  commit- 
tees and  dozens  of  phone  calls  to  de- 
cide if  that  was  allowed.  We  never 
knew  when  we  might  be  put  out  of 
the  country." 

Financing  for  the  project  is  also  un- 
certain. Rauschenberg  is  looking  for 
corporate  sponsors,  but  the  rewards  of 
sponsorship  hardly  seem  as  clear-cut 
as  the  publicity  Philip  Morris  got 
from  giving  $3  million  to  bring  the 
Vatican  show  to  the  U.S.  Couldn't 
Rauschenberg  fund  the  project  him- 
self, if  necessary?  No,  he  says:  The  art 
market  is  too  depressed  just  now. 
"Companies  will  help  us,"  he  says. 
"The  project  is  just  too  interesting  to 
be  ignored." — Laura  Saunders 
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Haifa  century  after  its  heyday,  polo  is  making  a  comeback  with 
the  help  of  some  wealthy  corporate  patrons.  Will  they  get  their 

money's  worth?  Well,  if  you  have  to  ask . . . 

Roinpin',  stompin'  pomp 
and  circumstance 


By  Anne  Bagamery 

T|  his  is  the  best  job  of  promotion 
I've  ever  seen,"  says  Stewart  Ig- 
lehart,  surveying  the  scene  from 
his  grandstand  seat  at  the  Palm  Beach 
Polo  and  Country  Club.  It  is  a  pretty 
picture.  Bright  blue  sky,  air  redolent 
of  fine  perfume  and  horse  manure, 
expanses  of  green  fields,  and — some- 
where in  the  crowd — Ursula  Andress 
watching  eight  of  the  world's  best 
polo  players  battle  it  out  for  the  Win- 
ston Guest  Memorial  Challenge  Cup. 
But  Iglehart,  one  of  polo's  grand  old 
men  who  rode  with  Guest  himself  in 
the  1930s,  is  faintly  worried  about 
what's  happening  here  at  the 
$100,000  Piaget  World  Cup  Cham- 
pionship: "All  this  hoopla — it's  great 
promotion,  but  I'm  not  convinced  it's 
good  for  the  sport." 

In  his  box  50  yards  away,  William 
T.  Ylvisaker  harbors  no  such  doubts. 
Ylvisaker,  chairman  of  Gould  Inc., 
founded  the  Palm  Beach  club  in  1978 
on  1,650  acres  of  swampland  in  Wel- 
lington, a  working-class  community 
18  miles  inland.  He  has  spent  the  past 
five  years  bringing  polo  out  of  its  post- 
World  War  II  doldrums  by  enlisting 
companies  like  Rolex,  Cartier  and 
Coca-Cola  Bottling  of  Miami  as  spon- 
sors. (In  the  meantime,  his  multimil- 
lion-dollar investment  has  skyrocket- 
ed, as  have  property  values  through- 
out Wellington.) 

"The  more  people  who  see  polo,  the 
more  will  play,  and  that  has  to  be 
good  for  the  game,"  says  Ylvisaker, 
himself  a  top  amateur  player.  "We 
could  change  the  rules,  make  it  easier 
to  televise — everybody  could  enjoy 
the  game.  I'll  sell  polo  to  anyone  who 
wants  to  buy  it." 

"There  is  no  way  in  hell  to  make 
money  in  this  sport,"  smiles  Norman 
Brinker,  chairman  of  Pillsbury's  Bur- 


ger King  division.  Brinker,  51,  started 
playing  20  years  ago  with  farm  horses 
and  borrowed  tack.  Today  he  is  one  of 
the  nation's  top  amateur  players,  with 
a  condo  at  the  Palm  Beach  Club  and 
ten  ponies  stabled  outside  Dallas  at 
the  Willow  Bend  Polo,  Hunt  and  Ten- 
nis Club — which  he  owns.  If  polo  is 
such  a  moneyloser,  why  the  smile? 
"I'm  hooked,"  he  says.  "It's  a  disease. 
The  only  cure  is  poverty.  And  even 
that  wouldn't  stop  me." 

If  there  is  anything  to  be  gleaned 
from  these  diverse  views  of  polo  in 
the  Eighties,  it  is  that  the  centuries- 
old  sport  of  kings  may  finally  have 
something  to  offer  the  common  man. 
Polo,  easily  the  most  expensive  sport 
and  also  one  of  the  more  dangerous,  is 
making  a  comeback,  for  players,  spec- 
tators and  sponsors.  Last  year  the  U.S. 


The  Piaget  Cup,  polo 's  richest  prize 

Polo  reaches  "the  right  people." 
 , ......  

Palm  Beach  Polo 
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Edited  by  William  G.  Flanagan 

Polo  Association  awarded  perfect  ten- 
goal  ratings  to  two  Americans,  Tom- 
my Wayman  and  Memo  Gracida — the 
first  since  1951.  Low-goal  polo — short 
games  played  on  smaller  fields — and 
women's  teams  are  catching  on  in 
outposts  like  Sugar  Bush,  Vt.  and  Un- 
adilla,  N.Y.  New  clubs — like  Retama 
in  San  Antonio,  built  by  oilman  Steve 
Gose — are  springing  up  to  hold  World 
Cup  matches  and  encourage  crowds. 

Of  course,  this  isn't  the  first  time 
events  and  some  enterprising  individ- 
uals have  threatened  to  turn  polo  into 
a  spectator  sport  for  hoi  polloi.  In  the 
1930s  George  (Pete)  Bostwick  filled 
the  stands  at  Meadow  Brook  on  Long 
Island  with  $1 -admission  "Polo  for 
the  Public"  days.  And  it  isn't  the  first 
time  bluebloods  have  admitted  parve- 
nus: Cecil  Smith,  considered  by  some 
the  greatest  living  player,  was  the  son 
of  a  San  Antonio  rancher. 

What  makes  polo's  latest  resur- 
gence different  is  that  it  has  been  or- 
chestrated by  corporate,  not  family, 
money.  With  companies  willing  to 
pay  anywhere  from  $25,000  to 
$250,000  in  team  or  tournament 
sponsorship  to  place  their  names  be- 
fore the  wealthy  polo  faithful,  it  has 
become  a  simple  trick  to  put  up  a 
tournament  and  attract  world-class 
players.  Even  the  season — traditional- 
ly   winter    and  spring — has  been 


World  Cup  play  at  Palm  Beach 

Ah,  but  will  the  sport  be  vulgarized? 
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Buffet  lunch  at  the  Palm  Beach  Polo  and  Country  Club 
From  bluebloods  to  parvenus,  something  for  everyone. 
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Tailgating,  Palm  Beach  style 

Polo  isn't  for  bowling  fans,  yet. 


stretched.  This  fall  a  new  series,  the 
"Crown  Jewels  of  Polo,"  will  kick  off 
in  Houston  and  Dallas.  Tournament 
sponsors  are  two  European-based  jew- 
elry companies,  with  four  new-to- 
polo  team  sponsors — including  a  car 
company  and  a  bank.  "Through 
polo,"  says  Posey  Parker,  a  San  Anto- 
nio promoter  who  put  the  package 
together,  "companies  know  they  can 
reach  the  right  people." 

What's  happening  to  polo  these 
days,  then,  is  similar  to  what  hap- 
pened to  tennis  in  the  Seventies.  Polo 
is  even  picking  up  some  tennis  spon- 
sors: Prudential-Bache,  which  lost 
World  Championship  Tennis  to  Mer- 
cedes-Benz this  year,  did  a  World  Cup 
polo  team  instead.  But  unlike  tennis, 
which  except  for  Wimbledon  was 
never  especially  social,  polo  has  two 
things  to  sell — the  excitement  of  the 
game  and  the  allure  of  the  Beautiful 
People.  Or,  as  the  radio  ads  for  Palm 
Beach  Polo  put  it,  "Rompin',  stompin' 
pomp  and  circumstance." 

There  was  plenty  of  both  at  the 
finals  of  the  Piaget  World  Cup  last 
month  in  Palm  Beach.  Even  though  it 
was  two  weeks  past  the  end  of  the 
winter  social  season,  an  international 
crowd  of  Old  Guard,  athletes,  minor 
nobility  and  celebrities  came  out  Sat- 
urday afternoon  to  see  the  Boehm 
team,  sponsored  by  porcelain  heiress 
Helen  Boehm,  win  a  consolation 
match  in  honor  of  the  late  Winston 
Guest.  After  dancing  until  midnight 
at  the  Piaget  Ball,  everyone  except 
Andress  turned  up  12  hours  later  in 
polo  finery — blazers  and  flannels  for 
men,  silk  dresses  and  picture  hats  for 
women — to  sip  mimosas,  munch  lob- 


ster salad  and  wince  as  the  team  led 
by  England's  popular  Hipwood  broth- 
ers bested  hometown  favorites  White 
Birch/ Abercrombie  &  Kent,  10-8. 

Most  amateur  players  still  tend  to 
be  to  the  manner  bom,  but  most 
World  Cup  players  are  professionals — 


The  corporate  sponsor  in  evidence 
Subtler  than  a  billboard. 


that  is,  they  manage  to  support  them- 
selves playing  polo,  with  a  lot  of  help 
from  corporate  friends.  Since  it  costs 
$25,000  these  days  for  horseflesh 
alone  (at  least  six  quality  ponies), 
with  yearly  maintenance  another 
$30,000  to  $40,000,  players  can't  sur- 
vive on  their  meager  $10,000  cuts  of  a 
World  Cup  purse.  So  they  strike  deals 
with  the  sponsors:  expenses,  plus  an 
agreement  to  buy  the  six  horses  they 
will  ride  in  competition  for  an  outra- 
geous markup — say,  400% .  A  publicly 
traded  sponsor  might  find  that  hard  to 
justify,  but  a  privately  owned  one  like 
Boehm  or  Piaget  merely  accepts  it  as 
the  price  of  having  high-goal  players 
carry  its  colors.  Also,  there's  a  chance 
a  greater  fool  will  pay  an  even  higher 
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premium  to  own  the  pony  ridden  in 
World  Cup  play. 

Such  deals  are  already  disappearing 
as  polo  develops  like  any  other  profes- 
sional sport,  with  salaried  players  and 
more  or  less  permanent  sponsors. 
True  egalitarianism,  however,  is  a 
long  way  off.  "Anyone  who  thinks 
polo  is  a  snooty  sport,"  says  Allan 


Scherer,  Palm  Beach  club  vice  presi- 
dent, "should  go  down  to  the  stables 
and  actually  see  the  players  putting 
bandages  on  their  ponies'  legs  them- 
selves. I  mean,  that's  pretty  down-to- 
earth."  And  that's  comforting  to  tra- 
ditionalists, who  would  like  to  leave 
polo  just  the  way  it  is. 


A  primer  on  polo 


Bad  polo,"  says  George  Haas,  amateur  player  and 
president  of  New  York's  Haas  Financial  Corp.,  "is 
the  worst  thing  in  the  world."  Like  a  true  fanatic,  Haas 
is  overstating  the  case.  But  even  world-class  polo  can  be 
confusing  and  therefore  boring  if  you  don't  know  what 
to  watch  for.  Herewith,  a  primer  and  some  hints  to  help 
you  get  inside  the  sport  of  kings. 

Polo  is  played — indoors  and  outdoors — between  four- 
person  teams  on  a  field  the  size  of  IVi  football  grids — 
300  yards  long  by  1 60  yards  wide.  Goalposts  at  each  end 
of  the  field  are  8  yards  apart.  A  game  is  divided  into  six 
7-minute  periods,  or  chukkers,  with  players  changing 
to  a  fresh  horse  after  each 
chukker.  (Though  they 
are  commonly  called  pon- 
ies, the  horses  are  full-size 
Thoroughbreds.) 

The  object  of  the  game 
is  to  score  goals  by  knock- 
ing the  3-inch  willow  or 
bamboo-root  ball  between 
the  posts  with  a  wooden 
or  aluminum  mallet.  To 
equalize  weather  and  field 
conditions,  teams  change 
ends  after  each  goal.  In  ad- 
dition, polo  associations 
assign  each  player  a 
handicap  of  from  -1  to  10 
goals,  based  not  on  how 
many  goals  the  player  is 
likely  to  score  but  on  ex- 
perience and  frequency  of 
play.  (The  system  is  strin- 
gent: Less  than  10%  of  the 
world's  polo  players  are 
rated  above  three  goals.) 
Team  members'  ratings 
are  totaled,  and  the  high- 
er-rated team  then  spots 
the  lower-rated  team  the 
difference  in  their  handi- 
caps— similar  to,  say,  giv- 
ing points  in  a  football 
wager  or  spotting  strokes 
in  golf.  (For  example,  a  33- 
goal  team  would  have  to 
beat  a  26-goal  team  by  at 
least  8  goals.) 

Polo  is  sometimes  de- 
scribed as  hockey  on 
horseback  because  of  the 
amount  of  stick-  and 
body-checking  allowed. 


Players  in  ready  position — with  mallets  toward  none 
Watch  for  long  dribbles,  air  shots  and  no  spills. 


Hooking  mallets,  bumping  into  another  player  from 
behind  and  banking  a  shot  off  a  pony  are  all  perfectly 
legal.  Two  common  fouls — for  which  the  other  team 
receives  a  free  shot  on  goal — are  "crossing"  a  player's 
clear  path  to  the  ball  and  "abusing  the  pony"  by  using  it 
to  block  a  shot. 

You  know  you're  watching  good  polo  when  you  see 
long  downfield  dribbles  and  "air  shots" — players  pick- 
ing up  a  pass  in  midair.  Both  are  extremely  difficult  to 
execute  from  astride  a  horse  moving  at  30  miles  per 
hour.  You  know  you're  watching  bad  polo  when  players 
seem  to  make  an  inordinate  number  of  flubs — topping 

the  ball  or  missing  it  alto- 
gether. Also — the  exam- 
ple of  Prince  Charles  not- 
withstanding— if  players 
start  falling  off  their  pon- 
ies. Good  polo  is  graceful; 
bad  polo  looks  silly. 

A  polo  tradition  is  invit- 
ing spectators  onto  the 
field  at  halftime — be- 
tween the  third  and  fourth 
chukkers — to  stomp  div- 
ots left  by  the  horses' 
hooves.  This  is  usually 
more  recreational  than 
helpful:  Most  divots  occur 
in  front  of  the  goals,  but 
most  spectators  stomp  at 
midfield.  Sometimes  at 
the  end  of  a  match  tro- 
phies are  awarded  to  the 
best  player  and  best  pony, 
as  well  as  to  the  winning 
team.  But  if  you  want  to 
pay  a  player  a  high  com- 
pliment, tell  him  he  or  his 
horse  played  "with 
heart" — that  is,  flat-out 
and  self lessly.  Polo  purists 
believe  it  really  is  in  "how 
you  play  the  game." 

If,  despite  all  this,  polo 
leaves  you  cold,  remem- 
ber the  words  of  Philadel- 
phia Story  author  Philip 
Barry:  "The  prettiest  sight 
in  this  fine,  pretty  world 
is  the  privileged  class  en- 
joying its  privileges."  Just 
sit  back,  sip  your  gin  and 
tonic,  and  take  in  the  hu- 
man parade. — A.B. 
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Matched.  Matchless.  Seiko  Lassale. 
Design  that  reaches  the  realm  of  art. 
Thinness  at  times  almost  two-dimensional; 
bom  of  highest  quartz  technology. 

Other  models  available  in  14K  and  18K  gold. 
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Equality  in  the  nursery 

Is  your  wife  pregnant?  Congratula- 
tions— you  may  get  the  chance  to 
spend  up  to  six  months  all  by  yourself 
with  your  new  baby.  While  many  new 
dads  might  view  that  prospect  with 
mixed  emotions,  the  fact  is  that  pater- 
nity leaves  are  becoming  the  order  of 
the  day  in  some  big  corporations. 

In  fact,  about  10%  of  the  companies 
included  in  The  Forbes  Market  Value 
500  list  now  formally  permit  male 
employees  to  take  leaves  when  their 
wives  give  birth.  Many  others  have  no 
formal  policy,  but  will  usually  honor 
paternity  leave  requests  rather  than 
risk  sex  discrimination  suits  (such  as 
the  one  currently  under  way  at  NBC). 
And  in  the  public  sector,  the  practice 
is  even  more  popular: 
Agencies  ranging  from  the 
U.S.  Treasury  Depart- 
ment to  the  City  of  Coon 
Rapids,  Minn,  allow  new 
dads  time  off — if  they  re- 
quest it,  of  course. 

Levi  Strauss,  Prudential  Insurance, 
Security  Pacific  Bank  and  Johnson  &. 
Johnson  are  only  a  few  of  the  giant 
corporations  that  offer  paternity 
leaves  as  a  matter  of  formal  policy. 
As  with  any  new  fringe,  highly  com- 
petitive industries — including  com- 
puters, insurance  and  pharmaceuti- 
cals— have  been  the  quickest  to  adopt 
it.  While  the  benefit  itself  is  surpris- 
ingly widespread,  however,  many 
companies  say  only  a  handful  of 
males  have  elected  to  stay  home  in 
their  wives'  place. 

One  of  those  who 
did  is  Paul  Kempf,  a 
senior  programmer 
analyst  at  Security 
Pacific  Bank  in  Los 
Angeles.  Back  in 
August  1981  he  took  care  of  his  new 
son,  Scott,  for  ten  weeks  with  his 
wife.  "At  first  I  was  afraid  of  all  the 
responsibilities,"  comments 
Kempf,  whose  wife  went 
back  to  work  before  he  did. 
"But  only  good  things  hap- 
pened. Just  as  I'd  hoped,  my 
being  home  brought  us  closer 
together." 

Or  take  Bill  Barr,  a  software 
development  supervisor  at 
Bell  Labs,  who  went  on  pater- 


_ 


nity  leave  when  his  son,  Jamie,  was 
born  in  1981.  "I  didn't  want  to  be  the 
type  of  father  who  felt  nervous  every 
time  he  was  alone  with  his  infant 
son,"  says  Barr.  "But  after  VA  months 
as  a  full-time  parent  my  attitude  now 
is,  'Hey,  I  can  take  as 
good  care  of  him  as 
my  wife.' " 

In  most  cases, 
men  are  offered  the 
same  leave  tradi- 
tionally given  to 
women:  three  to  six  months  off  with- 
out pay,  but  with  benefits  continued 
and  a  guarantee  of  the  same  job,  or  a 
comparable  one,  to  come  back  to.  But 
some  employers,  such  as  New  York's 
Ford  Foundation,  do  even  better  than 
that.  The  Ford  Foundation  pays  men 
their  full  salary  for  up  to  eight  weeks. 
"Why  should  we  discriminate  against 
men?"  asks  Bob  Tolles,  spokesman 
for  the  agency.  "They  are  carrying 
more  and  more  of  the  household  bur- 
den, now  that  so  many  wives  work." 

For  some  two-career  couples,  pater- 
nity leaves  simply  make  better  sense 
financially  or  careerwise.  For  exam- 
ple, Tom  Berggren,  an  as- 
sociate at  the  San  Francis- 
co law  firm  of  Morrison  & 
Foerster,  took  care  of  the 
new  baby  for  two  months 
last  summer  so  that  his 
wife,  Lydia,  a  law  student, 
could  work  out  a  summer  job  with 
another  law  firm. 

Finances  dictated  the  decision 
when  Vinny  Parisi,  a  New  Jersey  Bell 
service  representative  pictured  on 
this  page,  stayed  home  after  his 
daughter,  Dana,  was  born.  Parisi 's 
wife,  a  Bell  supervisor,  earned  about 
$8,000  a  year  more  than  he. 
"I  would  have  had  to  go  out 
and  get  a  second  job  if  Kathy 
had  played  the  traditional 
role,"  he  says.  Parisi  enjoyed 
taking  care  of  his  daughter  so 
much  that  he  hopes  to  take 
another  leave  this  fall  when  the  cou- 
ple's second  child  is  born. 

Despite  the  obvious  attractions, 
though,  paternity  leaves  are  not  for 
everyone.  Some  men  are  too  insecure 
to  leave  the  office  for  a  long  stretch, 
and  others  cannot  afford  to. 
Peer  pressure  is  another  deterrent. 
Gail  Hale,  Levi  Strauss'  man- 
ager of  research  and  policy 
development,  says  only  one 
executive  there  has  exercised 
the  right  so  far;  generally, 
management  participation  is 
rare,  often  because  of  fears  of 
being  labeled  a  corporate 
lightweight.  James  Rose,  a 
budget  analyst  at  the  Ford 


Foundation,  took  one  week  off  when 
his  son  was  born  but  hesitated  to  stay 
home  longer.  "Professionals  earning 
large  salaries  are  accustomed  to  put- 
ting their  families  second  and  the 
company  first,"  Rose  says.  "They 
worry  that  paternity  leaves 
might  be  less  than  advanta- 
geous for  their  careers." 

In  addition,  businessmen  of- 
ten fear  that,  tied  to  the  baby 
carriage,  they  will  miss  the 
challenges  and  diversions  of  the 
office.  "WThen  we'd  get  together  with 
friends,"  says  Kathy  Parisi,  "I'd  be  the 
one  talking  about  business  and  world 
events,  and  Vinny  would  be  discuss- 
ing the  best  way  to  pin  a  diaper."  Bell 
Labs'  Bill  Barr  chased  away  those 
housewife  blues  by  working  on  his 
home  computer  terminal  whenever 
he  felt  the  urge.  But  lawyer  Tom  Berg- 
gren found  he  was  unable  to  do  the 
reading  and  writing 
he  had  planned  on  for 
his  leave.  "I  never  re- 
alized just  how  time- 
consuming  taking 
care  of  a  baby  and  the 
house  could  be,"  he 
says. 

It's  also  a  lonely 
life,  especially  for 
house-husbands.  "All  the  mothers 
would  look  at  me  as  though  I  was 
invading  their  territory  at  the  grocery 
or  the  pediatrician's  office,"  says 
Parisi.  "There's  no  sense  of  communi- 
ty," agrees  Barr.  "You're  not  just  an- 
other one  of  the  mothers." 

Nor  just  another  father.  Vinny  Pari- 
si's  most  embarrassing  moment  came 
when  he  was  playing  softball  and  his 
wife  stopped  by  after  work  to  find  out 
~]  whether  he  had  fed 
the  baby.  "Hey, 
mommy  on  second 
base,"  yelled  the  um- 
pire, "did  you  feed 
your  baby  yet?"  The 
otherwise  easygoing 
Parisi  told  his  wife  never  to  ask  that 
question  again  in  public — "just  feed 
the  baby." 

Any  adjustment  problems  in  re- 
turning to  the  office?  No,  most  new 
dads  agree:  They  were  ready — and  ea- 
ger— to  return,  and  none  reported  any 
negative  aftereffects  in  the  office. 

Overall,  few  regret  their  time  at 
home  with  the  baby.  "There  are  deep- 
er satisfactions  than  you  could  ever 
imagine,"  says  Barr.  There  are  also 
consolations  for  those  fathers  chang- 
ing diapers  when  they  could  be  chang- 
ing corporate  policy:  first  and  fore- 
most, knowing  that  they  have  a  job 
and  office  to  return  to. — Jill  Andresky 
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On  the  Docket 


Legal  trends  that  affect  your  business  and  investments 


Some  experts  think  the  EEC's  computer 
antitrust  case  will  collapse  just  like  the 
Justice  Department's.  Others  think  this  is  a 
game  of  politics,  not  law. 

IBM:  "Sit  up 

and  take  notice" 


By  Richard  Greene 
and  Janet  Bamford 

Back  in  1982,  when  the  Justice 
Department  settled  its  case 
against  IBM,  nearly  everyone 
thought  that  the  computer  company's 
antitrust  troubles  were  over.  Wrong. 
IBM  is  still  facing  an  antitrust  claim 
brought  by  the  European  Economic 
Community  (EEC).  After  six  years  of 
investigation,  the  action  began  largely 
at  the  behest  of  companies  in  the  U.S. 
computer  industry.  They  persuaded 
the  Europeans  to  follow  the  U.S.  gov- 
ernment's lead,  and  now  this  second 
suit  is  bubbling  to  a  boil. 

Many  U.S.  observers  see  the  EEC 
litigation  in  a  typically  U.S.  context, 
in  which  IBM  will  face  off  against  its 
adversaries  and  justice  will  triumph. 
So  they  take  IBM's  victory  here  as  a 
sign  of  sure  victory  abroad.  Reality, 
however,  is  far  more  complex. 

Despite  decades  of  trying,  European 
nations  have  been  unable  to  nurture  a 
domestic  computer  industry  that 
competes  across  the  board  with  IBM. 
The  opportunity  to  hit  back  through 
the  antitrust  laws  may  be  irresistible. 
"Europe  is  a  very  politicized  place, 
and  the  antitrust  laws  there  are  like  a 
game  of  fill-in-the-blanks,"  says  Bear, 
Stearns'  top-notch  litigation  analyst 
Calvert  Crary.  "That  makes  litigation 
there  ripe  for  political  pressures." 

If  IBM  is  overwhelmed  by  these 
pressures,  the  biggest  change  in  its 
business  practices  will  likely  be  hav- 
ing to  disclose  interface  information 
for  new  computers  as  soon  as  they  are 
announced.  Currently,  the  company 


doesn't  give  out  such  information — 
which  could  help  other  firms  to  dupli- 
cate products — until  its  new  ma- 
chines are  shipped.  Whether  such  dis- 
closure will  give  competitors  a  real 
weapon  against  IBM  is  debatable.  But 
IBM,  justifiably,  doesn't  want  to  give 
any  edge  to  the  competition. 
The  EEC  has  the  authority  to  col- 


lect up  to  10%  of  a  company's  rev- 
enues if  it  is  found  guilty  of  "abusing 
a  dominant  position" — breaking  anti- 
trust laws.  Based  on  IBM's  European 
revenues,  that  would  be  about  $600 
million,  but  John  Ferry,  the  British 
head  of  the  EEC's  Brussels-based  anti- 
trust division,  says  he  is  after  IBM's 
worldwide  revenues.  Though  the  EEC 
has  never  approved  a  fine  of  more 
than  5%,  that  still  comes  to  $1.7  bil- 
lion in  this  case.  Enough,  as  Ferry 
explains,  "to  make  IBM  sit  up  and 
take  notice." 

The  EEC,  of  course,  probably  has 
more  bark  than  bite.  When  it  went 


after  United  Brands  for  antitrust  vio-  ! 
lations  in  the  European  banana  trade,  ! 
it  fined  the  company  only  $1.2  mil- 
lion. But  IBM,  which  says  the  EEC 
asked  it  not  to  discuss  this  case,  is  j 
fighting  back  hard.  Among  its  law- 
yers: Cravath,  Swaine  &.  Moore,  the 
Wall  Street  law  firm  that  successfully 
fought  the  Justice  Department  suit, 
and  several  of  the  most  prestigious 
attorneys  in  Europe. 

The  U.S.  government,  embarrass- 
ingly, has  argued  on  both  sides  of  this 
case.  "When  the  EEC  decided  to  bring 
the  IBM  complaint,  it  was  encouraged 
by  previous  Administrations,"  recalls 
an  antitrust  specialist  who  practices 
in  Belgium.  "Then  the  political  ad- 
ministration changed,  and  its  IBM 
case  ended.  Simultaneously,  the  U.S. 
intervened  in  IBM's  behalf.  I  can't 
think  of  any  situation  where  your 
government  has  lobbied  so  directly 
for  an  American  corporation." 

Perhaps  because  of  that,  Wall  Street 
doesn't  seem  to  be  worried.  Many  an- 
alysts aren't  following  the  EEC  case, 
and  those  who  are  largely  think  it  will 
soon  be  settled  painlessly.  The  Com- 
munity, in  fact,  has  recently  sent  IBM 
a  Statement  of  Objections,  to  which  it 
sought  a  reply  by  the  end  of  April. 
"The  terms  of  the  settlement,  as  I 
understand  them,  are  very  light,"  says 
Tom  Crotty  of  the  Gartner  Group, 
which  follows  IBM  closely. 

The  EEC's  Ferry  disagrees.  "The 
new  Statement  of  Objections  doesn't 
revise  the  charges.  It  asks  for  reme- 
dies," he  contends.  Some  observers, 
in  fact,  think  that  all  the  heavy  lobby- 
ing has  only  made  the  EEC  even  more 
intransigent.  "Here  IBM  was  running 
a  campaign  showing  it  was  a  good 
EEC  citizen,  employing  some  90,000 
Europeans,"  says  Ferry.  "But  the  min- 
ute it  got  into  trouble,  it  called  Uncle 
Sam  in.  It  lost  credibility." 

There  is,  however,  irony  amidst  all 
this  uncertainty  and  rumor.  U.S.  com- 
panies like  Memorex  and  Amdahl, 
which  pushed  to  get  the  EEC  case 
going,  won't  be  the  biggest  winners  if 
IBM  loses.  European  firms  won't  even 
get  a  real  boost,  since  they  are  too 
splintered  to  compete  across  the 
board.  Instead,  the  chief  beneficiaries 
are  likely  to  be  the  Japanese,  who  can 
duplicate  IBM's  key  designs  even  fast- 
er if  they  see  them  sooner. 

To  the  folks  in  Toyko,  this  must  be 
like  the  old  vaudeville  routine:  "Let's 
you  and  him  fight."  ■ 
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Will  your  company 
continue  on  / 
the  course  you  set  / 
when  you're  ys 
no  longer 
around? 

/ 

/ 


Everybody  will  think 
they  know  exactly  what  you 
had  in  mind  for  the  company, 
rest  your  soul. 

But  they'll  be  seeing  it 
through  their  eyes.  Not  yours. 

Long-term  company 
objectives  have  a  way  of 
becoming  subjective. 

Especially  if  the  one  who 
set  them  is  long  gone. 

An  estate  plan  will  get  the 
ownership  where  you  want  it. 

But  to  help  keep  the  com- 
pany alive  and  well,  you  should 
line  up  a  professional  executor 
with  an  empathetic  but  clear 
understanding  of  how  you 
view  your  company.  Now.  To 
evaluate  options  the  way  you 
would.  Then. 

Down  the  line  someone's 
going  to  have  some  tough  de- 
cisions to  make.  Should  they 
sell  the  company  to  a  con- 
glomerate? Look  for  new 
management?  Take  over 
themselves?  Or  dissolve  the 
company  and  walk  away? 

Who's  really  going  to 
make  that  kind  of  call  after 
you're  gone? 

You  are. 

CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago.  231  South  LaSalle  Street,  Chicago,  Illinois  60693 
Nic  Manocheo,  Trust  fit  Investment  Services,  |  312)  828-3507 


Denver  •  Detroit  •  Houston  •  Los  Angeles  •  Minneapolis  •  New  York  •  St  Louis  •  San  Francisco  •  Seattle  •  White  Plains 


Ideas  that  make  money 
are  our  business. 


I 


How  our  analysts  come  up  with  themp 

is  their  business. 


Sometimes  the  best  way  to  solve  a  problem 
is  to  let  the  imagination  soar  far  beyond  it. 

That's  why,  at  Drexel  Burnham  Lambert, 
we  don't  expeet  our  research  analysts  to 
adhere  to  strait  and  narrow  views. 

This  is  how  we  work.  We  give  our  people 
a  basic  strategic  direction  to  mink  about. 
Knowing  full  well  that  they'll  use  it  as  a 
take-off  point  for  their  own  very  individual 
thinking. 

It's  a  technique  that  may  sound  a  bit  high- 
flown  for  an  investment  banking  and 
securities  firm.  But  it  works. 

It  could  work  for  you.  If  you'd  like  to 
know  more  about  our  creative  approach  to 
investing,  make  it  your  business  to  give 
Drexel  Burnham -Lambert  a  call. 

Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


60  Broad  Street,  New  York,  NY  I0O04  (212)  480-6000.  Offices  in  principal  financial  centers  uvrlduide 
Copyright,  Drexel  Burnham  Lambert  Incorporated,  1983.  Member  SIPC. 


The  Forbes/Wilshke  5000  Review 
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Market  Value  of  Wilshire  5000: 
$1,701.6  billion  as  of  4/29/83 
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I  Wilshire  5000  equity  index  

"The  total  price  of  all  stocks  for 
.  which  daily  quotations  are  1  


so- 


-  available,  weighted  by  market  value. 


Dow  Jones  industrial  average 
The  total  price  of  30  blue-chip  industrial 
'  stocks,  adjusted  to  reflect  splits. 
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tewed  np.  The  market  continues  its  move  into  unchart- 
d  territory.  After  flirting  with  the  1200  level  for  a  number 
f  sessions,  the  Dow  finally  closed  above  this  bench- 
mark— an  achievement  that  early  last  summer  only  the 
lost  optimistic  of  market  watchers  thought  possible. 
Vhat's  more  important,  of  course,  is  that  all  other  major 
idexes  also  made,  and  proceeded  to  break,  new  records, 
lie  30-stock  Dow  industrials  and  the  Amex  market  value 
ndex  each  advanced  4.7%  over  the  last  two  weeks.  The 
itrength  of  the  Amex  is  due,  in  part,  to  energy  issues.  Oils 
lave  been  strong  performers  since  mid-March. 
The  price-to-earnings  multiple  on  the  overall  market  is 


also  performing  impressively.  The  Wilshire  index  of  al- 
most 5,000  securities  is  now  priced  at  an  average  14.5 
times  earnings.  Utilities,  banks  and  energy  are  perhaps  the 
only  sectors  where  a  significant  number  of  companies  now 
trade  at  less  than  7  times  earnings.  Back  in  August,  the 
entire  market  was  trading  in  that  range. 

There  were  some  encouraging  signs  in  first-quarter  prof- 
its— especially  with  the  major  auto  firms — but  other  earn- 
ings announcements  still  brought  plenty  of  recession-bred 
disappointments.  The  real  question  now:  How  much  high- 
er will  investors  push  the  price  side  of  the  P/E  equation 
before  they  demand  that  earnings  catch  up? 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

7.3 

7.3 

2.5 

7.1 

9.6 

8.2 

in  last  52  weeks 

42.8 

40.6 

44.5 

40.5 

57.6 

58.7 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

6.4 

9.0 

9.0 

6.0 

8.8 

8.4 

5.6 

8.2 

9.1 

7.1 

6.8 

9.6 

in  last  52  weeks 

42.0 

100.9 

97.1 

47.7 

70.8 

114.2 

40.7 

109.4 

108.7 

50.2 

54.2 

93.5 

i  ;  Jased  on  sales. 

i  \  stock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
I  i\  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

1 

lote:  All  data  for  periods  ending  4/29/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Route  66.  Wall  Street  made  a  long  overdue  discovery — the 
automobile.  During  the  last  two  weeks  all  four  U.S.  auto- 
makers hit  52-week  highs.  Profitable  first  quarters  for  GM, 
Ford  and  Chrysler  surely  helped,  even  though  the  numbers 
were  boosted  by  inventory  adjustments  and  income  from 
finance  subsidiaries. 
Consumer  durables  led  the  industry  groups  with  a  7.4% 


two-week  gain.  Several  major  air  carriers,  meanwhile, 
reported  large  losses,  and  the  transportation  group  eked! 
out  only  a  0.4%  gain.  Utilities  were  also  comparatively] 
weak,  showing  just  a  1.9%  rise  in  a  market  that  was 
otherwise  quite  strong.  Despite  tempting  yields  and  P/Es' 
that  are  often  half  the  market  multiple,  this  group  has  not 
peformed  well  recently. 


Percent  change  in  last  52  week*  ■"j^^  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


Detour  ahead?  Stocks  keep  rising,  but  the  composite  monitoring  this  data  last  summer.  Utilities,  however,  are 
buy/sell  opinion  of  analysts  surveyed  by  Wilshire  Asso-  clearly  the  analysts'  current  favorites.  Do  the  experts 
ciates  is  now  lower  than  at  any  time  since  we  began    anticipate  rising  interest  rates  and  a  falling  market? 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.56 


2.64 


2.72 
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A 
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Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Utilities 

2.62 

2 

2 

2 

Energy 

2.77 

1 

1 

3 

Technology 

2.77 

3 

3 

4 

Capital  goods 

2.77 

4 

4 

5 

Raw  materials 

2,79 

6 

6 

6 

Finance 

2.82 

7 

7 

7 

Transportation 

2.86 

5 

5 

8 

Consumer  nondurables 

2.87 

8 

8 

9 

Consumer  durables 

2.91 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy)  to  5  (strong  selll.  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  group 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  abo^e.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  4/29/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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On  newsstands 
Penthouse  outsold  all  of 
these  magazines 
combined!" 
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PENTHOUSE 

IT'S  A  BUSINESS  DECISION 


Funds  investing  outside  the  U.S.  have  missed 
much  of  the  market's  recent  gain.  Does  that 
mean  they  will  play  catch-up  soon? 

Waiting  for  the 
double  whammy 


By  John  A.  Byrne 

T|hose  venturesome  folks  who 
invest  in  funds  that  buy  foreign 
stocks  have  missed  much  of  the 
current  market  rally.  As  a  group  these 
funds  show  12-month  gains  that  are 
less  than  half  those  of  their  domestic 
counterparts.  Until  late  last  year,  in 
fact,  most  of  the  funds  ranked  below 
carried  annual  performance  declines. 

The  strong  dollar  caused  much  of 
the  problem.  Strip  away  currency 
losses,  for  example,  and  Kemper  regis- 
tered a  respectable  12-month  return 
of  14.2%  through  September  1982, 
even  though  its  dollar-adjusted  perfor- 
mance was  -2.7%.  That's  only  half 
the  story:  Unfortunately,  many  for- 
eign equity  markets  were  also  weaker 
than  Wall  Street  for  economic  rea- 
sons. As  the  adage  goes,  when  the  U.S. 
sneezes,  the  world  catches  a  cold. 

These  days,  however,  the  U.S.  is 
performing  impressively — and  many 
experts  think  foreign  stock  econo- 
mies could  play  catch-up.  Other  mar- 
kets already  appear  to  have  bottomed. 
Since  August,  for  example,  exchanges 
in  Europe,  Australia  and  the  Far  East 
are  up  almost  half  as  much  as  the 
U.S.  averages.  "Once  the  recovery 
gets  under  way,  you'll  find  more  up- 
side potential  overseas,"  says  John 
Ford,  vice  president  of  Rowe  Price- 
Fleming  International. 

Currency  gains  are  possible,  too. 
Many  experts  think  the  dollar  is 
bound  to  soften,  bringing  an  extra 
helping  of  gains  to  anyone  with  an 
international  portfolio.  "We  now 
have  the  potential  for  a  double  wham- 
my: the  likely  decline  of  the  dollar 
and  appreciation  in  foreign  stock  mar- 
kets," says  Nicholas  Bratt,  who  man- 
ages Scudder  International's  $80  mil- 
lion portfolio. 
The  most  important  foreign  market 


for  most  funds  is  Japan,  where  inter- 
national investors  typically  have  the 
greatest  single  portion  of  their  assets. 
Among  the  most  bullish  at  the  mo- 
ment is  Ford  of  Rowe  Price-Fleming. 
His  $100  million  fund  is  over  50% 
invested  in  Japan,  up  from  36%  just 
six  months  ago.  Ford  favors  what  he 
calls  "quality,  cyclical  companies" 
such  as  Asahi  Glass,  Matsushita  Elec- 
tric and  Marui,  a  retailer. 

Kemper's  Robert  Stephens,  who 
manages  his  fund  from  Glasgow,  is 
less  enthusiastic  about  Japan.  He 
thinks  the  growth  of  trade  barriers 
will  hurt  Japanese  exports  and  slow 
economic  growth.  He  also  prefers  to 
keep  his  money  out  of  well-known 
names  such  as  Fujitsu  and  Hitachi- 
Maxell.  Instead,  fully  10%  of 
Kemper's  portfolio  is  invested  in  Japa- 
nese utilities  like  Kansai  Electric 
Power.  It  offers  a  5%  dividend  yield, 
vs.  the  1.5%  that's  typical  in  Japan. 
Kansai  and  other  utilities  could  bene- 
fit handsomely  if  the  yen  strengthens, 


Assets 

Fund  (millions) 


Great  Pacific  Fund  $  13.9 

Kemper  International  26.5 
Merrill  Lynch  Pacific  40.0 


Scudder  International  79.1 
T  Rowe  Price  International  101.0 
Transatlantic  Fund  27.8 


Composite  of  international  funds 
Composite  of  domestic  funds 


oil  prices  continue  to  decline  and  in- 
terest rates  fall. 

Scudder's  Bratt  also  saves  most  of  I 
his  enthusiasm  for  elsewhere.  "Al- 
though we  think  Japan  is  a  good  place 
from  a  secular  point  of  view,"  he  ex- 
plains, "we  see  a  stronger  cyclical  re-l 
covery  in  Europe,  which  has  gone  to 
the  dogs  for  nearly  ten  years."  Bratt  is 
particularly  optimistic  about  Bel- 
gium, which  introduced  a  law  in  late 
1981  that  gives  tax  benefits  for  invest- 
ing in  the  stock  market.  Similar  legis- 
lation was  enacted  in  France  in  1978, 
he  notes,  and  the  market  there  dou- 
bled two  years  later.  At  the  moment, 
6%  of  Scudder  International's  portfo- 
lio is  committed  to  Belgium,  in  hold- 
ings like  E.B.E.S.  and  Electrobel,  both 
utilities;  Delhize,  a  food  retailer;  and 
Banque  Bruxelles  Lambert. 

The  Netherlands  and  Scandinavia 
are  also  now  showing  up  in  several 
international  portfolios.  "The  stock 
markets  there  had  been  dull  perform- 
ers for  a  long  time  and  were  very 
much  out  of  favor,"  says  Stephens. 
"But  buried  among  the  dross  are  some 
very  interesting  nuggets."  His  glitter- 
ing finds  include  Gist-Brocades,  a 
Dutch  biotechnology  company  that 
has  risen  80%  in  value  since  Septem- 
ber; Novo,  Denmark's  well-known  in- 
sulin producer,-  Astro,  a  Swedish  phar- 
maceutical concern;  and  L.M.  Erics- 
son, the  telecommunications  giant. 

Before  you  pour  money  into  an  in- 
ternational fund,  however,  remember 
that  the  optimistic  outlook  for  these 
investments  rests  heavily  on  the 
strength  of  the  U.S.  recovery.  If  the 
economy  here  falters,  turnarounds 
elsewhere  could  do  worse  than  mere- 
ly stall.  In  addition,  rising  interest 
rates  in  the  U.S.  could  keep  the  dollar 
strong  and  eliminate  the  chance  for1 
currency  conversion  gains.  ■ 


Performance 


5-year  1-year  first- 

Ito  Mar  '83)    (to  Mar  '83)  quarter 


41.5%  11.9%  3.8% 

—  25.1  7.7 

72.8  21.5  0.8 


95.6  31.5  12.8 
25.9  4.9 

65.7  20.4  14.3 


68.9  22.7  7.4 

172.2  48.9  11.4 


Source  Lipper  Analytical  Services 


Home  is  where  the  action  was 

These  six  funds  invest  entirely  But  portfolios  with  a  foreign  ac- 

outside  the  U.S.  As  the  numbers  cent  will  benefit  if  the  dollar  weak- 

indicate,  this  has  produced  below-  ens  and  if  overseas  economies 

average  results  in  recent  months,  emulate  the  U.S.'  recovery. 
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This  announcement  is  neither  an  otter  to  sell  nor  a  solicitation  of  an  otter  to  buy  any  of 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 

New  Issue 


1,600,000  Shares 


The  Home  Depot,  Inc. 


Common  Stock 


Price  $34.75  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement 
is  circulated  from  only  such  of  the  Underwriters,  including  the  undersigned, 
as  may  lawfully  offer  the  securities  in  such  State. 


Bear,  Stearns  &  Co. 


Morgan  Stanley  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 


Hambrecht  &  Quist 

Incorporated 

Prudential-Bache 

Securities 


Shearson/American  Express  Inc. 
Dean  Witter  Reynolds  Inc. 
William  Blair  &  Company 
Oppenheimer  &  Co.,  Inc. 
Stephens  Inc. 

April  25, 1983 


Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 


Invemed  Associates,  Inc. 

Alex.  Brown  &  Sons 


Drexel  Burnham  Lambert 

Incorporated 


E.  F.  Hutton  &  Company  Inc 


Kidder,  Peabody  &  Co. 

;ed 


Incorporat 

L.  F.  Rothschild,  Unterberg,  Towbin 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 
Salomon  Brothers  Inc 
Wertheim  &  Co.,  Inc. 
Robinson  Humphrey/American  Express  Inc 
A.  G.  Edwards  &  Sons,  Inc.  Montgomery  Securities 

Robertson,  Colman  &  Stephens  Rothschild  Inc. 

Thomson  McKinnon  Securities  Inc. 


Statistical  Spotlight 


In  good  times  and  bad,  someone  has  to  take 
away  the  garbage.  If  you  can  do  it  better 
and  cheaper,  you  're  a  service  company. 


New  wave? 


By  Steve  Kit  hen 
and  Paul  Born  stein 


Granted  that  the  line  between 
manufacturing  and  service 
companies  has  always  been  a 
little  fuzzy,  the  trend  has  neverthe- 
less been  clear.  Most  people  are  likely 
to  have  increasing  amounts  of  time 
and  disposable  income  to  consume 
the  services  of  others — whether  it  be 
restaurants,  movies,  physical  fitness 
or  recreation  centers  or  investment 
management.  The  question  is,  how's 
an  aggressive  investor  to  play  the 


trend?  Where  are  the  services  growth 
stocks  of  tomorrow  to  be  found? 

Recall  how  Ray  Kroc  took  the  old 
hamburger  and  offered  a  low-priced, 
standardized  product  that  put 
McDonald's  on  the  map  of  almost  ev- 
ery major  town  in  America?  Too  late. 
With  annual  sales  of  $2.8  billion  and  a 
McDonald's,  Burger  King  or  Wendy's 
already  occupying  the  choicest  real 
estate,  it  is  unlikely  that  McDonald's 
will  ever  be  able  to  repeat  its  earlier 
growth  rate.  Now  McDonald's  is  fine, 
if  it's  blue  chips  you  want. 

But  something  like  Chi-Chi's — one 


of  1 1  food  companies  in  the  table  be 
low — could  still  have  its  best  years 
ahead  of  it.  Chi-Chi's  operates  family- 
style  Mexican  restaurants.  There 
were  only  four  stores  just  four  years 
ago.  Now  there  are  94,  compared  with 
McDonald's  more  than  5,900 — and 
that's  in  the  U.S.  alone.  Maybe  man- 
agement can  continue  to  provide  the 
right  strategy  for  growth,  maybe  not. 
According  to  analyst  Ronald  Strauss 
of  William  Blair,  Chi-Chi's  growth 
will  slow  somewhat,  but  it  will  still 
be  well  over  20%  for  the  next  few 
years.  If  you're  hunting  for  the  spec- 
tacular successes  of  tomorrow,  those 
kinds  of  numbers  sound  appealing. 

We  culled  the  databases  at  Los  An- 
geles' William  O'Neil  &  Co.  for  a  list 
of  possible  high-growth  candidates  in 
the  services  sector.  We  looked  for 
companies  that  look  today  like 
McDonald's  did  in,  say,  1965.  We 
wanted  revenues  not  yet  $200  mil- 
lion; good  debt-to-equity  ratios,  earn- 
ings trends,  growth  rates;  and  good 
returns  on  equity.  In  addition  to  the 
expected  crop  of  fast-food  servers,  we 
found  several  interesting  firms. 

Take  Solon  Automated  Services, 
which  runs  coin-operated  laundries  in 
apartment  buildings.  Or  Laidlaw  In- 
dustries, which  collects  and  disposes 
of  solid  waste. 

The  earnings  of  most  of  the  listed 
companies  have  greatly  outperformed 
the  S&P's  500  for  the  past  five  years 
(see  table).  Eight  of  these  companies 
outgrew  it  1,000%  or  more.  (Keep  in 


Selective  services 


Like  any  company,  once  a  service  firm  grows  very 
large,  it  becomes  harder  to  expand  earnings  at  a  high 


rate.  These  61  firms — all  with  sales  under  $200  mil- 
lion— should  still  be  a  long  way  from  topping  out. 


Earnings    — Return  on  equity — 


Latest 

growth 

latest 

Recent 

 12-months  

relative  to 

5-year 

12 

Sales* 

Debt/ 

Exch 

Company /business 

price 

EPS 

P/E 

S&P's  500 

average 

months 

Imil) 

equity 

0 

ACMAT  Corp/building  contractor 

9 

$0.78 

11.5 

1,007% 

22% 

26% 

$18.9 

55% 

n 

Ad  vest  Group/securities  brokerage 

23% 

1.55 

15.4 

255 

22 

18 

88.3 

14 

0 

AFA  Protective  Sys/fire,  theft  protection 

37 

4.31 

8.6 

550 

NA 

15 

17.4 

23 

o 

Amer  Recreation  Ctrs/bowling  centers 

16 

1.48 

10.8 

255 

19 

17 

19.4 

59 

0 

Aviation  Group/airfreight  services 

25  V4 

1.11 

22.7 

NA 

NA 

25 

23.9 

48 

a 

BDM  Intl/tech  svcs  for  Defense  Dept 

61 

2.06 

29.6 

268 

19 

18 

118.3 

0 

a 

Beefsteak  Charlie's/restaurants 

75/s 

0.84 

9.1 

523 

18 

23 

100.0 

48 

a 

Bowl  America/bowling  centers 

9'/8 

1.18 

7.7 

121 

17 

17 

16.7 

28 

o 

CERBERONICS/eng  svcs  for  Defense  Dept 

22% 

1.20 

19.0 

711 

23 

35 

18.9 

0 

0 

Chi-Chi's/Mex-style  restaurants 

24% 

0.56 

43.5 

1,517 

10 

32 

76.4 

96 



0 

Comarco/engineering  svcs 

15V4 

0.46 

33.7 

1,141 

NA 

16 

16.4 

82 

0 

Comdata  Network/money  transfer  svcs 

40'/2 

0.78 

51.9 

671 

42 

40 

26.5 

4 

0 

Commonwealth  Theaters/movie  theaters 

24 

2.38 

10.1 

174 

17 

17 

79.2 

63 

0 

Commun  Inds/communication  svcs 

32% 

1.05 

31.2 

322 

19 

19 

61.5 

4 

n 

Com  Psychiatric  Ctrs/psychiatric  hosps 

32% 

1.17 

27.7 

416 

'  22 

25 

126.1 

50 

0 

Comprehensive  Care/health  care  svcs 

29 

1.00 

29.0 

631 

22 

20 

83.6 

9 

0 

Computer  Factory  /computer  stores 

11% 

0.32 

36.7 

1,221 

NA 

24 

13.3 

0 

a 

Countrywide  Credit  Inds/first  mortgage  loans 

10% 

0.43 

23.8 

255 

35 

17 

13.2 

NA 

0 

CP  Rehab/health  care  svcs 

\m 

0.22 

84.1 

752 

26 

18 

6.3 

10 

0 

Cracker  Brl  Old  Cty  St/restaurants,  gift  shops 

26 

1.19 

21.8 

255 

21 

20 

40.2 

81 

•Latest  12  months.    NA:  Not  available.   NM:  Not  meaningful,   a:  American  Stock  Exchange 


n:  New  York  Stock  Exchange    o:  over-the-counter. 

Source  William  O'Neil  &  Co 


184 


FORBES,  MAY  23,  1983 


I 


mind  that,  over  time,  such  growth 
rates  must  slow  down.) 

Nutri/System  leads  our  list  with  a 
relative  growth  rate  of  1,611%.  Its 
jopular  weight-loss  centers  multi- 
Dlied  from  111  in  July  1978  to  660  in 
January  1983.  Analyst  Donald  Heeter 
}f  Tucker  Anthony  advises,  "This 
:ompany  won't  see  the  growth  that  it 
nas  averaged  over  the  past  five  years, 
Dut  over  the  next  three  years  the  fig- 
are  could  average  20%  to  25%."  Since 
1981  Nutri/System  has  acquired  Fox 
Morris,  a  personnel  agency,  Gloria 
Marshall  Figure  Salons  and  Nutrient 
Cosmetics,  but  it  has  yet  to  show  that 
it  can  wring  the  same  levels  of  growth 
from  these  new  businesses. 

Comdata  Network  is  on  the  leading 
;dge  of  electronic  funds  transfer,  with 
an  especially  popular  product:  instant 
:ash.  The  company  got  started  by  pro- 
viding truckers  with  quick  cash  while 
they  are  on  the  road,  then  expanded 
into  the  casino  market,  where  it  ser- 


vices patrons  who  have  credit  cards 
but  a  sudden  shortage  of  chips.  Com- 
data's  latest  service  is  a  product  called 
Comvoy,  which  lets  truckers  tap  into 
computers  to  look  for  a  paying  load 
for  the  return  trip. 

As  the  postwar  baby  boom  ages, 
health  care  services  will  come  into 
their  own.  Comprehensive  Care,  for 
example,  owns  and  operates  11  hos- 
pitals for  alcoholism  and  emotional 
problems  and  also  has  94  contract 
programs,  mainly  for  alcoholism,  in 
other  hospitals.  The  firm  made  its 
name  by  treating  such  personalities 
as  Billy  Carter  and  Betty  Ford.  Jules 
Marx,  at  Laidlaw,  Adams,  feels  Com- 
prehensive Care  still  has  a  lot  of 
opportunities:  "The  company  gener- 
ated some  $75  million  in  cash  over 
the  past  three  years  and  now  has 
the  ability  to  add  more  freestanding 
hospitals." 

Since  fixed  costs  are  usually  much 
lower  in  services  than  in  relatively 


capital-intensive  manufacturing,  ser- 
vice companies  are  less  vulnerable  to 
cyclical  economic  swings.  Yet  they 
still  can  take  advantage  of  economies 
of  scale,  product  standardization  and 
centralized  management  and  train- 
ing. But  only  a  select  few  will  achieve 
as  prosperous  a  middle  age  as 
McDonald's.  Remember  Wesson's 
Hamburgers,  Carrols  Hamburgers 
and  Gino's?  How  about  Itel,  once  a 
star  in  the  computer-leasing  field, 
now  struggling  to  get  out  of  Chapter 
11?  Seventeen  of  the  following  com- 
panies sell  at  a  dicey  P/E  of  29  or 
more — at  least  2  times  higher  than 
the  Wilshire. 

As  you  shop,  look  for  well-managed 
companies  with  good  products,  strong 
brand  identification  and  an  ability  to 
adjust  to  shifting  markets.  Anything 
dependent  on  what  might  be  just  a 
passing  fad — like  the  marriage  of  piz- 
za pies  and  video  games — could 
quickly  pass  from  the  scene.  ■ 


Earnings 

— Return  on  equity — 

Latest 

growth 

latest 

Recent 

 12-months  

relative  to 

5-year 

12 

Sales* 

Debt/ 

Exch 

Company /business 

price 

EPS 

P/E 

S&P's  500 

average 

months 

(mil) 

equity 

I  ° 

Discount  Corp  of  NY/financial  services 

83 

$23.26 

3.6 

NA 

40% 

47% 

10/0 

I  n 

Dreyfus  Corp/manages  mutual  funds 

SA 

6.50 

8.3 

QAA0/ 

yoo  /o 

38 

59 

100  1 

U 

li  0 

r^nnlrin'  HiiniitG/rinniit  cnnnc 
L/UUKIU  LIUUUIJ/UUUUL 

21% 

1.46 

14.8 

242 

18 

19 

77  A 

R1 
01 

_ 

Evaluation  Resrch/eng  svcs  for  Defense  Dept 

1U/2 

0.44 

23.9 

30  0 

25 

24 

171 

cc 
DD 

a 

Geothermal  Res  Intl/leases  trans  eq;  geothm 

im 

1.79 

6.4 

NA 

19 

28 

17.7 

4 

1  ° 

Godfather's  Pizza/pizza  restaurants 

0  1  5/o 

0.65 

33.3 

1  SH3 

60 

83 

AC\  0 

4U.z 

TA 

0 

Grey  Advertising/advertising 

80 

11.22 

7.9 

1 0 1 

22 

21 

1  40  1 

0 
z 

a 

Gross  Telecasting/broadcasting 

SI  Vo 

4.26 

12.1 

1  34 

17 

18 

1  4  1 

n 
u 

n 

Integrated  Resources/ financial  services 

OJ/S 

2.42 

14.6 

AAA 

14 

18 

1 7A  n 

QA 

0 

IDT  f           /ID  U-  V~\  i < \r  riotuncfl  Hunt 

ik  i  v~orp/Kou_j  tor  uetense  uept 

71/* 

0.26 

27.9 

300 

4 

18 

SA 
DO 

1  0 

Kelly  Johnston  Ent/Mex-style  restaurants 

143/8 

0.43 

33.4 

1,382 

24 

19 

36.2 

50 

!  O 

Laidlaw  Inds/waste  disposal  svcs 

21 

0.92 

22.8 

309 

17 

18 

74.6 

38 

0 

LCS  Inds/direct  mail,  mktg  svcs 

9Vi 

0.53 

17.9 

NA 

8 

26 

9.4 

45 

o 

LiT  Champ  Food  Stores/convenience  stores 

22  Vi 

1.54 

14.6 

255 

15 

17 

60.6 

24 

0 

UN  Broadcasting/broadcasting 

36V4 

1.85 

19.7 

242 

19 

19 

88.4 

97 

n 

Lomas  &  Nettleton  Fnl/mortgage  banking 

54% 

3.43 

16.0 

322 

18 

19 

166.4 

51 

n 

Luby's  Cafeterias/cafeterias 

30  Vs 

1.43 

21.1 

282 

22 

23 

135.5 

9 

f  0 

Nuclear  Support  Svcs/tech  svcs  for  utilities 

12% 

0.93 

13.2 

1,423 

41 

34 

18.0 

0 

n 

Nutri/System/weight-loss  centers 

25% 

2.15 

11.7 

1,611 

54 

66 

167.5 

0 

0 

Pay co  American/collection  agency 

141/2 

0.97 

14.9 

309 

14 

21 

38.3 

0 

0 

Perceptronics/R&D  for  US  government 

13% 

0.25 

55.0 

NA 

13 

33 

5.5 

2 

f  0 

Pioneer  Group/undrwrts,  distrib  mut  funds 

40!/2 

1.93 

21.0 

591 

68 

61 

15.1 

0 

i  0 

Pizza  Ventures/Godfather's  Pizza  franchises 

31 

0.71 

43.7 

523 

33 

27 

19.6 

11 

1  0 

Quotron  Systems/financial  information  svcs 

53  Vi 

1.05 

51.0 

403 

20 

19 

120.9 

1 

0 

RCM  Technologies/tech  supt  aerospace  ind 

% 

0.04 

18.8 

NA 

4 

15 

6.7 

1 

1  0 

Rehab  Hosp  Svcs/health  care  svcs 

13i/4 

0.41 

32.3 

NA 

20 

22 

8.5 

87 

D 

Rollins  Envir  Svcs/pollution  control  svcs 

I6V4 

0.62 

26.2 

NA 

4 

19 

43.8 

66 

1  0 

Ryan's  Family  Steak  House/restaurants 

371/4 

0.71 

52.5 

886 

32 

41 

11.8 

92 

0 

Safecard  Services/credit  card  loss  svcs 

22 

0.79 

27.8 

523 

26 

33 

47.1 

0 

1  0 

Sandwich  Chef/restaurants 

15'/2 

0.76 

20.4 

NA 

NA 

26 

18.3 

14 

L  0 

Seven  Oaks  Intl/coupon  redemptions 

13 

0.60 

21.7 

81 

29 

15 

16.7 

3 

0 

Shop  &  Go/convenience  stores 

9'/4 

0.93 

9.9 

362 

23 

25 

193.8 

16 

]  0 

Snelling  &  Snelling/employment  centers 

6V2 

1.12 

5.8 

483 

20 

22 

21.8 

47 

|l  0 

Solon  Automated  Svcs/coin-op  laundries 

29 

2.65 

10.9 

148 

17 

18 

99.3 

52 

I  0 

Synergistic  Com  Grp/mktg  &  ad  research,  svcs 

6% 

0.81 

8.5 

577 

19 

42 

17.1 

79 

i  ° 

Taco  Viva/Mex-style  fast  food 

14% 

0.58 

25.4 

242 

NA 

NA 

14.4 

NA 

1  0 

Telecredit  Inc/credit  authorizing  svcs 

28 

0.97 

28.9 

470 

13 

15 

60.5 

3 

a 

Telesphere  Intl/hotel  phone  accounting 

15% 

0.14 

NM 

NA 

NA 

30 

18.7 

1 

0 

United  Television/TV  stations 

13 

0.80 

16.3 

NA 

22 

30 

43.1 

16 

a 

URS  Corp/eng,  architectural  svcs 

12% 

1.56 

8.2 

148 

16 

20 

94.2 

53 

0 

US  Health  Care  Sys/health  care  svcs 

44 

0.44 

NM 

NA 

NA 

NA 

59.8 

NA 

"Latest  12  months.  NA  Not  available.  NM:  Not  meaningful 
o:  over-the-counter. 


a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange 


Source:  William  O'Neil  &  Co 


FORBES,  MAY  23,  1983 


185 


Douglas  Casey's  investment  advice  is  im- 
proving. Maybe  thafs  why  his  new  book 
isn't  selling  as  well  as  his  old  one  did. 


Creeping 
respectability 


By  John  R.  Dorfman 


I 


investment  guru 
taking  on  estab- 


S  BESTSELUNG 

Douglas  Casey 

ilishment  tendencies?  The  recom- 
mended $100,000  portfolio 
in  his  latest  book,  Strategic 
Investing,  is  diversified  al- 
most to  the  point  of  conven- 
tionality: 40%  stocks,  20% 
money  funds,  10%  commod- 
ities, 10%  gold  coins,  10% 
Swiss  francs,  5%  silver  coins. 

The  remaining  5%  goes 
into  what  Casey  calls  a 
"hoarding  program."  That 
maintains  the  author's  cre- 
dentials as  a  doom-and- 
gloomer.  He  still  believes,  as 
he  did  in  his  million-copy 
1980  bestseller,  Crisis  Invest- 
ing, that  the  country  is  head- 
ing for  an  inflationary  de- 
pression— something  along 
the  general  lines  of  Germany 
in  the  early  1920s. 

Casey's  new  model  portfo- 
lio hasn't  done  badly  so  far 
(see  table).  Forbes  calculates 
that  $100,000  invested  in  it  a 
year  ago  would  now  be  worth 
about  $154,530.  This  kind  of 
performance  is  a  far  sight 
better  than  an  investor 
would  have  achieved  by  fol- 
lowing the  advice  in  Crisis  In- 
vesting the  week  it  hit  the 
bestseller  list.  Last  May  we 
estimated  that  the  recom- 
mendations found  in  Casey's 
earlier  book  could  have  run 
$100,000  down  to  $58,263  in 
about  18  months. 

In  rebuttal,  Casey  cites  the 
lag  between  the  time  he 
wrote  Crisis  Investing  and  the 
time  it  hit  the  bestseller  list. 
During  that  period,  gold — 


then  one  of  his  favorite  invest- 
ments— had  a  big  surge.  The  people 
who  bought  his  book  when  it  was 
popular  should  have  discounted  the 
"buy  gold"  advice,  Casey  claims. 


If  at  first  you  don't  succeed  . . . 

The  reasoning  behind  Douglas  Casey's  invest- 
ment recommendations  is,  to  say  the  least,  un- 
usual. He  likes  stocks,  for  example,  not  because 
he  thinks  the  economic  climate  is  getting  better, 
but  because  he  thinks  speculative  opportunities 
will  abound  in  a  highly  inflationary  and  unstable 
environment.  However  conceived,  the  recom- 
mended portfolio  in  Strategic  Investing  is  up 
54.5%  over  the  past  12  months.  That's  better 
than  the  33.5%  gain  of  the  Dow  industrials,  and 
much  better  than  Casey  did  with  the  recommen- 
dations in  his  previous  book,  Crisis  Investing. 

Initial  investment 
Asset                       April  1982 

Recent  value 
April  1983 

Hoarding  program    $  5,000 
Gold  coins  10,000 
Silver  coins  5,000 
Money  funds  20,000 
Swiss  francs  10,000 
Blue  chip  stocks  8,000 
Utility  stocks  8,000 
Penny  mines  8,000 
Gambling  stocks  8,000 
South  African  golds  8,000 
Commodities  10,000 

$  5,172 
12,271 

6,424 
22,350 

9,585 
10,679 

9,053 
40,023 
10,025 
18,482 
10,466 

$100,000 

$154,530 

*  "tC  /  ••  • 

Investment 
gum 

Douglas  Casey 
For  widows 
and  orphans, 
penny  mining 
stocks. 

In  the  more  recent  book,  however! 
Casey  still  recommends  gold  and  sil 
vcr,  but  as  a  smaller  part  of  his  tota; 
portfolio.  Now  they're  "stores  of  val 
ue"  rather  than  attractive  specula) 
tions.  Still,  anyone  who  fears  that  Ca; 
sey  has  gone  establishment  need  onl} 
dip  into  his  text  to  be  reassured. 

On  taxes:  "There  is  ...  no  mor< 
necessity  for  government  to  supph 
roads,  fire  protection  and  schools  thai) 
for  it  to  provide  autos,  restaurant 
chains  and  television  programming: 
.  .  .  Tax  compliance  is  about  as  volun 
tary  as  the  'contribution'  you  make  tc 
a  mugger." 

On  penny  mining  stocks:  "Can  I  bt 
saying  that  widows  and  orphans 
should  buy  penny  mining  shares'; 
Well,  I  am,  and  they  should.  Oi 
course,  this  prospect  will  send  shiver; 
down  the  spines  of  regulators,  banl 
trust  officers  and  conventional  advis 
ers.  But  that's  their  problem." 

On  commodities:  "These  have  all 
ways  been  viewed  as  nothing  mors 
than  a  legal  gambling  casinc 
in  the  past.  .  .  .  However, 
have  outlined  the  techniques 
and  commodities  that  will 
make  it  possible  to  multiply 
even  a  small  amount  of  cap- 
ital ten  for  one  with  low 
risk." 

Somehow,  even  though  we 
looked  hard  we  never  were 
able  to  find  the  magic  advice 
that  gives  a  tenfold  return 
with  little  risk.  Instead,  we 
found  comments  to  the  ef 
feet  that  there  are  severa 
valid  approaches  to  commod 
ity  speculation,  and  that  the 
important  thing  is  to  have  2 
plan  and  stick  with  it. 

Having  edged  a  bit  toward 
the  center  of  the  spectrum 
will  Casey  still  appeal  tc 
hundreds  of  thousands  oj 
book  buyers?  Simon  &i 
Schuster  won't  say  how 
many  copies  of  Strategic  In] 
vesting  have  been  sold.  It  was 
on  the  New  York  Times  best 
seller  list  for  6  weeks,  com 
pared  with  34  weeks  for  Crisis 
Investing.  The  paperback  ol 
the  newer  work,  issued  in 
February,  hasn't  cracked  the 
bestseller  list  yet. 

All  this  may  be  evidence  to 
support  a  veteran  literary 
agent's  evaluation:  "Respon 
sible  investment  books  never 
are  bestsellers."  Watch  out, 
Douglas  Casey.  Get  any 
more  responsible  and  your 
next  book  may  sell  only 
30,000  copies.  ■ 
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Not  even  Leonardo  could 
hope  to  interest 1351,000 
Italian  decision  makers 
with  his  works. 


A 


You  can,by  ringing 
NewYork 6846601! 

By  doing  so  you  will  discover  that  il 
Mondo,  the  highest  selling  Italian  economic 
weekly  has  a  readership  of  287,000.  Moreover, 
a  readership  which  is  85%  male  with  70%  in 
the  25/54  age  group  and  a  highly  professional 
profile  (87%  ABC,  -  67%  high  school  and 
university  graduates  -  78%  managers, 
businessmen  and  professional  people). 

You  will  also  learn  that  Europeo  is  one  of 
the  foremost  political,  topical  and  cultural 
weeklies  with  a  readership  of  1,064,000  of 
which  71%  is  male,  mainly  in  the  25/54  age 
group  (62%),  ABC,  class  (83%),  and  high 
school  and  university  graduates  (50%). 

Lastly,  by  calling  this  number  you  will 
have  at  your  disposal  a  staff  of  knowledgeable 
consultants  highly  experienced  in  the  Italian 
market,  and  able  to  offer  you  a  complete 
marketing  information  and  media  planning 
service,  to  help  you  solve  your 

communication  problems  in  Italy. 
Other  sole  representatives  in 
the  world: 

Paris  tel.  5006608  -  Hamburg  tel.  5110031 
Basel  tel.  226575  -  Lausanne  tel.  207151  - 
Zurich  tel.  2578111  -  Bruxelles  tel.  6499775  - 
Wien  tel.  757684  -  London  tel.  3857723  - 
Athenes  tel.  6929607  -  Amsterdam  tel.  178795  - 
Sao  Paulo  tel.  8534842  -  Barcelona  tel.  2050012  - 
Toronto  tel.  3642269  -  Stockholm  tel.  135000  - 
Porto  tel.  29992  -  Tokyo  tel.  4454375  - 
Johannesburg  tel.  8365978  -  Sydney  tel.  9222677. 
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RIZZOLI-  COURIERS  BELLA  SERA 


Made  buckets  of  money  in  the  market  and 
worried  about  when  to  take  your  gains? 
Lots  of  folks  have  systems  to  help  you  de- 
cide-—but  not  one  of  them  works. 

All  coins 
have  two  sides 


By  William  Baldwin 

Go  to  a  cocktail  party  these 
days  and  everyone  is  talking 
about  Wall  Street.  No  wonder. 
Over  the  past  nine  months  even  the 
greenest  stock  pickers  probably 
racked  up  spectacular  profits.  But 
now,  while  the  latecomers  are  lapping 
up  stories  about  hard-to-get  new  is- 
sues and  penny-a-share  technology 
companies,  experienced  investors  are 
worrying  about  a  more  relevant  prob- 
lem: when  to  sell  and  take  some  of 
those  fancy  gains. 

That's  why  there  is  an  unusual 
amount  of  discussion  about  hedging 
strategies,  can't-miss  systems  that 
seem  to  offer  the  rewards  of  investing 
with  none  of  its  pains.  Some  portfolio 


Cut  your  losses,  let  your  profits 
run."  This  old  saw  is  usually 
offered  up  as  a  trick  for  improving 
the  odds  on  Wall  Street.  It  can't  do 
that.  But  folklore  does  sometimes 
help  investors  for  an  entirely  dif- 
ferent reason:  tax  deductions. 

The  IRS  pays  attention  to  stock 
gains  and  losses  only  when  posi- 
tions are  closed  out.  Thus  it  makes 
sense  to  sell  losers  rather  than  win- 
ners, other  things  being  equal.  If 
you  have  held  securities  for  less 
than  a  year,  net  losses  are  deduct- 
ible dollar-for-dollar  against  other 
income,  up  to  a  maximum  of 
$3,000  each  year.  Stocks  held  more 
than  a  year  are  less  valuable  as 
writeoffs,  since  it  takes  $2  of  long- 
term  loss  to  generate  $1  of  deduc- 
tion. Example:  The  $20,000  you 
put  into  AT&T  has  shrunk  to 
$18,000  after  1 1  Vi  months.  Sell  im- 


managers  buy  put  options — rights  to 
sell  stock  at  a  guaranteed  price — to 
protect  their  positions.  Others  use  the 
futures  markets  to  shield  bond  portfo- 
lios against  rising  interest  rates.  Lots 
of  small  investors,  meanwhile,  prob- 
ably follow  less  sophisticated  rules. 
"Whenever  a  stock  doubles,  always 
sell  half  your  position,"  so  the  old- 
timers  advised. 

Unfortunately,  none  of  this  solves 
the  basic  problem  of  investing — how 
to  know  whether  a  security  is  fairly 
priced.  Consider  the  "sell  discipline" 
that  mandates  bailing  out  of  a  stock 
that  has  dropped,  say,  15%  from  its 
purchase  price  or  from  a  subsequent 
high.  This  is  supposed  to  keep  you  in 
a  bull  market  while  protecting  you 
from  the  risk  of  giving  up  all  that  has 


mediately  and  you  get  a  $2,000  de- 
duction. Wait  a  bit  longer  and  the 
deduction  is  only  $1,000. 

Tax  strategies  for  investors  with 
lots  of  positions  are,  of  course, 
more  complicated.  But  behind  all 
of  them  is  this  caveat:  Don't  let  the 
tax  tail  wag  the  dog.  There's  no 
sense,  for  example,  selling  a  losing 
stock  in  December  of  a  bear  year. 
Everyone  else  is  trying  to  do  the 
same,  and  the  price  you  receive 
will   be    correspondingly  lousy. 

Beyond  that  maximum  $3,000 
deduction  for  net  capital  losses,  the 
best  tax  strategy  is  often  just  buy 
and  hold.  Not  only  will  eventual 
gains  be  taxed  at  lower  long-term 
rates,  but  they  will  compound  tax- 
free  in  the  meantime.  This  rein- 
forces the  investing  wisdom  that 
patience  pays.  Sometimes  the  tor- 
toise beats  the  hare.— W.B. 


been  gained  so  far.  Coupled  with  a 
rule  of  holding  on  during  up  markets 
until  a  minimum  gain  of,  say,  30% 
has  been  achieved,  this  system  seems 
to  promise  an  overall  win. 

What's  the  catch?  "All  your  profits 
will  be  30%  and  your  losses  15%,' 
says  Tony  Estep,  a  market  strategist 
at  Salomon  Brothers.  "But  the  ratic 
won't  be  50/50.  No  chip  managemenl 
scheme  will  change  the  odds  on  z 
roulette  wheel."  Think  what  this  se\. 
discipline  would  have  done  to  an  in' 
vestor  who  went  into  the  market  at 
the  beginning  of  last  year  and  was 
forced  out  around  midsummer.  Ir 
most  cases  he  would  have  taken  doz 
ens  of  15%  losses  and  practically  nc 
30%  gains.  Some  system. 

Still,  in  an  age  of  computers,  peo 
pie  assume  that  someone  somewhen 
has  a  black  box  that  beats  the  mar 
ket.  Prudential-Bache  answered  thi! 
yearning  when  it  offered  its  Optior 
Growth  Fund,  advertised  as  employ 
ing  complex  hedging  techniques  tc 
make  money  in  up,  down  am 
sideways  markets.  The  fund  drev 
$80  million,  one-third  more  thar 
expected,  by  the  time  it  began  oper 
ating  in  April.  Money  rolled  in  de 
spite  a  hefty  1%  management  fee 
Doing  the  impossible,  after  all 
doesn't  come  cheap. 

"We  call  it  the  fund  for  all  seasons,' 
says  Courtney  Bellaire,  the  fund': 
portfolio  manager.  "Our  goal  is  to  out 
perform  the  market  by  5%  over  th» 
long  term."  And  how  will  the  Optioi 
Growth  Fund  do  that?  The  secret  i 
set  forth  neatly  in  the  prospectus 
where  a  chart  lists  the  Pru's  strategy 
as  owning  stocks  in  bull  markets  am 
going  heavily  into  puts  in  bear  mar 
kets.  A  nice  idea,  that.  But  the  pro 
spectus  neglects  to  say  how  the  fun< 
manager  will  know  in  advance  whicl 
way  the  market  is  headed. 

However,  Pru-Bache's  Bellaire  say 
she  will  use  "protective  puts."  Tha^ 
for  example,  means  buying  IBM  stocl 
and  simultaneously  buying  a  put  oi 
those  same  shares.  If  IBM  takes  off,  ai 
investor  gets  the  same  capital  gain  a 
one  who  merely  buys  the  stock.  1 
IBM  collapses,  the  loss  on  the  stock  i 
offset  by  the  gain  on  the  put. 

Could  this  really  be  the  heads-onl 
coin  that  it  seems  to  be?  Commoi 
sense  dictates  that  the  put  sellers  giv 
away  nothing.  So,  the  cost  of  thes 
sell  options  ought  to  equal  the  advan 
tage  of  erasing  losses  in  a  stock  portfc 
lio.  Experience,  in  fact,  dictates  ai 
even  grimmer  conclusion.  The  cost  c 
the  options  will  exceed  the  benefi 
from  erasing  stock  losses. 

The  reason  for  this  contrary  resul; 
says  Massachusetts  Institute  of  Tech 


Sometimes  the  odds  aren't  even 
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ology  finance  professor  Robert  Mer- 
m,  is  the  old  Wall  Street  law  that 
)w  risk  goes  hand-in-glove  with  mea- 
ner returns.  Over  a  long  period,  he 
lOints  out,  risk-free  investments  like 
itiort-term  Treasury  bills  do  worse 
iian  risky  assets  like  stocks  and  long- 
■j;rm  Treasury  bonds.  A  portfolio 
:udded  with  protective  puts  has  less 
1  sk,  or  volatility,  than  one  with  only 
ne  stocks.  Hence,  its  expected  return 
•i-,  lower. 

ij  Prudential-Bache  is  not  the  only 
■ijioney  manager  using  hedges  as  a  sell- 
1ig  tool.  Several  bond  funds  boast  of 
Ueir  ability  to  trade  in  bond  futures 
md  thereby  insulate  investors  from 
iiterest  rate  swings.  But  Estep  points 
ut  that  a  fully  hedged  bond  position 
;  mathematically  the  same  as  a  risk- 
ee  cash  investment  like  Treasury 
ills.  Why  not  just  use  a  money  mar- 
et  account  instead,  saving  the  trans- 
ition costs? 

If  successful  investors  don't  play 
le  market  like  a  roulette  wheel  or 
litch  on  to  miracle  systems,  what 
ien  is  their  secret?  It's  not  easy.  In  a 
■jfhrase,  it's  buying  stocks  or  bonds  for 
i:ss  than  their  intrinsic  worth. 


How  do  the  value  pickers  operate? 
"I  never  sell  anything  that  goes  down. 
I  buy  more,"  says  Robert  Torray,  a 
Bethesda,  Md.  investment  adviser. 
His  Torray,  Clark  &  Co.  has,  since  its 
inception  in  1972,  averaged  16%  an- 
nual appreciation  with  a  portfolio  of 
equity  and  bond  accounts  now  total- 
ing $1.8  billion.  A  year  ago  Torray  was 
buying  out-of-favor  stocks  like  sav- 
ings and  loan  associations  and  staying 
95%  invested.  He  sold  into  the  rally 
and  is  now  50%  in  cash. 

"Ninety-nine  percent  of  the  people 
in  the  market  allow  the  market  to  tell 
them  what  things  are  worth,"  Torray 
says.  "There  are  stocks  that  they  to- 
tally rejected  last  August,  and  now 
that  the  stocks  have  doubled  they 
want  to  buy  them."  Investors,  in 
short,  are  sheep  who  follow  the  herd 
rather  than  look  around  to  see  where 
the  grass  really  is  greenest.  In  their 
eagerness  to  ride  the  market  up,  they 
think  they  can  somehow  avoid  the 
ride  back  down  (see  chart). 

Tweedy,  Browne  &  Co.,  a  New 
York  adviser  with  a  24-year  perfor- 
mance record  averaging  17.6%,  fig- 
ures intrinsic  value  by  estimating 


what  a  corporation  would  be  worth  in 
a  takeover  or  liquidation.  Its  investing 
discipline  goes  like  this:  Buy  assets 
for  40  cents  on  the  dollar,  hold  on  for 
years  if  need  be  and  sell  for  80  cents 
on  the  dollar.  Market  fluctuations 
are  irrelevant.  "The  stock  doesn't 
know  we  own  it,"  explains  John 
Spears,  a  partner,  repeating  an 
Wall  Street  saw. 

So  where  does  that  leave  some 
who's  worried  today  about  when 
take  those  handsome  gains?  Investing 
would  be  a  lot  easier  if  the  timing  of  a 
sale  were  some  function  of  the  gam  or 
loss  in  a  position.  But  the  market's 
long-term  rewards,  it  seems,  go  more 
often  to  investors  who  understand 
value  than  to  those  with  foolproof 
trading  schemes. 

Back  to  the  question:  when  to  sell? 
Answer:  Sell  when  the  stock  rises  to 
more  than  it  is  worth  relative  to  other 
investments.  Concentrate  on  value 
rather  than  on  movement.  And  don't 
cry  if  the  stock  goes  up  after  you  sell 
it — as  long  as  you  got  out  with  a  nice 
return  on  your  money.  The  stock  mar- 
ket is  a  percentage  game,  not  an  ego 
game.  ■ 


The  would-be  one-way  roller  coaster 


Is  it  any  wonder  investors  seek  the  magic  formula  that 
will  let  them  ride  the  market  up  but  not  down?  A 
stockholder  who  held  an  average  portfolio  over  this 
span,  which  begins  with  a  market  top  a  decade  ago, 
would  have  a  mere  35%  in  capital  gains.  If  he  had  some 


system  for  being  invested  only  during  the  three  bull 
markets,  he  would  show  a  340%  gain.  Unfortunately, 
there  is  no  system — from  the  old  down-15%-and-out 
rule  to  fancy  option  strategies — that  keeps  a  portfolio 
going  up  in  good  times  but  protects  it  in  bad. 
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Comments  by  the  Chairman,  The  Rt.  Hon.  Lord  Barber 


Profits  before  taxation  for  the 
year  ended  31st  December  1982, 
amounted  to  $390  million,  com- 
pared with  $419  million  the  year 
before.  The  net  profit  attributable 
to  shareholders,  after  deducting 
taxation  and  minority  interests,  was 
$184  million  or  $1.42  per  share. 
The  total  dividend  proposed  for 
the  year  is  43  cents  per  share. 

A  modest  improvement  was 
achieved  in  ouroperating  per- 
formance around  the  world  in 
spite  of  the  recession  butthiswas 
more  than  offset  by  the  large 
increase  in  provisions  against 
doubtful  loans. 

1982  wasa  yearof  difficult 
trading  conditions  for  commercial 
bankingand  consumer  finance  in 
mostofourprincipal  markets. 
The  worldwide  network  of  foreign 
exchange  and  treasury  centres 
achieved  very  satisfactory  results. 
The  slowdown  i n  the  South  African 
economy  affected  our  subsidiary 
there,  but  the  improved  prospects 
in  the  closing  months  led  to  a 
better  outturn  than  had  earlier 
been  anticipated.  Union  Bank 
produced  creditable  results  in  the 
difficult  Californian  market.  In  the 
Far  East,  the  toughertrading 
climate  in  Hong  Kong  was  exacer- 
bated by  some  concern  aboutthe 
future  of  the  territory. 

In  the  early  part  of  the  year  a 
worldwide  cost  reduction  pro- 
gramme was  instituted,  the  bene- 
fits from  which  will  be  realised  in 


Shareholders'  Funds  now 
$1,837  million 

Capital  Resources  now 
$2,628  million 

Total  Assets  now 
$39,134  million 

Exchange  rate  used  $  I  61 


1,900  offices  in  over  60 
countries  around  the  world. 


the  current  year  as  well  as  instilling 
a  generally  more  alert  attitude  to 
cost  factors.  For  a  bank  such  as 
ours  the  importance  of  keeping 
abreast  of  the  latest  develop- 
ments in  information  technology 
is  obvious,  and  we  are  engaged 
in  a  major  exercise  to  improve 
the  Bank's  systems. 

With  such  wide  geographical 
coverage  there  are  inevitably 
changes  from  year  to  year  in  our 
representational  structure.  In 
addition  to  an  increased 
presence  in  China,  there  were 
other  significant  changes  referred 
to  in  my  fuller  Statement  with  the 
Report  and  Accounts.  In  particular 
in  the  United  States  we  have 
formed  an  integrated  manage- 
ment group  to  make  the  most 
effective  use  of  the  presence 
which  the  Group  already  has  in 
seven  major  States. 

Our  merchant  banking 


interests  now  coverten  country 
Last  year  we  took  a  significant 
furtherstep  byagreeingtoacqui 
MA1BL,  the  first  of  the  London 
consortium  banks,  which  will 
merge  with  Standard  Chartered 
Merchant  Bank. 

The  problems  of  inter- 
national debt  servicing  for  the 
banking  system  have  seldom 
been  outofthe  headlinesdurin 
the  past  year  It  can  readily  be 
seen  now  that  several  countries 
had  allowed  too  high  a  proportic 
of  their  public  debt  to  be 
borrowed  abroad  and  that  the 
prolonged  recession  and  con- 
tinued high  interest  rates  have 
created  a  difficult  situation.  It  w) 
take  time  for  a  better  balance  tc 
evolve,  and  banks  with  a  con- 
tinuing interest  in  the  long-tern 
health  of  the  countries  experi- 
encing difficulties  must  play  a 
responsible  and  co-operating 
role  in  easing  the  adjustment. 

For  Standard  Chartered  o 
concern  is  both  with  the  interna 
health  of  the  countries  in  which 
we  operate  commercial  bankin 
businesses,  and  with  the  safety 
our  international  lending.  Othe 
than  trade  finance,  intemationa 
lending  has  never  been  a  domi 
ant  feature  of  our  operations.  VJ 
have,  however  a  well  spread  po 
folio  of  sovereign  type  lending, 
the  major  part  of  which  isto 
countries  where  we  have  an 
established  banking  presence. 


Copies  of  the  Report  and  Accounts  and  of  the  Chairmans  Statement  may  be  obtained  from 
Union  Bank  Advertising  Department  445  South  Figueroa  Street.  Los  Angeles  California  90071 


Direct  banking,  worldwide 


Capital  Markets 


Why  do  Treasuries  look  good  right  now? 
Because  federal  deficits  look  so  bad. 

ILL  WINDS 


By  Ben  Weberman 


It's  hard  to  see  anything  good  about 
a  $200  billion  federal  deficit.  But 
there's  a  definite  silver  lining  for  the 
investor  in  Uncle  Sam's  spending 
binge.  The  flood  of  new  Treasury 
issues  required  to  finance  it  has 
pulled  prices  down  to  levels  that 
make  Treasuries,  with  a  couple  of 
possible  exceptions,  the  best  buys 
anywhere  in  the  fixed-income  mar- 
ket, short  term  or  long  term. 

The  supply  of  short-term  Trea- 
sury maturities,  for  example,  is  in- 
creasing by  leaps  and  bounds.  Be- 
cause the  government  has  to  raise 
so  much  money  over  such  a  short 
period  of  time — almost  $200  billion 
in  one  year — it  must  depend  largely 
on  these  short-term  issues.  The  re- 
sult is  that  weekly  three-month  and 
six-month  bill  sales  are  now  run- 
ning about  $750  million  to  $1  bil- 
lion a  week  more  than  maturing 
government  debt. 

In  turn,  the  interest  return  on  a 
three-month  Treasury  bill,  recently 
at  8.3%,  is  now  almost  exactly  the 
same  as  that  on  large,  negotiable 
three-month  CDs  or  commercial 
paper.  So  why  buy  CDs  or  paper, 
which  can  be  somewhat  difficult  to 
market,  when  a  T  bill  carries  nearly 
identical  yield,  is  totally  market- 
able and  is  free  from  credit  risks? 

The  same  is  true  in  longer  maturi- 
ties. A  year  ago  long-term  Treasur- 


Ren  Weberman  is  economics  editor  of 
Forbes  magazine. 


ies  were  selling  at  a  yield  of  13.15%, 
while  a  top-rated  industrial  bond  of 
similar  maturity  was  priced  to  yield 
14.85%.  No  more.  These  days  a  30- 
year  Treasury  bond  that  cannot  be 
called  for  25  years  trades  to  yield 
10.4%;  but  a  high-quality  corporate 
issue  such  as  Aaa-rated  Atlantic 
Richfield  lis  of  2013— refundable 
after  1993— trades  to  yield  10.9%.  It 
made  sense  to  go  for  the  corporate 
bond  when  there  was  a  difference  of 
nearly  two  percentage  points  in 
yield.  Hardly  so  when  a  Treasury 
bond  of  unimpeachable  quality  is 
available  for  only  50  basis  points 
less  yield.  That  difference  in  yield, 
in  my  opinion,  is  more  than  com- 
pensated for  by  the  14-year  differ- 
ence in  refunding  or  call  protection. 

The  narrowed  Treasury-industri- 
al spread  is  just  as  dramatic  when 
you  step  down  to  Aa-quality  indus- 
trials. A  year  ago  Dayton-Hudson 
143/4S  of  2012  were  priced  165  basis 
points  above  the  corresponding-ma- 
turity Treasury.  By  October  the 
same  company  came  to  market 
again  with  a  bond  due  2012  priced 
to  yield  11.875%,  only  100  basis 
points  more  than  Treasuries.  And 
by  late  April,  when  Phillips  Petro- 
leum sold  11.25%  bonds,  the  differ- 
ence had  narrowed  to  less  than  85 
basis  points. 

Are  there  any  exceptions  to  this 
thesis  that  you  can't  beat  Treasuries 
in  today's  fixed-income  market?  Al- 
though I  still  recommend  them 
pretty  much  across  the  board,  First 
Boston  Corp.  analysts  Greg  Par- 
seghian  and  Dexter  Senft  present 
interesting  arguments  that  some 
single-A  corporates  hold  an  advan- 
tage over  Treasury  issues.  It's  im- 
portant, they  say,  to  look  at  the  per- 
centage difference  between  yields, 
not  merely  the  absolute  difference. 

By  this  reasoning,  A-rated  corpo- 
rate issues  of  companies  in  cyclical 
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industries  have  not  increased  in 
price  relative  to  Treasuries  as  much 
as  higher-  and  lower-quality  corpor- 
ates. A  year  ago,  A-rated  bonds  re- 
turned 280  basis  points  more  than 
Treasuries,  for  a  21%  difference  in 
yield— 16.1%  vs.  13.3%.  Currently 
the  absolute  spread  has  been  cut  by 
two-thirds,  to  100  basis  points — 
11.4%  for  industrials  and  10.4%  for 
T  bonds.  That  seems  like  a  hefty 
decrease.  But  the  percentage  differ- 
ence shrank  considerably  less,  from 
21%  to  9.5%,  because,  of  course, 
the  base  is  lower.  For  cyclical  sin- 
gle-As, the  premium  of  corporates 
over  Treasuries  at  the  A  level  can  be 
as  much  as  13%.  That's  a  far  cry 
from  0.5%.  A  10%  or  13%  advan- 
tage in  yield  for  these  lower-rated 
corporate  issues  is  significant,  say 
Parseghian  and  Senft.  They  are  rec- 
ommending A-rated  bonds  of  such 
companies  as  Air  Products,  Ameri- 
can Standard,  Borg- Warner,  Eaton, 
Georgia-Pacific  and  Union  Carbide. 

Another  possible  exception  to 
this  thesis  is  the  GNMA-backed 
mortgage  passthrough  certificate, 
currently  at  135  basis  points  above 
Treasuries.  My  problem  is  that  I 
remember  when  that  spread  was 
175  basis  points,  just  a  year  ago,  and 
170  last  December.  Nevertheless, 
135  basis  points  is  still  all  right, 
considering  that  Ginnie  Maes  are 
full-faith-and-credit  obligations  of 
the  government.  So,  even  though 
they  are  taxable  in  most  states, 
while  direct  Treasury  debt  interest 
is  not,  the  spread  is  wide  enough  to 
make  GNMAs  a  good  buy. 

This  business  of  following 
spreads,  by  the  way,  has  become 
easier.  Why?  Because  since  Septem- 
ber the  fixed-income  markets  have 
become  much  less  volatile,  much 
more  like  they  once  were.  Most  in- 
vestors remember  that,  until  1966, 
when  bonds  yielded  6%  or  so,  prices 
would  vary  over  the  course  of  a  full 
year  by  no  more  than  three  or  four 
points.  By  1980,  though,  wild 
swings  were  frequent.  It  was  not 
uncommon  to  have  a  three-point 
movement  in  a  single  day.  This  re- 
mained the  case  through  the  middle 
of  1982,  and  then,  as  long-term  in- 
terest rates  decreased,  volatility  did, 
too.  Now  bonds  range  up  or  down  in 
price  by  less  than  half  of  the  roller- 
coaster  volatility  of  1980-81,  and  all 
that  makes  it  easier  to  track 
spreads.  ■ 
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Stock  Trends 


The  portfolios  I  see  indicate  that  high-tech 
companies  are  woefully  underowned  by 
a  generation  still  financially  leery  of  the 
new-fangled,  Orwellian  contraptions. 

TOO  HIGH  TECH? 


By  Ann  C.  Brown 


A  room  that  once  was  called  the  den 
now  resembles  Strategic  Air  Com- 
mand headquarters,  with  ten  wall 
outlets  hosting  electronic  devices 
that  didn't  exist  ten  years  ago.  The 
car  "tells"  me  when  1  accidentally 
leave  the  key  in  the  ignition.  And 
I'm  still  on  page  8,  volume  1  of  How 
to  Program  Your  Self-Cleaning  Micro- 
Convection  Oven,  and  I  will  resume 
reading  it  after  I  succeed  in  pro- 
gramming the  automatic-dialer 
telephone  to  call-forwarding. 

That  new  technologies  have  en- 
tered the  Big  Arcade  of  big  business 
is  no  secret.  That  the  new  technol- 
ogies have  slipped  out  of  the  office 
and  into  everyday  life  to  the  extent 
that  they  have  may  not  be  as  well 
known  or  appreciated  by  investors 
who  fear  the  stocks  may  have 
reached  their  peaks.  My  guess  is 
that  most  of  the  prices  are  not  ex- 
cessive— particularly  those  of  com- 
panies in  the  process  of  making  the 
transition  from  Silicon  Valley's  ver- 
sion of  mom-and-pop  shops  to  mass 
merchandisers. 

One  difficulty  in  assessing  high 
technology  is  the  diversity  of  the 
players.  Computer  companies  come 
instantly  to  mind.  What  may  be  fa- 
vorable to  mainframe  and  minisys- 
tem  manufacturers  may  have  little 
or  no  effect  on  the  service  compa- 
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nies  or  on  those  involved  in  peri- 
pherals or  interactive  graphics. 
Then  again,  the  outlook  for  tele- 
communications companies  may 
vary  sharply  from  those  firms  heav- 
ily involved  in  defense  electronics, 
which  are  subject  to  congressional 
whim  and  military  mind-change. 

Another  problem  investors  have 
is  understanding  the  actual  high- 
technology  products  and  services 
themselves.  Most  affluent  and  ac- 
tive individual  investors  are  over 
50,  and  buzzwords  like  "baud, 
bandwidth  and  byte"  can  be  bewil- 
dering. While  I  have  no  statistics, 
the  portfolios  I  see  indicate  that 
high-tech  companies  are  woefully 
underowned  by  a  generation  still  fi- 
nancially leery  of  the  new-fangled, 
Orwellian  contraptions. 

About  as  far  as  most  of  these 
stockholders  will  go,  insofar  as 
technology  investments  are  con- 
cerned, are  IBM  (117)  and  maybe, 
just  maybe,  Control  Data  (49).  Both 
of  these  companies  have  been 
around  megamonths,  electronically 
speaking,  and  have  proved  them- 
selves moneymakers  in  the  stock 
market.  After  its  latest  20%  rise, 
IBM  will  likely  settle  back  a  bit,  but 
the  upcoming  introduction  of  the 
Peanut  low-price  computer  and  a 
probable  stock  split  should  help 
push  IBM  considerably  higher  be- 
fore this  economic  upcycle  is  over. 

Control  Data,  after  a  minor  1982 
earnings  disappointment,  seems  to 
be  back  to  its  winning  ways,  with 
per-share  earnings  estimated  to  be 
$4.90  for  1983  and  $5.80  for  next 
year.  Of  the  two  companies,  Con- 
trol Data  would  be  my  choice,  at 
current  prices.  The  P/E  ratio  is  low- 
er and  the  projected  earnings 
growth  rate  is  the  same  as  IBM's. 

Investors  wishing  to  participate 
in  technology  areas  at  a  reduced  lev- 
el of  risk  would  be  wise  to  consider 
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a  package  approach:  no  more  than 
five  names,  no  fewer  than  three — 
one  of  which  might  be  Tandy  (59), 
whose  8,500-plus  Radio  Shack  retail 
outlets  have  to  be  the  envy  of  the 
competition.  Tandy  has  introduced 
five  new  products  so  far  this  year 
and  has  one  more  waiting  in  the 
wings.  The  company  could  show 
earnings  per  share  of  $2.77  this  year 
and  $3.60  in  1984.  With  its  P/E  ratio 
lower  than  its  estimated  25%  secu- 
lar growth  rate,  Tandy  continues  to 
offer  attractive  upside  potential. 

The  same  goes  for  Wang  Laborato- 
ries (37),  which  looks  as  if  it's  head- 
ed for  its  ninth  straight  year  of  rec- 
ord earnings.  This  accomplishment, 
in  the  face  of  last  year's  profit-kill- 
ing recession,  has  not  gone  unno- 
ticed by  the  investment  communi- 
ty. Wang  currently  sells  at  31  times 
1983's  estimated  earnings  per  share 
of  $1.17,  which  leaves  little  room 
for  unpleasant  surprises.  However, 
next  year  it  could  earn  around  $1.55 
per  share,  and  future  earnings  in- 
creases of  30%  per  year  are  expected 
for  the  next  several  years. 

NBI,  Inc.  (36)  is  an  interesting  situ- 
ation, partly  because  it  illustrates 
what  can  happen  when  a  nasty  case 
of  lower-than-expected  earnings 
strikes.  A  couple  of  months  ago  NBI 
predicted  a  third-fiscal-quarter  loss 
of  about  as  much  money  as  most 
analysts  had  been  expecting  the 
company  to  make.  The  stock 
dropped  40%,  and  is  now  in  the 
process  of  recovering.  This  year 
earnings  per  share  could  be  in  the 
area  of  60  cents  to  65  cents,  vs. 
$  1 . 1 8  in  1 982.  Next  year  NBI  should 
benefit  from  new-product  sales  and 
from  expanding  market  demand. 

Three  promising  smaller  technol- 
ogy companies,  traded  over-the- 
counter,  are  Decision  Data  Computer 
Corp.  (13),  Seagate  Technology  (31) 
and  BIW  Cable  Systems  (17).  Each 
seems  to  have  found  a  niche  for 
itself — Decision  Data  Computer 
Corp.  in  the  middle  segment  of  the 
computer  peripheral  market;  Sea- 
gate Technology  in  manufacturing 
rigid  disk  drives;  and  BIW  Cable 
Systems  in  producing  highly  engi- 
neered custom  cables  and  connec- 
tors designed  to  meet  sophisticated 
specifications.  None  of  these  stocks 
is  cheap,  but  all  weathered  the  re- 
cession and  have  hefty,  healthy  bal- 
ance sheets  to  support  rapid  future 
earnings  growth.  ■ 
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Are  joggers  better  investors  than  nonjog- 
gers?  Not  generally,  but  there  is  definitely 
a  correlation  between  exercise  and  in- 
vestment success  in  the  stock  market. 

SWEAT  EQUITY 


By  S  rally  Blotnick 

I 

III" 

1 

i  Is  there  a  connection  between  exer- 
cise and  investment  success?  Five 
;  years  ago  when  I  was  asked  that 
i  question  by  a  fellow  jogger,  I  was 
i  stunned.  I  had  always  collected  data 
on  the  exercise  habits  of  the  inves- 
1  tors  I  monitor,  and  that  informa- 
i  tion,  too,  was  sitting  in  the  data- 
•  base.  However,  I  had  never  thought 
to  run  the  two  data  files  through  a 
standard  statistical  software  pack- 
:  age  to  see  if  any  correlation  existed. 

It  quickly  became  apparent  that  I 
!  needed  not  only  more  careful  exer- 
i  cise  data,  but  a  stock  market  decline 
or  rally  of  sufficient  magnitude  to 
separate  clearly  winners  and  losers. 
A  market  that  remains  in  a  narrow 
trading  range  doesn't  offer  a  good 
chance  to  see  the  connection  be- 
tween physical  and  fiscal  fitness,- 
too  many  high-tax-bracket  inves- 
tors move  to  the  sidelines. 

The  historic  rally  of  1982-83  will 
always  stand  out  in  my  mind  as  a 
dream-come-true  opportunity  to 
study  the  connection.  This  time, 
ithe  data  was  easy  to  collect.  (People 
i  wanted  badly  to  tell  me  what  they 
ihad — or  hadn't — done.)  What  I 
wanted  to  know  was:  Is  there  a  con- 
nection between  exercise  and  stock 
market  profits?  And,  if  so,  what? 
Since  the  individuals  I  surveyed 
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were,  on  average,  two-thirds  invest- 
ed in  mid- August  1982,  and  had 
only  one-third  of  their  investment 
capital  in  cash  or  cash  equivalents, 
making  a  killing  was  easy.  They 
didn't  have  to  buy  additional 
stocks,  though  nearly  any  purchases 
made  at  the  time  would  have  been 
very  profitable.  Nevertheless,  not 
all  of  them  made  killings.  Many  felt 
themselves  to  be  "smarter  than  the 
market,"  dismissed  the  rally  out- 
right and — this  is  the  crucial  part — 
rushed  to  dispose  of  their  holdings. 
Needless  to  say,  they  cost  them- 
selves a  substantial  sum. 

Now  comes  the  key  question. 
Who  were  the  investors  who  sold  so 
early?  In  order  to  make  valid  com- 
parisons, it  was  necessary  to  adjust 
for  a  variety  of  differences.  The 
most  important:  Investors  who  usu- 
ally exercised  weren't  matched 
against  those  who  didn't;  they  were 
compared  with  other  investors  who 
also  usually  exercised  but  were  not 
doing  so  during  this  period. 

The  results?  Physical  inactivity 
proved  costly  to  those  who  normal- 
ly exercised.  Consider  an  altogether 
typical  instance.  Richard  is  a  49- 
year-old,  50%  owner  of  a  manufac- 
turing concern  headquartered  in 
Connecticut.  He  and  his  partner 
have  been  in  business  together  for 
1 1  years,  and  their  firm  has  annual 
sales  of  approximately  $20  million. 
Three  to  four  days  a  week,  Richard 
normally  jogs  and/or  plays  tennis. 
Last  August  he  was  doing  neither. 
He  was  too  busy,  he  said,  and  be- 
sides, his  hip  was  a  little  sore. 
Where  did  he  turn  to  find  the  "ac- 
tion" that  exercise  usually  provided 
but  did  not  at  the  time?  The  market. 
And  how  did  he  find  it?  By  dumping 
a  bit  more  than  half  of  his  common 
stock  portfolio  in  the  first  three 
weeks  of  the  rally. 

Couldn't  he  have  found  the  same 
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amount  of  action,  and  in  many  ways 
more,  by  buying  stocks,  not  selling 
them?  Absolutely.  To  begin  with, 
though,  he  was  more  than  70%  in- 
vested at  the  time,  so  he  felt  well 
stocked.  The  second  reason  he  sold 
instead  of  bought  goes  right  to  the 
heart  of  the  matter,  since  it  involves 
the  effect  of  exercise  on  one's  out- 
look. Namely,  in  most  cases,  exer- 
cise brightens  it. 

Even  though  energy  is  used  dur- 
ing the  physical  activity,  it  must  be 
viewed  in  some  sense  as  excess  en- 
ergy, manufactured  solely  to  be 
spent.  Why?  Because  remaining  sed- 
entary and  letting  the  energy  stay 
bottled  up  produces  irritability  and 
mild  depression  in  Richard's  case — 
and  many  others'.  The  man  is  decid- 
edly more  grouchy  when  he  doesn't 
do  anything  athletic  for  a  while. 

In  short,  the  lack  of  exercise  made 
Richard  seek  action  wholly  in  the 
market,  and  the  same  lack  of  exer- 
cise made  him  respond  in  both  an 
abrupt  and  a  negative  way  to  the 
events  that  were  rapidly  unfolding 
there.  The  upshot:  Compared  with  a 
group  of  his  peers  (in  terms  of  age, 
education,  income,  assets,  invest- 
ment preferences  and  experience) 
who  maintained  their  normal  level 
of  athletic  activity  at  the  time,  he 
did  significantly  less  well  than  their 
median  performance. 

One  especially  interesting  point 
about  exercise  emerged:  It  is  appar- 
ent that  white-collar  workers 
strongly  prefer  leg-oriented  exer- 
cise. So  much  so,  that  when  they 
can't  use  their  legs  to  run,  bike  or 
play  tennis,  say,  because  they  have  a 
sore  hip,  knee  or  ankle  joint,  they  do 
nothing.  Had  Richard  been  more 
open-minded  about  the  subject  and 
made  use  of  an  upper-body  exercise 
regimen  while  his  hip  was  sore,  my 
guess  is  that  his  investment  results 
for  the  period  would  have  been 
markedly  improved. 

The  lesson  in  all  this  is  clear: 
What  needs  to  be  assessed  before 
buying  or  selling  in  a  frenzy  is 
whether  your  mood  of  the  moment, 
your  degree  of  optimism  or  pessi- 
mism, is  being  generated  by  exter- 
nal or  internal  conditions.  An  ex- 
cess of  nervous  energy  within  can 
make  you  feel  quite  out  of  sorts  and 
color  your  judgment.  Do  yourself  a 
favor  next  time  the  market  goes 
through  the  roof — or  the  floor:  Exer- 
cise, then  call  your  broker.  ■ 
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Keynes  realized  that  his  depression  cure 
was  not  a  cure  for  all  problems,  but  his 
disciples  have  not  been  willing  to  follow. 

A  HISTORICAL 
PERSPECTIVE 


By  Ash  by  Bladen 


Anybody  who  looks  at  the  world 
through  a  credit  analyst's  eyes  sees 
red  lights  blinking  all  over  the 
place.  The  fundamental  causes  that 
lead  to  serious  financial  trouble 
have  been  operating  for  20  years, 
but  until  recently,  perceiving  them 
demanded  a  high  degree  of  theoreti- 
cal sophistication.  Now,  however, 
the  signs  are  clear  for  everybody 
who  cares  to  heed  them. 

Nevertheless,  the  stock  market 
keeps  right  on  making  new  highs 
week  after  week.  I  know  that  I  have 
been  premature  in  sounding  the 
warning  before,  but  to  me  this  looks 
like  the  best  opportunity  to  bail 
out — i.e.,  after  it  has  become  clear 
that  the  plane  is  going  to  crash — 
since  the  market  also  rallied  50%  in 
1930.  And  it  is  not  only  individual 
investors  who  should  take  heed. 
The  next  big  financial  services  win- 
ners will  be  the  institutions  that 
keep  their  reputations  intact  so  that 
they  can  pick  up  the  pieces  of  the 
ones  whose  credibility  has  been 
shattered.  The  Baldwin-United  fias- 
co is  a  case  in  point  that  will  greatly 
improve  the  competitive  position  of 
sound  financial  institutions. 

The  most  useful  thing  I  can  do 
now  is  to  help  you  understand  why 
the  coming  crash  is,  for  all  practical 

Asbby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In 
snrance  Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


purposes,  inevitable  and  to  show 
you  how  our  systematic  misinter- 
pretation of  the  last  one  helped  to 
make  it  so.  Santayana  said  that  those 
who  will  not  learn  from  the  past  are 
doomed  to  repeat  it,  and  we  are 
about  to  find  out  that  that  is  true. 
But  it  would  be  absurd  for  our  chil- 
dren to  repeat  the  same  mistake. 

The  reasons  the  slump  of  1930 
developed  into  the  Great  Depres- 
sion are  many  and  various,  but  from 
a  credit  analyst's  point  of  view, 
most  of  them  share  a  common  de- 
nominator. For  a  decade  and  a  half 
during  and  after  World  War  I,  the 
burden  of  debt  service  requirements 
rose  enormously,  but  several  condi- 
tions simultaneously  prevented  the 
increase  in  incomes  that  would 
have  permitted  the  debtors  to  meet 
their  obligations. 

For  example,  many  American 
farmers  assumed  that  the  high  food 
prices  of  the  war  years  and  the  im- 
mediate postwar  period  of  shortages 
and  inflation  were  permanent.  So 
they  borrowed  heavily  to  pay  peak 
prices  for  farmland.  Then,  after 
postwar  reconstruction  had  restored 
foreign  production  and  the  domes- 
tic fiscal  and  monetary  crunch  of 
1920  had  broken  the  high  cost  of 
living,  they  could  not  earn  enough 
to  carry  their  debts.  Does  that  sound 
familiar?  Also,  during  the  early 
1920s  American  banks  underwrote 
large  foreign  loans  and  sold  the 
bonds  to  American  investors.  But 
the  American  government  was  not 
willing  to  let  foreigners  sell  enough 
here  to  service  their  debts  to  the 
American  people.  Once  again  a  situ- 
ation with  a  familiar  ring. 

Thus,  the  basic  cause  of  the  De- 
pression was  financial — too  many 
people,  businesses  and  governments 
had  too  many  debts  and  could  not 
earn  enough  income  to  repay  them. 
But  at  the  time  this  simple  and 


commonsense  explanation  was  not 
available  because  the  economists' 
conventional  wisdom  held  that  a 
prolonged  slump  was  impossible.  It 
sounds  ridiculous  now,  but  before 
John  Maynard  Keynes  could  get  a 
hearing  for  his  ideas  about  how  to 
cure  the  Depression,  he  first  had  to 
prove  that  a  depression  was  theo- 
retically possible — in  spite  of  the 
fact  that  it  had  then  been  going  on 
for  six  years. 

He  did  it  by  arguing  that  business- 
es persistently  tend  to  invest  less 
than  people  intend  to  save.  But 
since  actual  saving  and  actual  in- 
vestment must  be  equal,  because 
they  are  just  two  ways  of  looking  at 
the  same  thing,  the  difference  be- 
tween intended  saving  and  invest- 
ing is  reconciled  by  a  fall  in  output 
and  incomes  until  the  excess  of  in- 
tended savings  is  wiped  out.  So  the 
way  to  avoid  a  slump  is  to  encour- 
age investment  and  discourage  sav- 
ings— by  any  means.  Two  obvious 
means  are  to  make  credit  readily 
available  and  at  low  interest  rates. 

Before  Keynes  died,  shortly  after 
the  war,  he  had  realized  that  the 
besetting  problem  of  the  postwar 
era  would  be  inflation,  not  slump. 
But  by  then  the  damage  had  been 
done.  So  for  roughly  40  years  both 
national  and  international  financial 
policies  have  been  based  on  the  the- 
ory that  it  is  desirable  to  encourage 
borrowing  and  spending  and  to  dis- 
courage saving.  So  it  is  not  surpris- 
ing that  the  burden  of  debts  has 
again  become  excessive.  But  this 
time  something  new  has  been  add- 
ed. After  half  a  century  of  low  inter- 
est rates  that  frequently  fell  below 
the  rate  of  inflation,  the  savers  have 
finally  rebelled.  Now  they  are  de- 
manding a  real  rate  of  return — after 
inflation.  And  that,  of  course,  adds 
to  the  burden  of  debt  service  re- 
quirements on  incomes. 

One  major  cause  of  the  develop- 
ing financial  crisis  is  the  dogmatism 
of  Keynes'  disciples,  who  made  his 
suggestions  about  how  to  cure  the 
Depression  into  a  universal  panacea 
that  is  supposed  to  be  good  at  all 
times  and  in  all  places.  It  means  a 
painful  few  years  for  our  generation, 
but  the  prospects  for  our  children 
will  depend  mainly  on  whether  we 
recognize  that  curing  this  crisis  will 
require  more  saving  and  less  bor- 
rowing, or  opt  once  again  for  the 
hair-of-the-dog  approach.  ■ 
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V  Special  Invitation  from  VALUE  LINE 

lb  Investors  Who  Use 
Discount  Brokers 

. .  and  make  their  own  investment  decisions 


:  growing  minority  of  investors 
16  turning  to  discount  brokers  to 
:it  commission  costs.  Generally, 
lis  is  appropriate  only  for  those 
Jho  make  their  own  decisions, 
Ence  most  discount  brokers  do 
t>t  provide  investment  research. 
|o,  if  you're  doing  business  with 
l  discount  broker,  you  need  the 
est  independent  research  you 
an  get.  (Your  commission  sav- 
igs  on  just  a  few  trades  may  pay 
>r  a  full  year  of  such  assistance.) 
nere's  how  Value  Line  can  help: 


e'd  like  to  send  you  Value  Line's 
i:est  full-page  Reports  on  each  of 

00  stocks  under  continual 
iview.  These  come  to  you  ready 
(r  instant  use,  fully  indexed  and 
ose-leaf  bound  in  the  Investors 
Uterence  Service  and  will  be 

stematically  updated  by  new 
taports  in  the  weeks  ahead.  Filing 
i<es  less  than  a  minute  a  week. 

1  this  material  is  so  organized  in 
ur  binder  that  you  can  quickly 

rn  to  a  continually  updated 
i  port  on  almost  any  leading 
>ck. 

;  ese  comprehensive  Reports  cov- 
|  almost  every  stock  that's  likely 
I  be  of  interest  to  you.  The  1700 
i  icks  covered  by  Value  Line  ac- 
!unt  for  approximately  96%  of  all 

liar  trading  volume  in  the  U.S. 
jiuity  markets.  With  Value  Line, 
hj're  really  "well  armed." 

ypical  Value  Line  full-page  Re- 
|:rt  on  a  stock  includes  22  series 
[ivital  financial  and  operating  sta- 
tics—going  back  15  years  and 
|  :i mated  3  to  5  years  into  the 
!  jre — plus  ratings  and  estimates 
!  relative  Price  Performance  in 
I  next  12  months,  long-term  per- 
;  itage  Appreciation  Potential, 


Safety,  current  Yield  and  P/E 
compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
1 30  Reports  are  issued  every  week 
—1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer,  if  you're 
an  independent  investor — if  you 
call  your  own  shots— you  should 
settle  for  nothing  less  than  the 


INTRODUCTORY  OFFER 

'  □  Begin  my  1 0-week  trial  subscription  for  $37  to 
I  The  Value  Line  Survey  (limited  once  to  any 

■  household  every  two  years)  and  send  me  the  two 
|  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

I  □  Begin  my  1-Year  (52  issues)  subscription  for 

■  $365  and  send  me  the  two  bonuses  listed  above. 
(  There  are  no  restrictions  with  this  annual 
I  subscription. 

SPECIAL  EXTRA  BONUS 

I  A    pocket-size    CREDIT  Iubbim  Wl 

■  CARD     LCD     CALCULA-   HP*"1  .... 

I TOR  given   to  you   when   I  ^ _ 5 JJ"2 
you     order    The    Value  1  »""■! 
|  Line  Investment  Survey  for  one  year 

I  This  subscription  is  tax-deductible  and  non- 
I  assignable 

1   . 


best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  12  months.  Plus  two  immedi- 
ate bonuses— the  two-volume 
Investors  Reference  Service  and 
our  penetrating  new  72-page 
guidebook,  "A  Subscriber's 
Guide,"  which  explains  how  even 
inexperienced  investors  can  ap- 
ply thousands  of  hours  of  profes- 
sional research  to  their  own  port- 
folios by  focusing  on  only  two  un- 
equivocal ratings,  one  for  Timeli- 
ness (Performance  in  next  12 
months),  the  other  for  Safety. 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 

Offer.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10-  week  trial  for  only 
$37.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800- 
331-1750  (operator  13)  24  hrs. 
7  days  a  week. 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

(N  Y.  residents  add  sales  tax.) 

Allow  4  to  6  weeks  for  delivery. 


Signature 


Name 


Address  Apt.  No. 


City  State  Zip 


I  The  Value  Line  Investment  Survey  SSS 

j  Arnold  Bernhard  &  Co.,  inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 


Commodities 


Barring  a  major  speculative  rally,  the 
wheat  traded  in  Kansas  City  will  gain 
relative  to  that  traded  in  Chicago. 

THE  "PIK"  OF  THE 
WHEAT  TRADES 


By  Stanley  W.  Angrist 


Among  commodity  traders  there  is 
a  group  that  can  be  termed  "per- 
centage players."  That  is,  they  go 
back  and  study  the  history  of  cer- 
tain trades  over  the  years  and  find 
those  that  have  a  high  degree  of 
seasonal  reliability.  And  then 
something  comes  along  (econo- 
mists call  those  somethings  exoge- 
nous events),  and  the  trade  no  long- 
er performs  with  the  same  degree  of 
reliability.  Usually,  the  trade  fails 
for  the  first  time  in  12  years  just 
after  you  mortgage  your  house  to 
finance  the  one  speculative  coup 
that  your  research  says  will  make 
you  wealthy  beyond  counting.  Alas. 

Intermarket  wheat  trades  involv- 
ing the  Chicago  and  Kansas  City 
contracts  have  been  seasonal  favor- 
ites over  the  years.  This  year  these 
trades  have  had  their  regular  pattern 
disturbed  because  of  the  govern- 
ment Payment-in-Kind  (PIK)  pro- 
gram, which  provides  a  farmer  with 
government-owned  commodities  if 
he  agrees  to  cut  his  plantings. 

Hard  Red  Winter  (HRW)  is  the 
class  of  wheat  deliverable  against 
the  Kansas  City  contract,  while  Soft 
Red  Wheat  (SRW)  is  the  primary 
product  delivered  against  the  Chica- 
go contract.  The  price  relationship 
between  the  two  classes  is  related  to 
the  stock  levels  of  each  type  of 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 
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wheat.  Thus,  when  SRW  stocks  are 
high  relative  to  HRW  stocks,  Chica- 
go prices  will  be  weak  relative  to 
Kansas  City  prices.  It  is  this  situa- 
tion that  seems  to  be  influencing 
the  Kansas  City/Chicago  wheat 
spread  this  year. 

Katherine  Jones  and  John  Randall, 
commodity  analysts  at  Paine  Web- 
ber, believe  that  there  are  two  fun- 
damentals that  will  cause  the 
stocks  of  SRW  to  increase  relative 
to  HRW:  1)  Based  on  current  projec- 
tions for  the  1983-84  season,  HRW 


Potential 
profit  PIKture 


The  spread  between  Kansas 
City  and  Chicago  wheat  prices 
has  been  particularly  wild  this 
year.  In  early  March  it  exceeded 
30  cents  per  bushel  before  nar- 
rowing again.  The  PIK  program 
and  export  demand  could  cause 
it  to  widen  again. 
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production  should  be  reduced  by 
30%  to  35%  because  of  farmer  par- 
ticipation in  the  PIK  program.  SRW 
production  looks  as  if  it  will  decline 
only  slightly— around  14% — from 
last  season's  near-record  levels;  2) 
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export  demand  for  SRW  has  been, 
and  is  projected  to  continue  to  be, 
very  weak,  while  HRW  wheat  ex- 
ports have  greater  potential  to  in- 
crease in  the  weeks  ahead. 

The  PIK  program,  at  least  with 
wheat  farmers,  has  been  much  more 
enthusiastically  embraced  by  pro- 
ducers of  HRW  in  the  states  of  Kan- 
sas, Nebraska,  Oklahoma,  Texas 
and  Colorado,  relative  to  the  SRW 
producers  in  the  Midwest  and 
Southeast.  Now  that  wheat  prices 
have  come  off  their  lows,  it  is  wide- 
ly believed  that  there  will  be  a  cer- 
tain amount  of  slippage  among 
wheat  producers.  Slippage  occurs 
when  farmers  in  the  PIK  program 
put  part  of  their  acreage  back  into 
production- — something  they  can  do 
at  little  or  no  penalty.  Paine  Web- 
ber's Jones  believes  that  the  slip- 
page effect  will  be  great  in  both  the 
SRW  and  HRW  regions.  However, 
she  believes  it  will  play  a  bigger  role 
in  the  SRW  areas. 

The  second  major  factor  affecting 
the  Chicago/Kansas  City  wheat 
spread  is  the  level  of  exports.  In 
recent  months  SRW  exports  have 
been  very  slow  because  of  the  ab- 
sence of  China  from  the  market. 
China  is  the  major  purchaser  of  U.S. 
Soft  Red  Wheat,  accounting  for  over 
60%  of  all  sales  annually  in  the  last 
few  years.  The  export  market  for 
HRW  has  also  been  slow  compared  Ji 
with  last  season.  In  recent  weeks, 
however,  its  outlook  has  improved. 

The  major  adverse  risk  to  the 
Kansas  City  contract  widening  rela- 
tive to  the  Chicago  contract  would  1 
be  a  large  speculative  bull  move  in  ]li 
wheat  futures.  Typically,  the  Chica-  pa 
go  market  moves  more  sharply  than 
the  Kansas  City  market  during  ^ 
speculative  rallies. 

The  spread  that  I  think  is  worth 
trying  is  long  Kansas  City/short 
Chicago  wheat,  basis  the  September 
contract.  I  would  try  to  put  the 
spread  on,  with  the  Kansas  City 
contract  selling  for  no  more  than  a 
16-cent  premium  to  the  Chicago 
contract.  The  spread  has  found  good 
support  at  the  12-cent  level.  I  would 
risk  no  more  than  5  cents  ($250  per  ^ 
spread)  from  my  entry  point.  The  ^ 
spread  could  once  again  widen  out  nvf 
to  the  30-cent  level,  for  a  14-cent  >v 
profit  ($700  per  spread). 

The  margin  on  this  spread  is 
$750,  while  the  round-turn  com- 
mission should  be  around  $80.  ■ 
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technology  Is  Creating  Tbmority 
You  Can  Invest  In  Tomorrow. 


The  future  makes  a  fine  investment.  But  old  techniques  and  procedures  are  hardly  adequate  for  enjoying  today's 
\:  hnological  triumphs.  Yesterday's  investment  strategies  are  as  out-dated  as  the  old-fashioned  stock  ticker, 
j!    Now  we  are  entering  a  new  age  of  biotechnology,  lasers,  high-speed  data  transmission,  electronic  instrumentation, 
(amies  and  fiber  optics.  And  tomorrow's  possibilities  are  as  boundless  as  the  Universe. 

This  is  an  age  of  technological  revolution,  possibly  of  greater  significance  than  the  industrial  revolution  of  the  18th  Cen- 
<y.  Great  developments  aren't  limited  to  any  single  locale.  They  are  taking  place  throughout  the  world  —  in  Japan,  the  United 
gdom,  the  United  States,  Germany,  France,  the  Netherlands,  Scandinavia  .  .  .  wherever  the  frontiers  of  science  are 
li  landing. 

World  of  Technology,  Inc.,  a  global  high-technology  mutual  fund,  makes  it  easy  to  invest  in  innovative  companies 
j  rywhere.  At  least  50%  of  the  Fund's  portfolio  is  invested  in  U.S.  high-technology  securities,  while  the  balance  includes  com- 
i  n  stocks  traded  on  major  exchanges  throughout  the  world.  The  Fund  employs  a  distinctive  joint-management  technique, 
sizing  management  talents  of  investment  experts  in  London  and  Denver. 
I    Technology  is  creating  tomorrow.  You  can  invest  in  tomorrow  .  .  .  today! 
:    Send  for  more  information  concerning  global  high-tech  investment  opportunities. 


In  continental  U.  S.,  Call  Free 

1  800  525  9274 


I  mutual  fund 

westing  in  high  technology 

worldwide. 


n 

n 

W1777 


In  Colorado,  Call  Free 

1-800- 525-9769 


World  of  Technology,  Inc. 


P.  0.  Box 
Denver,  Colorado 
80201 


1900  I 

irado  £ 


Address 


State 


Zip 


Phone 


prospectus  containing  more  complete  information,  including  all  charges  and  expenses,  will  be  sent  upon  request.  Read  it  carefully  before  you  invest  or  send  mo 
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Venture  Capital 


Venture  capital  is  on  a  roll.  But  you 
wouldnt  know  that  by  its  style. 

A  NEW  ERA? 


By  Thomas  P.  Murphy 


Every  year,  just  about  cherry-blos- 
som time,  members  of  the  National 
Venture  Capital  Association  con- 
verge on  Washington,  D.C.  for  a  day 
and  a  half  of  speeches,  mostly  by 
senators  and  congressmen.  (This 
year  the  stock  market  obligingly  hit 
a  historic  high  during  the  conven- 
tion.) But  the  real  point  of  the  affair 
begins  when  the  speeches  are 
over — the  chance,  over  a  drink,  to 
renew  the  old-boy  contacts  that  still 
largely  keep  the  venture  capital  in- 
dustry functioning.  It  remains  a 
world  of  who  you  know  and  which 
syndicated  deals  you  are  invited  in 
on.  That  hasn't  changed  much.  But 
there  is  a  sense  that  nearly  every- 
thing else  in  venture  capital  is 
changing,  in  some  ways  radically. 
The  industry  is  going  somewhere 
fast.  But  where? 

Money  is  the  conspicuous  symbol 
of  the  change.  For  example,  try  to 
hire  an  experienced  venture  capital- 
ist. Two  years  ago  $100,000  and  3% 
of  the  profits  brought  you  candi- 
dates. Now,  I  hear  numbers  like 
$200,000  and  5%  of  the  profits,  and 
recruiters  claim  that  these  jobs  are 
very  hard  to  fill. 

The  numbers  the  venture  people 
are  dealing  with  are  beyond  their 
dreams  of  a  few  years  ago.  Mega- 
funds— $50  million  to  $100  million 
and  more— are  within  the  reach  of 


Thomas  P.  Murphy  beads  a  venture  capital 
firm.  Partnership  Datikist,  Stamford,  Conn 


any  fund  manager  with  a  track  rec- 
ord and  the  desire  to  manage  bigger 
money.  Curiously,  a  lot  of  fund 
managers  who  thought  $20  million 
or  so  was  just  about  right  for  a  suc- 
cessful venture  business  have  "mel- 
lowed" on  the  point  as  money  has 
become  easier  to  raise.  Now  $50 
million  seems  comfortable — a  nice 
medium-size  fund. 

That  such  money  is  available 
from  pension  funds,  wealthy  indi- 
viduals, corporations  (minimum 
investment  usually  $1  million,  and 
these  funds  are  always  private), 
etc.,  reflects  the  success  most  of 
the  funds  have  had  over  the  past 
couple  of  years.  While  historically 
the  venture  funds  claimed  they 
made  20%  to  30%  on  their  invest- 
ed capital  (though  hardly  anyone 
took  the  claim  seriously),  many  of 
the  funds  now  can  point  to  50%  or 
more  compound  growth  rates. 

The  cautious  in  the  industry  hate 
to  see  those  numbers  used  as  a  sell- 
ing argument  to  investors.  They  are, 
the  reasoning  goes,  unsustainable 
over  the  longer  run,  the  product  of  a 
strong  stock  market  for  everything, 
particularly  for  the  commodity  ven- 
ture capital  deals  in — fast-growth, 
high-technology  companies. 

But  success  is  the  enemy  of  mod- 
esty, and  it  is  a  competitive  world 
for  investors'  dollars.  If  some  ven- 
ture capitalists  claim  they  are  doing 
"40%  or  50%  compounded,"  you 
come  off  a  bit  flaccid  to  suggest  any- 
thing less  ambitious  for  your  own 
fund,  if  you  are  out  raising  money. 

Of  course,  the  implications  of 
that  kind  of  growth  become  a  bit 
staggering.  A  $100  million  venture 
fund  with  a  ten-year  average  life  and 
a  50%  growth  rate  would  liquidate 
at  $5.7  billion.  The  venture  capital- 
ist's share  of  those  profits  would 
come  to  well  over  $1  billion! 

While  I  never  waver  in  my  faith  in 
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the  tooth  fairy,  I  find  those  kinds  of 
numbers  stretch  my  credulity.  Nev- 
ertheless, a  lot  is  happening  that  is 
hard  to  quantify,  but  it  suggests 
something  more  fundamental  than 
a  frothy  stock  market  to  account  for 
venture's  current  success. 

What  seems  to  have  happened 
(Lord,  forgive  me  if  I  am  inventing 
a  "New  Era")  is  that  a  whole  sys- 
tem has  evolved  around  venture 
capital  that  is  taking  ideas  from 
the  laboratory  to  the  marketplace 
faster  than  in  the  past,  with  what 
appears  to  be  a  higher  ratio  of  suc- 
cesses. Part  of  that  is  a  financial,  as 
well  as  technical,  infrastructure 
that  is  vastly  better  than  anything 
that  was  available  in  the  Seventies, 
or  earlier. 

As  an  example,  a  venture  capital- 
ist with  a  successful  startup  com- 
pany in  the  mid-Seventies  had  no 
assurance  he  could  get  second-stage 
financing  for  it,  much  less  take  it 
public.  Success  could  be  almost  as 
ruinous  as  failure,  since  growing 
companies  suck  up  prodigious 
amounts  of  capital. 

Now  it  is  different.  Some  venture 
capitalists,  not  to  mention  major 
insurance  companies,  are  not  only  < 
specializing  in  later-stage  invest- 
ment, but  in  every  stage  in  the  t 
growth    process    of    a    company,  t 
through  to  the  public  market.  Giv-  t 
en  the  certainty  that  capital  will  be  t 
there,  companies  and  their  finan-  s 
cial  backers  can  move  and  plan  t 
with  a  level  of  assurance  unknown  11 
when  every  stage  in  the  process  was  i 
iffy.  The  financial  system  is  effi-  t 
cient,  it  is  reliable  and  it  rewards  o 
success    quickly.    Sometimes,    I  c 
think,  too  quickly — before  it  be- 
comes real  success. 

Another  element  in  the  equation:  tt 
Entrepreneurial  small  business,  for  & 
reasons  I  don't  believe  anyone  fully 
understands,  has  turned  out  to  be  a 
fast  and  low-cost  way  to  get  innova- 
tive products  to  the  marketplace,  m 
History  is  also  kind  right  now  to  the  sti 
venture  capitalists  and  entrepre-  pa 
neurs.  There  happen  to  be  a  large  up 
number  of  technologies  ripe  for  it 
commercial  exploitation  by  entre-  wi 
prenunal-style  business. 

Venture  capital  is  on  a  roll.  But  _ 
you  wouldn't  guess  it  from  the  in-  , 
dustry's  convention.  The  style  is  ^ 
still  more  Old  New  England  than  fe 
Texas — low  key,  earnest.  It's  okay  Ufj 
to  have  it.  But  you  don't  flaunt  it.  ■  $ 
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Financial  Strategy 


Are  you  worried  that  stocks  and  bonds 
have  rallied  too  far,  too  fast?  Don't  be, 
because  they  are  truly  worth  more  today. 

GO  FINANCIAL 


dividends  at  a  lower  rate.  If  stocks 
are  selling  for  more  than  they  were  a 
couple  of  years  ago,  they  are  also 
worth  more. 

This  is  truly  a  watershed.  We 
have  reached  a  turning  point  in 
terms  of  the  price  investors  will  pay 
in  relation  to  earnings.  This  key 
development  reverses  the  pattern 
we  have  become  accustomed  to 
since  the  mid-Sixties.  During  that 
period,  inflation  was  shifting  earn- 
ings from  corporations  to  the  feder- 
al government.  Investors  were 
much  quicker  to  realize  this  than 
were  corporate  officials.  As  a  re- 
sult, inflation-adjusted  stock  prices 
fell  dramatically.  Even  after  the 
tremendous  rally  that  began  last 
fall,  stock  prices  on  an  inflation- 
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By  A.  Gary  Shilling 


L, 


:  You  may  well  wonder  if  stocks  and 
|i  bonds  can  rally  forever.  The  econo- 
•  my,  after  all,  has  not  kept  pace  with 
!  financial  markets.  The  economy 
i  probably  will  be  sluggish  for  the  rest 
|  of  the  year.  Then  why  buy  stocks 
I  and  bonds? 

There  are  compelling  reasons  for 
the  strength  in  the  financial  mar- 
j  kets  and  they  have  to  do  not  with 
I  tape-gazing  but  with  basic  shifts  in 
I  the  economy.  Inflation  has  declined 
|  sharply  and  should  stay  low.  It's 
j.  true  that  real  interest  rates,  that  is, 
.  )  interest  rates  minus  the  rate  of  in- 
;  flation,  remain  high  compared  with 
v.  earlier  postwar  levels.  The  current 
■j  trend  of  actual  interest  rates,  how- 
ji  ever,  is  down  and  that  is  good  news 
i  for  stock  and  bond  buyers — as  long 
as  they  don't  leverage  themselves 
too  heavily  at  today's  still-high  fi- 
nancing costs. 
With  low  inflation  and  interest 
I  rates,  existing  bonds  will  fetch 
i  higher  prices.  Lower  bond  yields 
i  mean  less  competition  between 
stocks  and  bonds,  so  investors  will 
i  pay  higher  prices  for  stocks,  driving 
up  price/earnings  multiples.  To  put 
i  it  another  way,  lower  interest  rates 
will  induce  investors  to  discount 
!  the  future  stream  of  earnings  and 


A  Gary  Shilling,  a  guest  columnist,  is  presi- 
dent of  A  Gary  Shilling  &  Co  ,  Inc  ,  a  New 
York  economic  consulting  firm  He  is  author 
of\s  Inflation  Ending?  Are  You  Ready?  just 
s  published  by  McGraw-Hill 


ties,  is  no  longer  a  bonanza.  Nor  are 
collectibles  such  as  antiques,  art 
works  and  coins.  Inflation-driven 
hedge-buying  doesn't  make  sense 
now  that  inflation  has  abated. 

To  be  sure,  some  gold  bugs  have 
been  chirping  loud  warnings  about 
the  prospects  of  renewed  inflation 
or  world  disaster.  Gold  is  certainly  a 
legitimate  investment  as  a  hedge 
against  inflation  or  political  risk. 
Political  risk  remains  with  us,  but 
the  inflation-hedging  merits  of  gold 
are  no  longer  indispensable  to  the 
investor. 

What  are  the  best  investments? 
Make  quality  your  guide.  Financial 
risks  are  still  numerous,  so  choose 
your  investments  carefully. 

Top-rated  corporate  and  munici- 
pal bonds  are  smart  choices.  U.S. 
Treasury  obligations  are  also  attrac- 
tive, since  they  offer  a  high  degree  of 
safety  and  liquidity.  They  also  are 
protected  against  the  call  provisions 
of  corporate  bonds  that  could  limit 
capital  gains. 

As  for  stocks,  it  pays  to  invest  in 
companies  that  are  geared  for  low 
inflation,  firms  that  emphasize  cost 
control  and  volume  expansion. 

Volume  should  rise  rapidly  in 
catch-up  areas  like  housing  and  au- 
tos  and  related  industries,  such  as 
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adjusted  basis  are  no  higher  than 
they  were  25  years  ago — as  the 
chart  shows. 

Tangibles,  on  the  contrary,  are 
not  rapidly  appreciating  in  value  as 
they  did  during  inflation's  heyday. 
These  assets  will  not  be  worth 
much  more  tomorrow  than  today. 
As  I  said  in  this  column  of  May  9, 
real  estate,  except  for  rental  proper- 


appliances,  home  furnishings  and 
auto  parts.  Defense-related  compa- 
nies should  continue  to  see  strong 
growth,  as  should  high-technology 
firms  that  manufacture  productiv- 
ity-enhancing and  labor-saving 
equipment. 

For  a  decade  it  was  smarter  to  be 
in  tangibles  than  in  financial  assets; 
now  the  tables  are  turned.  ■ 
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^  DIVIDENDS  ^ 
EACH  YEAR 
SINCE  1912 


The  Contrarian 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
April  19,  1983,  declared  a 
regular  quarterly  dividend 
of  40  cents  per  share 
of  common  stock,  payable 
June  6,  1983,  to  share- 
holders of  record  May 
20,  1983. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Finan- 
cial Relations,  Dept  C, 
ENSERCH  Center,  Box  999, 
Dallas,  Texas  75221. 


CORPORATION 


Tick, 
Tick, 
Tick. 


Imagine  living  with  a 
potential  time  bomb  inside 
you  That's  exactly  what 
it's  like  tor  the  thousands 
of  sons  and  daughters 
of  Huntington's  Disease 
victims. 

Give  generously  to 
The  National  Huntington's 
Disease  Association 


128A  East  74  Street 
New  York,  N  Y  10021 


This  space  coniribulea  by  publisher 
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RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet  2nd  &  3rd  Aves.) 

753-8450-1 


N.Y; 


The  competition  claims  that  low  PIE 
stocks  don  V  provide  superior  results.  Ap- 
parently, they  never  heard  of  dividends. 

IMPERFECT 
CRITICISM 


By  David  D  reman 


Fortune  magazine  stubbornly  main- 
tains that  the  stock  market  is  an 
efficient  pricing  mechanism,  a  the- 
ory that  only  an  academician  could 
love  and  one  that  many  active  in- 
vestors think  is  far-fetched.  My  ap- 
proach, by  contrast,  is  to  find  value 
others  miss.  In  its  latest  issue,  For- 
tune calls  me  "the  most  devout  be- 
liever in  unpopular  stocks" — for 
which  I  thank  the  editors.  But  the 
magazine  goes  on  to  say:  "Formulas 
based  on  P/Es  and  other  simple  ra- 
tios don't  seem  to  work." 

How  does  Fortune  know  this? 
One  of  its  editors  used  a  hand-held 
calculator  to  measure  the  perfor- 
mance of  a  group  of  stocks  selected 
randomly  from  its  "500"  list.  The 
test  involved  one-year  and  five-year 
periods,  but  unfortunately  the  writ- 
er overlooked  some  pitfalls  that  I 
have  repeatedly  pointed  out. 

Most  important,  if  you  want  to 
make  money  in  markets,  don't  fall 
for  short-term  records.  More  has  al- 
ready been  lost  this  way  than  bank- 
ers would  write  off  if  all  Third 
World  countries  defaulted  at  once. 
Is  five  years  short  term?  For  issues 
as  sweeping  as  this,  it  certainly  is. 

Many  a  guru  can  look  good  for 
two  or  three  years,  or  even  four  or 
five.  Joe  Granville  and  Henry  Kauf- 

David  Dreman  is  managing  director  of 
Dreman,  Gray  &  Embry,  Investment  Coun- 
sel, Neiv  York,  and  author  of  The  New 
Contrarian  Investment  Strategy 


man  fielded  everything  until  they 
free-fell  from  Mt.  Olympus  last 
year.  The  same  for  trendy  stocks. 
Oil-service  companies  were  hot  for 
seven  years,  then  came  the  glut,  and 
poof!  Or  remember  the  five  years 
before  1973,  when  without  a  gun  in 
your  hand  you  couldn't  force  an  in- 
stitution to  buy  anything  but  the 
top  50  stocks.  Then  the  roof  caved 
in  on  the  two-tier  market.  The  re- 
frain is  endless. 

Unfortunately,  the  argument 
doesn't  end  here.  The  problem  with 
Fortune's  logic  goes  to  the  heart  of 
efficient-market  theory  and  once 
again  shows  the  dangers  of  trusting 
a  short-term  record.  I'm  referring  to 
Beta  risk,  the  statistical  measure  of 
a  stock's  volatility.  The  theorists 
say  that  markets  are  efficient  be- 
cause Betas  are  stable  and  predict- 
able. This  mouthful  means  that  in- 
vestors, always  behaving  unemo- 
tionally and  with  the  precision  of  a 
high-powered  computer,  know  ex- 
actly the  risk  they  are  taking  in  each 
stock  or  portfolio  they  buy. 

Sounds  good,  and  the  statistics 
looked  impressive  in  the  late  Sixties 
when  Modern  Portfolio  Theory  was 
developed.  But  today  the  very  Betas 
that  were  MPT's  Holy  Grail  have 
been  proved  useful  only  as  past  mea- 
sures—not as  predictors — of  risk. 
Once  again,  a  short-term  record,  this 
time  of  the  efficient  market  itself, 
has  been  blown  out  of  the  water. 

This  brings  me  back  to  the  For- 
tune column.  Its  author  believes 
low  P/E  investing  is  a  gimmick.  He 
is  wrong.  It  is  a  formula  based  on 
the  largest  and  longest-standing 
body  of  empirical  evidence  about 
stock  market  investing  that,  to  my 
knowledge,  exists  today.  Numerous 
major  studies,  overlapping  the  last 
45  years  and  using  far  more  stocks 
than  could  be  fed  into  a  hand-held 
calculator,  all  came  out  with  results 
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I  favoring  low  P/E  stocks. 

So  what  do  studies  of  one  or  a  few 
i years  mean?  Next  to  nothing,  as 
academic  work  shows  convincing- 
ly. The  leading  mutual  funds  in  one 
period,  for  example,  often  turn  out 
:to  be  laggards  in  the  next. 

To  make  matters  worse,  Fortune 
jmade  a  major  boo-boo.  Its  analysis 
ignored  dividends,  and  the  author 
indicated  that  factoring  them  in 
wouldn't  have  made  a  significant 
difference.  This  dismisses  the  fact 
»:hat  low  P/Es  and  high  yields  fre- 
quently go  together.  And  reinvested 
dividends  are  the  major  source  of 
ong-term  stock  market  returns. 

A  2,000-stock  analysis  I  presented 
jq  this  column  several  years  back, 
or  example,  showed  that  the  30% 
with  the  lowest  P/Es  had  approxi- 
mately 2Vi  to  3  times  the  yield  of 
i:heir  higher-flying  brethren.  These 
iividends  provided  better  price  pro- 
jection in  bad  markets  and  higher 
;  jrice  appreciation  in  good  ones.  Fac- 
toring in  dividends  is  irrelevant? 
sZome  on  now,  fellows. 
;  I  agree  with  Fortune.  There  are  no 
;>lack  boxes  in  investing.  But  I  do  not 
relieve — and  evidence  supports 
me — that  the  market  is  an  efficient 
pricing  mechanism.  Because  it  is  in- 
efficient, it  often  bestows  low  P/Es 
<vhere  they  are  not  deserved.  In  time, 
investors  will  correct  these  poor 
judgments,  but  rarely  overnight. 
:  My  strategy,  then,  is  not  one  for 
j  he  impatient  or  for  those  who  want 
last  gains  to  brag  about  with  their 
;uncheon  buddies.  Buying  low  P/E 
stocks  requires  patience — and  the 
liscipline  to  get  out  of  the  crowd's 
vay  when  it  is  overenthusiastic  and 

0  get  into  the  market  when  others 
ire  selling  everything  in  sight. 

If  you  are  looking  for  thrills  in  the 
;  hort  term,  low  P/E  is  not  for  you. 

1  Meanwhile,  the  Boot  Hill  of  ex-gun  - 
!  lingers,   arbitragers   and  trigger- 
harp  commodity  men  grows  larger 
very  year.  This  year's  crop  of  mir- 
cle  money  managers  will  provide 

Its  own  share  of  corpses. 
:  On  the  other  hand,  you  may  want 
,  proven  method  of  making  money 
iy  going  against  the  crowd.  If  you 
iiave  discipline  and  can  think  long 
erm,  then  paying  a  minimum  mul- 
iple  for  earnings  and  buying  good- 
■  uality,  larger-capitalization,  high- 
;  ielding  stocks  should  serve  you 
j^ell — whether  you  use  a  hand-held 
alculator  or  not.  ■ 
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Business  news  in  the  round. 


The  executives  who  run 
the  world's  20,000  largest 
corporations  were  asked  to 
name  their  most  reliable 
source  of  Business  News* 

The  result  may  surprise 
you,  but  it  won't  surprise 
American  readers  of  the 
Financial  Times. 


If  you  haven't  seen  the 
Financial  Times  recently, 
we'd  like  to  send  you  a 
sample  copy. 

Write  or  call: 
FT  Publications,  Inc. 
75  Rockefeller  Plaza, 
New  York,  NY  10019 
(212)  489  8300 


FINANCIAL  TIMES 


E33EWi'J2J»  Tokyo  to  protest  Invest  rate 

Miners     Chrysler    agaillSt  French  as   hopes  bring 


*  Survey: 
Annual 
Investment 
Files  1982 


T.  Rowc  Price  Introduces: 

The  stock  fund  with 
dividends  for  today  and 
growth  for  tomorrow. 

Invest  in  our  new  Growth  &  Income  Fund  for 
current  income  and  the  potential  for  long-term  appreciation. 

The  Growth  &  Income  Fund  lets  investors  participate  in  equity  markets,  while 
providing  the  convenience  and  flexibility  of  a  no-load  mutual  fund.  And  there's  never  a 
charge  to  purchase  or  redeem  shares.  Bv  seeking  high  current  vield  as  well  as  growth, 
some  of  the  volatility  of  common  stock  investing  should  be  reduced.  An  excellent  basic 
equity  holding  for  investors,  the  Fund  is  also  well  suited  for  retirement  plans,  where 
investors  can  compound  dividends  on  a  tax-deferred  basis. 
The  Fund  gives  vou  the 


flexibility  of  free  exchange 
among  our  ten  no-load 
funds,  and  toll-free  tele- 
phone service  for  full  con- 
trol of  your  investment. 

loin  the  T.  Rowe  Price 
Family.  More  than  25,000 
of  our  shareholders  are 
already  benefiting  from  their 
nearly  $100  million  invested 
in  the  Growth  &  Income 
Fund.  Call: 

1-800-638-5660 

In  Baltimore  547-2308 


r 


YES!  Please  rush  me  a  free  Growth  &  Income  Fund 
information  kit  arid  prospectus,  with  more  complete  infor- 
mation, including  management  fee  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest. 

Name  


Address. 
Citv  


-State- 


.Zip_ 


T.  Rowe  Price 

100  Fast  Pratt  Street,  Baltimore,  MD  21202 


T  Roue  Price  Marketing,  Int.,  Distributor 
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Flashbacks 


"The  more  things  change. . . ." 
I  Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

Worn  the  issue  of  May  26,  1923) 

About  200,000  workers  have  been 
Bided  to  factory  payrolls  in  New  York 
Rate  since  the  first  reports  of  a  labor 
Liortage  appeared  a  year  ago,  says  the 
li  ate  Labor  Department.  'Only  in  the 
lionths  of  September  and  October 
j  '22  and  March  1923/  says  the  state- 
tent,  'has  the  number  of  workers 
Jailed  for  by  the  employers  exceeded 
jfie  number  of  persons  registered  for 
Lork  since  October  1920.  There  is 
pw,  however,  a  plain  trend  toward  a 
fal  shortage  of  labor.'  " 

iTo  prevent  the  exodus  of  Negroes 
lorn  the  South  to  the  North,  joint 
|  eetings  of  white  and  Negro  citizens 
|ive  been  called  in  many  southern 
kties  to  discuss  the  situation.  Activi- 
tes  of  labor  agents  from  the  North  are 
Loder  investigation  in  Tennessee." 

tieciprocity  with  the  U.S.  on  agncul- 
itral  produce  was  proposed  in  the 
Canadian]  House  of  Commons  by  the 
Jon.  W.S.  Fielding,  Minister  of  Fi- 
jince,  in  connection  with  the  intro- 
jjction  of  his  annual  budget.  It  seems 
|:rtain,  however,  that  if  the  new  pro- 
!j)sals  should  be  approved  in  Parlia- 
ment, and  should  the  American  gov- 
ernment be  prepared  to  accept  the 
Canadian  proffer,  a  vigorous  political 
pntest  would  be  precipitated,  with 
tie  possibility  of  another  election  in 
he  coming  fall.  The  manufacturing 
ji'ovinces  of  Eastern  Canada  are 
lirongly  opposed  to  the  measure,  as 
I  ley  believe  it  would  eventually  lead 
id  reciprocity  in  industrial  products." 


ifty  years  ago 

hay  15,  1933) 

This  spring,  with  despair  in  his 
■jbart,  the  retail  druggist  is  seeing  cos- 
netics,  toothpaste,  mouthwash,  and 
|:her  packaged  drug  items  blossom 
lit  on  grocers'  shelves.  The  druggists' 
few  menace  got  its  start  when  a  gro- 
i):r  in  Houston,  Tex.  installed  a  pack- 
ed drug  department  and  found  that 
3th  profits  and  sales  took  an  upward 
lrn.  Now  the  plan,  sponsored  largely 
\y  voluntary  grocery  chains,  is  head- 
lg  north  and  east,  accompanied  by 
itter  protests  from  druggists.  They 
i  ar  that  if  the  invasion  continues, 
3,000  grocers  will  be  selling  drugs  by 
lie  end  of  the  year." 


The  Depression  spurred  Alcoa  to  introduce 
this  lightweight  aluminum  wheelbarrow 


"Three  years  ago  many  thousands,  in 
large  cities  and  small,  were  spending 
their  hard-earned  money  to  see  a  sen- 
sational so-called  travel  film,  Ingagi. 
The  picture  was  a  glaring  fake,  a  mon- 
strous misrepresentation.  Every  cent 
paid  for  admission  .  .  .  was  diverted 
from  legitimately  operated  motion 
picture  theatres.  On  Apr.  8,  1931,  the 
case  came  before  the  Federal  Trade 
Commission.  On  May  5,  1933,  the 
Commission  announced  that  the  pro- 
ducers of  Ingagi  must  'cease  and 
desist.' 

"This  after  nearly  three  years!  This 
after  the  fake  film  has  done  all  the 
damage  it  possibly  could!  This  after  it 
no  longer  has  power  to  hurt  self-re- 
specting exhibitors!  .  .  .  Verily,  gov- 
ernmental 'protection'  protects 
weirdly  but  not  wonderfully." 

"When  the  1907  panic  was  raging,  the 
late  J.P.  Morgan,  who  became  com- 
mander-in-chief of  the  financial 
world,  telephoned  C.A.  Coffin,  then 
head  of  General  Electric,  and  asked 
how  he  was  circumstanced  financial- 
ly. It  so  happened  that  the  farsighted 
electric  veteran,  sensing  coming  trou- 
ble, had  accumulated  [some  15)  mil- 
lions in  hard  cash.  Rather  proudly,  he 
assured  Morgan  that  he  was  all  right. 

"  'How  much  money  have  you  got?' 
queried  the  banker.  Told,  he  peremp- 
torily ordered,  'Send  over  half  of  it  at 
once.'  And  without  further  ceremony, 
commander-in-chief  Morgan  hung  up 
the  telephone." 


Twenty-five  years  ago 

(May  15,  1958) 

"  'There  are  just  two  periods  in  the  oil 

business,'  the  late  Harry  F.  Sinclair 
told  a  newspaperman  in  1921.  'One  is 
when  you  are  accumulating  oil  re- 


Edited  by  Dero  A.  Saunders 

serves.  The  other  is  when  you  are 
selling  them.'  .  .  . 

"Last  month  a  period  of  historic 
accumulation  seemed  to  be  drawing 
to  a  dramatic  climax.  In  the  Middle 
East,  reserves  were  up  a  staggering 
15%  in  just  one  year.  Latin  American 
reserves,  led  by  Venezuela,  shot  up 
17%.  Africa  had  still  to  make  the 
weight  of  its  own  vast  reserves  felt, 
but  that  the  Dark  Continent  has  rich 
fields  nobody  doubted.  Already  the 
signs  of  oversupply  were  painfully 
evident:  In  Texas  last  month,  produc- 
ers were  working  an  eight-day  month 
for  lack  of  customers." 

"Among  the  U.S.'  larger  corporations, 
$485  million  (assets)  Deere  &.  Co.  is 
one  that  has  consistently  ignored 
most  of  the  rules.  Broken  rule  number 
one:  For  all  practical  purposes  it  has 
failed  to  diversify.  Broken  rule 
number  two:  It  has  tied  up  so  much 
cash  in  receivables  (currently  $224.3 
million,  or  46.2%  of  its  total  assets) 
that  it  has  sometimes  looked  more 
like  a  finance  company  than  a  manu- 
facturer. Broken  rule  number  three:  It 
has  gone  in  for  no  grandiose  expan- 
sion programs,  has  increased  its  net 
investment  in  plant  and  equipment 
by  a  mere  $38  million  over  the  past 
ten  years. 

"But  just  as  consistently  as  it  has 
broken  rules,  the  Moline,  111.  firm  has 
gone  on  year  after  year  piling  up  far 
and  away  the  most  impressive  profit 
margins  in  the  sluggish  and  highly 
competitive  farm  equipment  busi- 
ness. In  the  latest  five  years  Deere's 
operating  profit  margins  have  aver- 
aged 17  cents  on  the  sales  dollar  as 
compared  with  just  9.2  cents  for  com- 
petitor International  Harvester  and 
6.5  cents  for  Massey-Ferguson." 


Deere  &  Co.  Preside)  it  William  A.  Hewitt 
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It  takes  a  person  who  is 
wide  awake  to  make  his 
dreams  come  true. 
Roger  Babson 


Life  is  either  daring 
adventure  or  nothing. 
Helen  Keller 


Without  hope  men  are  only 
half  alive.  With  hope  they 
dream  and  think  and  work. 
Charles  Sawyer 


Experience  shows  that  sometimes 
success  is  due  less  to  ability 
than  to  zeal.  The  winner  is 
he  who  gives  himself  to  his 
work;  body  and  soul. 
Charles  Buxton 


Great  actions  are  not 
always  true  sons  of  great 
and  mighty  resolutions. 
Samuel  Butler 


If  you  have  the  will  to  win, 
you  have  achieved  half  your 
success;  if  you  don't,  you 
have  achieved  half  your  failure. 
David  V.A.  Ambrose 


To  believe  is  to  be 
strong.  Doubt  cramps 
energy.  Belief  is  power. 
Frederick  William  Robertson 


Great  hopes  make  great  men. 
George  Fuller 


The  greatest  asset 
of  a  man,  a  business 
or  a  nation  is  faith. 
Thomas  J.  Watson 


Don't  part  with  your 
illusions.  When  they 
are  gone,  you  may  still 
exist,  but  you  have 
ceased  to  live. 
Mark  Twain 


Thoughts 

on  the  Business  of  Life 


The  future  destiny  of  the 
child  is  always  the  work 
of  the  mother. 
Napoleon  Bonaparte 


Have  patience,  remembering 
that  everything  worth  building 
costs  much  expenditure  of  zeal 
and  effort  and  sweat.  Also  hare 
faith,  and  never  for  a  moment 
doubt  your  ability  to  do  the 
things  you  really  want  to  do. 
B.C.  Forbes 


Genius  is  eternal  patience. 
Michelangelo 


He  that  is  overcautious 
will  accomplish  little. 
Johann  Schiller 


A  man  who  is  master  of 
patience  is  master  of 
everything  else. 
George  Savile 


The  important  thing  in  life 
is  to  have  a  great  aim  and 
to  possess  the  aptitude  and 
the  perseverance  to  attain  it. 
Goethe 


God  is  with  those  who 
patiently  persevere. 
Arab  Proverb 


Most  men  fail,  not  through 
lack  of  education,  but  from 
lack  of  dogged  determination, 
from  lack  of  dauntless  will. 
Orison  Swett  Marden 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


It  is  never  too  late  to 

be  what  you  might  have  been. 

George  Eliot 


The  great  pleasure  in  life 
is  doing  what  people  say 
you  cannot  do. 
Walter  Bagehot 


Follow  your  own  bent  no 
matter  what  people  say. 
Karl  Marx 


In  actual  life  every  great 
enterprise  begins  with  and 
takes  its  first  forward  step 
in  faith. 

August  Schlegel 


A  Text . . . 

According  as  he  hath 
chosen  us  in  him  before 
the  foundation  of  the 
world,  that  we  should 
be  holy  and  without  blame 
before  him  in  love. 
Ephesians  1:4 


Sent  in  by  Sister  Benuce  Segar,  Kirkwood, 
Mo.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


The  first  and  final  thing 
you  have  to  do  in  this  world 
is  to  last  in  it  and  not  be 
smashed  by  it,  and  it  is  the 
same  way  with  your  work. 
Ernest  Hemingway 


Go  confidently  in  the  direction 
of  your  dreams.  Live  the 
life  you  have  imagained. 
Henry  David  Thoreau 


204 


FORBES,  MAY  23,  19) 


ntroducing  a  new 
bieed  of  Bulldog. 


ire  comes  Mack  Ultra-Liner®. 
.  a  lot  more  Bulldog.  And  a 
Die  lot  more  than  just  another 
:k. 

t's  the  cabover 
icept  reengineered 
ti  the  roofline  to  the 
td.  Aerodynami- 
ly  efficient.  Light- 
ight,  yet  incredibly 
>ng.  Incomparably  spacious 
de.  And  revolutionary 
Dughout. 

A  Revolutionary 
Cabover  Design 

■Tie  sleek,  rugged  Maxi-GlassT 
d  defies  rust  and  corrosion.  It 


seals  out  noise  and  weather.  It's 
easy  to  repair.  And  an  exclusive 
structural  cage  provides  unique 
driver  protection. 

Inside,  it's  smooth, 
comfortable  and  quiet. 
And  a  truly  productive 
environment. 


/   The  human  engineering 
f  is  obvious.  The  windshield 
is  distortion  free.  The 
two-spoke,  soft-feel  wheel 
tilts  and  telescopes.  All 
instruments  and  controls 
are  TMC  positioned  for 
ideal  visibility  and  reach. 

The  patented  new  shifter  in 


the  Ultra-Liner  model  is  a  break- 
through in  "breakaway"  design. 

The  environmental  system 
combines  heating,  defrosting,  air 
circulation  and  optional  air  con- 
ditioning into  one,  highly  efficient 
unit. 

Trim  levels  range  from  func- 
tional all  the  way  to  the  ultimate 
in  luxury. 

Add  up  all  the 
standard  features 
and  you've  got  a 
COE  that  sets  new 
standards  for  the 
industry. 

Best  of  All,  It's  Got 
Balanced  Design 

Ultra-Liner  is  built  according  to 
Macks  Balanced  Design  concept. 
With  proven  Mack  components 
working  together  for  the  greatest 
efficiency. 

You  can  choose  Mack  Econo- 
dyne®  engines.  You  can  choose 
our  new  T-200  series  transmis- 
sions. Or  if  you  prefer,  you  can 
choose  from  a  selection  of  popu- 
lar components  from  other 
manufacturers. 

"Built  Like  a  Mack  Truck"® 

Those  are  proud  words.  And 
no  matter  how  you  look  at  it, 
Ultra-Liner  has  been  built  to 
produce.  And  to  keep  on  pro- 
ducing, mile  after  mile. 

Mack  Ultra-Liner.  Starting  to- 
day, every  other  cabover  on  the 
road  will  have  to  play  catch-up. 


Mack 

TRUCKS 


^    One  of  The  Signal  Companies  I 


What  America  needs  is  less  bull  and  more  Bulldog. 


^Pfc"  ^fc^ 

«r 


I 

I 
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In  today's  highly  volatile  foreign  exchange 
market,  there's  one  bank  that  can  make  your 
business  a  little  simpler. 

Barclays  Bank. 

Barclays  is  the  biggest  foreign  exchange 
dealer  in  the  world's  biggest  foreign  exchange 
center- London. 

So  whatever's  going  on  in  the  world, 
Barclays  is  in  the  right  place,  at  the  right  time, 
to  give  you  the  right  quote. 


J 


MORE  MONEY  FOR  YOUR  MONEY 

The  sheer  size  and  scale  of  Barclays' for 
exchange  dealings  guarantees  you  extreme 
competitive  exchange  rates. 

And  also  means  that  Barclays  can  offer 
the  widest  range  of  currencies  you'll  find 
anywhere. 

A  point  worth  bearing  in  mind  when  yc 
need  Saudi  Arabian  riyals, or  Venezuelan 
bolivars,  or  whatever. 


BARCLAYS  BANK  INTERNATIONAL,  NEW  YORK,  15  OFICES  IN  THE  USA  /  BARCLAYS  BANK  OF  CALIFORNIA,  SAN  FRANCISCO.  57  BRANCHES  /  BARC 


foes 


^op  executives  from  archrivals  Hertz  and  Avis  usually  don't  have  cozy  chats. 
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But  on  reD.  4,  l^oz  josepn  vinona,  president  oi  Jtiertz  Europe,  nuaaiea 
ti  Avis  CEO  J.  Patrick  Barrett  in  the  TWA  Ambassador  Lounge  at  JFK 
port.  Subject:  the  presidency  of  Avis.  Vittoria  was  en  route  to  his  Hertz  post 
^>ndon,  and  Barrett  wanted  to  sound  him  out  before  the  plane  took  off. 
Vithin  weeks  of  the  clandestine  meeting,  Vittoria  agreed  to  leave  the  driver's 
t  of  Hertz  Europe  and  try  harder  at  Avis,  where  he  is  now  president.  He  is 
i  a  defendant  in  a  notable — and  increasingly  common — kind  of  lawsuit.  His 
employer  claims  he  had  no  right  to  change  hats  and  head  up  the  competition, 
s,  despite  the  facts  that  Vittoria  had  been  removed  from  the  presidency  of 

"tz  and  that .  .  .  (the  story  "Who  owns  your  brains?"  continues  on  page  168) 


This  is  a  rugged  yet  unmistakably 
elegant  timepiece.  The  bracelet  is 
hand-carved,link-by-link,from  a  solid 
block  of  18K  gold.  The  matching  case, 
is  sculpted  by  hand,  in  La  Cote-aux- 
Fees,  Switzerland.  Inside  is  a  precise, 
thin,  electronic  quartz  movement  that 


never  needs  winding.  This  watch  is  a 
total  of  132  grams  of  18Kgold.  It  is 
water-resistant.  And  shock-resistant. 

The  Piaget  Polo  Day/Date  is  the 
Ultimate  Sportswatch  as  well  as  the 
ultimate  calendar  marking  second, 
minute,  hour,  day  and  date. 


The  Piaget  Polo  Day/Date.  From 
the  world's  most  exquisite  watch 
collection:  Piaget. 

For  brochure  send  3**^** 


$1.50  to  Piaget,  Dept. 
FB,  650  Fifth  Ave., 
N.Y.,  NY.  10019. 
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WE'VE  GOT  ACREST 
OF  OPPORTUNITY  FOR 
YOU  ALL  ALONG 


PLANT  SITES  BY 
THE  THOUSANDS. 

As  the  nation's  longest  railroad, 
Burlington  Northern  can  offer  you 
an  outstanding  variety  of  choice 
locations  across  the  country. 

Properties  are  available 
throughout  the  25  states  we 
serve— both  our  own  substantial 
real  estate  holdings  and  those 
of  private  developers  with  whom 
we  work  closely. 

FROM  SEA  TO 
SHINING  GULF. 

Whether  you're  looking  for  a 
rural  or  an  urban  location,  we'll 
help  you  find  the  ideal  place  for 
your  next  plant.  We  have  sites  in 
or  near  most  major  markets  from 
Canada  to  the  Gulf,  and  from  the 
Pacific  Northwest  to  Alabama 
and  Florida. 


LOCATIONS  ARE 
MORE  THAN  LAND. 

Your  needs  don't  stop  at  real 
estate.  Neither  do  our  services. 
We  understand  the  importance  of 
natural  resources,  people 
resources,  transportation  and 
a  favorable  governmental  climate. 
So  our  local  experts  across  the 
country  will  help  you  find  the 
ideal  combination  of  property  and 
business/living  environment. 


ONE  CALL  WILL 

EXPAND  YOUR  HORIZONS. 

If  you  want  to  find  out  more,  call 
Joe  Galassi,  Vice  President,  or 
Ed  Riebow,  Director  of  Field 


Operations,  in  St.  Paul,  at  (612) 
298-2346.  They  can  give  you  a 
wide  variety  of  location  choices  to 
consider.  And  each  comes  with 
America's  longest  railroad  ready 
to  go  to  work  for  you. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C683 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


There's  one  hitch  to 
the  Seligman  Capital  Fund 

and  its 
splendid 
record. 

It's  not  for 
everyone. 

If  you  don't  need  current 
income  and  you  re  the  kind  of 
person  who's  willing  to  take  above- average  risks  hoping 
to  achieve  substantially  above-average  capital  appreciatioi 
the  Seligman  Capital  Fund  is  for  you. 

Consider  what  the  Fund  has  done  for  its  investors. 
Last  year  it  was  up  51.6%,  a  record  good  enough  to  make  j 
#1  among  mutual  funds  with  similar  investment  objective 
and  of  comparable  size? 

Now  a  one  year  wonderful  performance— and  you 
know  this  as  well  as  we  do— can  be  simply  a  flash  in  the  p; 
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But  that's  not  the  case  with  the  Seligman  Capital  Fund. 

Aside  from  the  1982  record,  the  Fund  has  performed 
significantly  better  than  the  stock  market  over  the  past  10 
^ears— as  measured  against  the  Standard  &  Poor's  Index  of 
500  Stocks  and  the  Dow-Jones  Industrial  Stock  Average. 

While  past  performance  is  no  guarantee  of  future 
investment  results,  Seligman 
Capital  Fund  is  the  choice  of 
many  investors. 

The  Fund  has  a  mix  of  both 
individual  and  institutional 
investors.  People  use  it  for  IRA 
or  Keogh  plans  or  as  part  of  an 
iggressive  investment  for  their 
future.  Corporations  may  use 
it  to  meet  long-term  goals  for 
pension  and  profit-sharing  plans 
md  institutions  may  find  the 
Fund  a  way  to  increase  capital  for 
their  future  needs,  (fx* 
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Ernest  A.  Remig,  President 
J.  &  W  Seligman  &  Co.  Marketing,  Inc. 
One  Bankers  TrustPlaza 
New  York,  N.Y.  10006 

Please  send  more  complete  information  on  Seligman 
Capital  Fund  and  a  prospectus,  which  covers  charges  and 
expenses  and  which  I  understand  I  should  read  carefully 
before  I  invest. 

Also,  please  send  information  on:  □  IRA    □  KEOGH 
My  broker  or  financial  planner  is: 

Name  and  Firm 
Address 

Name 


F301 


Address 


State 


Zip 


J 
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As  determined  by  the  Lipper-Mutual  Fund  Performance  Analysis,  calculated  on  the  assumption  that  the  capital  gain  distribution  was  taken  in  additional  shares. 
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168  Intellectual  Property 
Where  the  venture  capital- 
ists collide  with  corporate 
America.  It's  a  conflict  with 
a  little  right  on  each  side. 


41  Defense.  "They  just  told 
us  to  do  the  best  we  could 
with  smoke. " 


60  Municipal  Bonds. 
"Spreads  are  unconscio- 
nable. Were  are  so  many 
issues  and  thin  markets  " 


39  Airlines: 

Too  Close  For  Comfort 

Some  controllers  may  have  put  planes  on 
collision  course  to  win  early  retirement. 

41  Defense: 

The  Copperhead  Missile 

Here's  a  weapon  that  can't  miss.  Just  send 
two  foot  soldiers  ahead  to  aim  it. 

42  Companies: 

First  Interstate  Bancorp 

Franchised  banking  isn't  the  answer.  Maybe 
someone  is  asking  the  wrong  question. 

44  Shipping: 

The  Maritime  Administration 

Surprise.  Uncle  Sam  is  subsidizing  1 1  %  of  the 
nation's  offshore  drilling  rigs. 

44  Thrifts: 

Going  Commercial 

Business  loans  may  be  a  perfect  fit.  If  every- 
one doesn't  try  to  wear  the  same  suit. 

45  Streetwalker: 

A  Hibernating  Bear 

Tips  from  Robert  Wilson;  TV  stocks  to  watch; 
sons  of  big  guns. 

46  Companies: 
Komatsu 

A  lapanese  company  that  has  come  a  long 
way — with  a  lot  of  help  from  U.S.  friends. 

52  Companies: 
Westinghouse 

The  spotlight  is  shining  on  cable  television 
and  robotics.  And  for  once  the  turnaround 
might  be  real. 

60  Municipal  Bonds: 

The  Carnival  Barker  Is  Here 

Everyone  is  after  tax-free  investments  these 
days,  and  some  people  might  be  sorry. 

68  As  I  See  It: 

Chancellor  Geoffrey  Howe 

Not  every  European  wants  another  Bretton 
Woods  conference. 

73  South  America: 
What  Next? 

Some  of  the  world's  biggest  debtors  have 
invested  their  money  surprisingly  well. 


82  Companies: 

Arrow  Electronics 

First  came  the  tragedy.  Then  came  the  expan- 
sion. Next  comes  the  payoff. 

98  Numbers  Game: 

Rules  For  Changing  The  Rules 

When  last  year's  earnings  are  not  comparable 
with  this  year's — and  what  to  do  about  it. 

100  Companies: 
Dreyfus 

This  big  mutual  fund  manager  is  buying  a 
bank  so  it  can  lend  as  well  as  borrow. 

104  Companies: 
Conroy 

A  Sixties-style  conglomerate  that's  doing  sur- 
prisingly well  in  the  Eighties. 

107  The  Up  &  Comers: 
CPI 

Say  cheese — and  count  up  the  profits  from 
running  photo  studios  in  628  Sears  stores. 

108  The  Up  &  Comers: 
Feedback  Group 

Forget  the  nation  of  shopkeepers;  there's  en- 
gineering skill  aplenty  in  Britain.  Also:  Taco 
Viva;  Great  American  Puzzle  Factory. 


116  Technology: 

See  The  Brain  In  Living  Color 

There  is  a  new  way  to  look  inside  the  body 
that  leaves  CAT  scanners  in  the  dark.  Also: 
home  medical  electronics,  soybeans. 


126  Who  Gets  The  Most  Pay: 
Chief  Executives  Earnings 

Surprise.  In  a  period  of  economic  trial  and 
tribulation,  this  annual  survey  sees  its  first 
$50  million  man. 


156  Companies: 
Sperry  - 

A  computer  pioneer  seems  lost  in  the  woods. 

161  Companies: 
Black  &  Decker 

Selling  tools  was  great  when  folks  were 
buying  tools.  But  now  they  aren't.  BSUD 
wants  to  sell  small  appliances. 
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82  Arrow  Electronics:  "I 
decided  to  stare  the  reces- 
sion in  the  face. " 


107  The  Up  &  Comers:  "A 
20-)  'ear -old  relationship 
speaks  for  itself. " 


162  faxing  Matters:  The 
British  do,  things  different- 
ly— and  they  may  he  right. 


194  Tlx  Funds:  Investing 
is  one  place  where  experi- 
ence counts.  Make  sure 
you're  getting  it. 


162  Taxing  Matters: 

A  Proper  British  Example 

Coping  with  deferred  taxes  on  both  sides  of 
the  Atlantic.  Also:  Not-so-friendly  assessors 
and  how  to  beat  them. 


166  On  The  Docket: 
Watches  That  Aren't 

Quirks  in  customs  law. 
versus  the  doctors. 


Also,  the  lawyers 


168  Cover  Story: 

What  You  Know  May  Not  Be  Yours 

These  days  changing  jobs  can  have  unpleas- 
ant legal  consequences.  Here's  a  discussion  of 
what  they  mean  and  how  to  avoid  them. 


Faces  Behind  The  Figures 

180  John  Gfeller, 

Silhouette  Books 

180  Carol  J.  Parry, 
Chemical  Bank 

181  Bjorn  Ahlstrom, 

Volvo  North  American  Corp. 

181  Leone  Peters, 
Amerivest  Group 

182  Arnold  Aberman, 
Business  People,  Inc. 
182  Richard  Ringoen, 
Ball  Corp. 

184  Jack  MacAllister, 

US  West,  Inc. 


190  Statistical  Spotlight: 
The  Technology  Trap 

These  stocks  may  look  high  priced.  But  look 
again  and  they  seem  like  bargains. 


194  The  Funds: 

Whose  Record  Is  It  Anyway? 

Before  you  buy  a  mutual  fund  based  on  im- 
pressive long-term  performance,  make  sure 
the  portfolio  manager  is  still  around. 


200  Companies: 
Transitron 

The  shooting  star  that  went  out,  a  tale  of 
caution  for  the  Eighties. 
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A  short  circuit 
for  Transitron 


Only  the  names  change  . . . 

. . .  just  as  the  indices  reached  for  an  alltime 
peak  and  enthusiasm  was  running  high  for 
everything  electronic. .  an  underwriting 
group  headed  by  Merrill,  Lynch  offered  1  mil- 
lion shares  at  $36  and 25,000 buyers  scrambled 
[to  pay] . . .  $36  million  for  13%  of  a  company 
whose  total  assets  were  $22.8  million,  whose 
sales  were  only  $  \0  '>  million. 

A  rich  price,  that:  Not  10  times  earnings 
but  10  times  sales — for  a  young  company 
with  an  untested  record.  Is  this  an  incident  in  the  new  issue  boom  of 
1982-83?  Nope,  the  quote  is  from  Forbes  of  Mar.  1,  1960,  nearly  a 
quarter  of  a  century  ago.  That  long-ago  article  was  about  a  company 
called  Transitron,  billed  as  "the  new  Texas  Instruments."  And  what 
did  the  "new  TI"  do  for  its  public  shareholders?  Suppose  an  investor 
managed  to  get  a  nice  round  100  shares  of  Transitron  at  the  offering. 
What  would  he  or  she  have  today?  Just  $588  worth  of  stock  and, 
considering  inflation,  a  more  than  300%  loss  in  potential  purchasing 
power.  Keep  this  item  handy  for  the  next  time  a  tipster  tells  you  about 
a  hot  new  Something-or-other.  We  revisit  Transitron  on  page  200. 

Who  earns  what? 

Make  of  it  what  you  will,  but  America's  chief  executives  were  pretty 
well  insulated  from  last  year's  recession.  That  fact  emerges  clearly 
from  Forbes'  annual  report  on  CEO  compensation  that  starts  on  page 
126  in  this  issue.  The  average  CEO  salary  and  bonus  among  the  808 
companies  that  appear  on  the  Forbes  500  lists  came  to  $449,000  for 
1982,  as  against  1981's  $435,000.  This  isn't  a  big  gain— 3.2%— but 
considering  how  many  of  these  CEOs  were  closing  plants  and  cutting 
dividends,  it  gives  one  pause  for  wonder.  Are  CEOs  rewarded  simply 
for  making  it  to  the  top?  Or  is  there  some  connection  between 
accomplishment  and  remuneration?  How,  for  example,  does  Warner 
Communications'  Steve  Ross  justify  his  $3  million  after  what  hap- 
pened to  Warner's  earnings  in  the  fourth  quarter? 

All  told,  there  were  25  CEOs  with  salaries  and  bonuses  of  $1 
million  or  better  last  year,  up  from  15  the  year  before.  (There  were  a 
far  greater  number  whose  total  remuneration  was  $  1  million  or  better, 
but  this  number  is  a  bit  misleading  because  of  nonrecurring  options  or 
incentive  payments.) 

Other  highlights  of  our  survey: 

•  Company  size  and  CEO  compensation:  Average  CEO  salary  and 
bonus  for  firms  with  less  than  $500  million  in  revenues  was  $27 1 ,000. 
It  rose  to  $482,000  for  those  in  the  $1  billion  to  $5  billion  range,  and  to 
$686,000  for  companies  with  over  $5  billion  in  revenues. 

•  Routes  to  the  top:  Of  the  808  CEOs,  122  had  finance  backgrounds. 
Banking — but  mostly  for  banks — was  runner-up.  Other  good  roads  to 
the  top  were  technical  (97)  and  legal  (82).  Money,  technology,  law — 
those  were  the  big  three.  MBA  students,  please  note. 

•  Age:  Of  our  808  CEOs,  only  4  were  under  40;  108  were  between  40 
and  49;  371,  almost  half,  were  50  to  59,  and  325  were  60  and  over. 

Which  500? 

An  amusing  gaffe  in  the  May  23  Newsweek.  In  an  article  reporting  Wall 
Street's  admiration  for  Fed  Chairman  Paul  Volcker,  the  newsmaga- 
zine added  that  "The  Fortune  500  is  equally  staunch"  in  its  support. 
Neusweek  must  have  meant  The  Forbes  500s,  because  it  went  on  to 
quote  AT&T  Chairman  Charles  Brown  as  proof  of  its  proposition,  and 
Brown's  company  isn't  a  Fortune  500.  It  is,  however,  a  Forbes  500. 


Editor  , 
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a  tax-shelter 
plan  for  my 
employees? 

never  heard 
ofsuchathing: 
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Well,  meet  QVEC— our  Qualified  Volun- 
tary Employee  Contribution  plan. 

With  QVEC,  you  can  offer  your 
employees  tax-deductible  contributions 
plus  an  outstanding  return  guaranteed 
up  to  five  full  years— all  with  very  little 
effort  or  cost  to  your  firm. 

Employees  can  select  from  a  guaran- 
teed interest  account,  money  market  or 
equity  fund  accounts.  Deposits  to  the 
interest  account  are  guaranteed  the 
prevailing  competitive  interest  rate 
until  December  31,  1987.  Call,  or  write 
for  the  current  rate. 

While  only  the  first  $2,000  is  deduct- 
ible from  taxable  income,  employees 
may  contribute  up  to  an  additional  10% 
of  earnings.  The  income  from  al[  contri- 
butions accumulates  tax  free. 

Your  employees  will  love  you.  So  will 
your  benefits  people  or  accountant;  we 
do  virtually  all  the  paperwork. 

Ask  your  New  York  Life  Group 
Specialist.  Or  call  us  toll-free  at 
1-800-8474800.  In  Alaska  and  Hawaii, 
call  1-800-8474256;  in  New  York  State, 
I  call  collect  212-966-0513. 

New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  New  York  10010.  Life,  Group  and  Health  Insurance,  Annuities,  Pension  Plans 


THE  BUSINESS  OF  CREATING  MONEY  (READING  TIME:  7  MINUTES) 

How  to  create  your  own 
economic  boom  no  matter  where 
the  economy k  heading 


This  IS  NO  TIME  for  diplomatic  niceties:  It  simply  may  be 
unwise  to  consummate  a  major  financial  deal  without  consulting 
General  Electric  Credit  Corporation. 

You  are  likely  to  discover  a  different  and  perhaps  a  better  way 
of  doing  business— whether  you  are  in  FORTUNE'S  500  or  aspire  to 
it.  Many  have. 

The  examples  below  are  but  a  few  of  the  financial  packages 
GECC  created  last  year  for  the  needs  of  thousands  of  corpora- 
tions. We  tailor-make  each  package  from  a  vast  storehouse  of 
financial  options.  We  will  create  a  new  option  on  demand  and  can 
often  tell  a  company  what  its  needs  are! 

Read  on,  ask  us  questions. 


An  absorbing  short  story 

about  Scott  Paper's 
relationship  with  GECC 

Increasingly,  new  business  comes 
from  clients  who  feel  we've  created 
attractive  financial  packages  for 
them  in  the  past. 

With  Scott's  permission,  we 
thought  you  might  like  to  have 
a  peek  at  the  underpinnings  of 
two  packages  constructed  by 
GECC  that  increased  the  effi- 
ciency of  the  paper  company's 
financial  resources. 

The  first  transaction  was  for  a 
cogeneration  plant  in  Maine  that 
used  wood  chips  as  its  primary  fuel  to 


generate  steam  for  Scott's  operations 
and  electricity  for  sale  to  others. 
GECC  recommended  financing  the 
facility  with  a  structure  like  a  lever- 
aged lease. 

Two  basic  steps  were  employed  for 
the  $91  million  project: 

1.  GECC  invested  $47  million 
in  the  25-year  financing. 

2.  Separate  public  offerings  of 
$7  million  in  long-term  tax 
exempt  bonds  and  $37  mil- 
lion in  long-term  taxable 
debt  were  arranged  by  a 
major  investment  banker. 

GECC  was  then  awarded  a  second 
piece  of  business.  This  transaction, 
also  in  Maine,  was  a  leveraged  lease 


ONE  GECC  PROJECT  LED  TO  ANOTHER  WITH  SCOTT  PAPER.  We  helped 
Scott  finance  a  cogeneration  energy  plant  to  produce  steam  and  elec- 
tricity from  burning  wood  chips  and  coal.  Later,  we  designed  a  lever- 
aged lease  for  Scott's  fiber  recycling  plant.  Together,  the  two  financial 
packages  constitute  a  commitment  of  approximately  $60  million. 


financing  of  a  fiber  recycling  ph 
that  processes  waste  paper  into  p 
for  Scott  paper  products— mi; 
more  cost  efficient  than  produc 
the  same  products  from  timber. 

The  basic  steps  in  the  seca 
GECC  financial  package  were  simi 
to  the  first,  with  GECC  contributi 
$13  million  in  equity  and  leverag 
lease  debt  being  raised  through  pi 
lie  offerings. 

GECC's  work  on  the  second  trai 
action  took  a  mere  28  days  to  coi 
plete.  Two  reasons  why  GECC 
able  to  move  so  fast  is  that  we  ha 
so  many  options  at  our  dispo; 
and  are  not  overly  regulated  wb 
we  use  them. 


■ 


H 

No  pizza  pie-in-the-sky 
talk:  GECC's  $30  million  lin 
of  credit  to  Eastern  Milk  fbi 
two  mozzarella  cheese  plan! 

Offhand,  you  wouldn't  think  healt 
cows  would  give  the  largest  dai 
cooperative  in  the  Northeast  a  se 
ous  financial  headache.  But  Easte 
has  to  market  all  of  the  milk  th 
farmers  produce. 

It  began  when  the  cows  of  Easte 
Milk  did  what  healthy  cows  do 
spring  and  summer:  give  birth 
calves.  Nature  and  school  boar 
added  to  the  pain  by  doing  wh 
they're  supposed  to  do. 


a 


Nature  increased  the  hen 
lactation  by  25%— normal.  T 
school  boards  let  the  kids 
for  vacation— the  law.  Resu 
milk  demand  plunged. 

Disposing  of  surplus  milk  was  costi 
the  dairy  millions  a  year,  requirii 
additional  contributions  from 
3,500  member  farms.  The  fan 
understandably  balked— and  mei 
bership  began  declining  when  Eai 
ern  got  the  bright  idea  of  convertii 
milk  into  mozzarella.  They  pu 
chased  two  cheese  plants. 

The  plants,  however,  needed  to 
expanded  and  equipment  need' 
modernization.  Capital  was  sho: 
Banks  were  delaying  action  on  Eas 
era's  request.  Enter  GECC. 


st  step  in  the  Eastern  Milk  trans- 
ition: We  sent  a  detachment  of  our 

Id  people  to  evaluate  the  company. 

ley  are  specialists  in  every  aspect  of 
jsiness,  including  cows! 

GECC's  experts  discovered  that 
pspects  for  Eastern's  cheese  plants 

re  good  and  that  Eastern  could 
batly  improve  its  borrowing  power 
*  improving  its  accounts  receivable 
'ling  and  improving  its  collection 
bcedure. 

jWe  recommended  a  computerized 
beivables  program  for  the  dairy.  We 
bn  provided  them  with  Industrial 
iivenue  Bond  guarantees  of  $6.5 
llion.  And  because  we  believed  the 
kure  did  look  so  bright,  we  extended 
LStern  a  total  line  of  credit  of  $30 
dlion  for  more  expansion.  Head- 
me  cured. 

So  if  you  live  in  the  Northeast, 
chances  are  you've  enjoyed  a 
pizza  pie  make  with  100%  real 
mozzarella  from  Eastern  milk 
|  products.  And  as  a  result, 
cooperative,  cows  and  calves 
are  doing  very  well  indeed. 

:  Sour  condominium  market 
i  o  obstacle  as  GECC  finances 
)  »ne  of  the  largest  conversion 
!  >rojects  in  California  history 

(  hat  our  competitors  in  the  real 
I  Late  market  often  consider  a  risky 
;  y  of  doing  business,  GECC  thinks 
■as  innovative  and  flexible. 
I  The  difference  between  us  is 
M  il  illustrated  in  the  Shelter  Creek 


STUCK  WITH  MILK,  co-op 
dairy  makes  100%  real  moz- 
zarella. When  surplus  milk 
threatened  the  financial 
health  of  Eastern  Milk  Prod- 
ucts Co-op  Association,  the 
company  got  the  idea  of  buy- 
ing cheese  plants  to  dispose  of 
the  milk.  GECC  put  together  a 
financial  package— when  the 
banks  would  not— that  had 
everyone  at  Eastern,  including 
the  cows,  mooing. 

condominium  project  we  recently 
financed  in  San  Bruno,  California. 
Shelter  Creek  Company  faced  two 
seemingly  insurmountable 
problems. 

One,  end  loan  money  in  California 
had  all  but  dried  up.  Two,  most 
lenders  were  out  of  the  conversion 
financing  market  because  of  lagging 
sales  caused  by  the  first  problem. 

Undismayed— you  will  have  a  hard 
time  working  for  GECC  if  you  ever 
are— we  backed  Shelter  Creek 
because  we  believed  it  to  be  a 
sound  project  that  would  bear  fruit. 

With  our  commitment,  Shelter 
Creek  Company  was  able  to  secure  a 
municipal  tax  exempt  bond  issue  and 


provide  unit  buyers  with  attractive 
low  interest  rate  end  loan  money. 
GECC  created  two  loans  totalling 
$38  million  for  the  project,  large  by 
any  standard,  even  in  the  best  of 
times. 

Shelter  Creek  Company  got  its 
bond  issue  financing  and  so  was  able 
to  compete  very  favorably  with 
neighboring  condominiums  because 
its  buyers  could  obtain  below-market 
mortgages. 

Four  other  big  deals  that 
demonstrate  why  GECC  is  one 
of  America's  largest  diversified 
financial  services  companies 

Some  highlights.  For  details  on  these 
and  other  financial  packages  ar- 
ranged by  GECC,  mail  coupon. 

Three  steel  deals,  $315  million.  A 

major  American  steel  company 
decided  that  leasing,  arranged  by 
GECC,  provided  the  best  financing 
terms  for  its  long-term  assets. 


Cable  TV  lease,  $22  million.  GECC 
wrote  the  first  tax  oriented  lease 
financing  in  the  industry. 

Famous  retail  chain,  $50  million.  A 

floating  rate  loan  secured  by  ac- 
counts receivable,  inventories,  and 
real  estate  guaranteed  a  leading  fur- 
niture retailer  this  line  of  credit. 

Commercial  real  estate  "bow  tie," 
$30  million.  When  a  building  is 
sound,  but  requires  extensive  reno- 
vation, we  are  not  reluctant  to  pro- 
vide financing,  even  in  unfavorable 
economic  times. 

To  find  out  how  we  do  it,  mail  the 
coupon.  Or  call  800-243-2222.  In 
Connecticut,  call  800-942-2222. 
Thank  you. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road  Stamford,  Connecticut  06902 
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I'd  like  to  know  more  about  GECC's  ability  to  create  money  for  business.  Please  send  me 
your  information  kit  describing  25  additional  financial  packages  you've  arranged  in  recent 
months  and  the  1983  revised  edition  of  GECC's  "Guide  Through  the  Leasing  Maze." 
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Creating  Money  for  Business 
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Trends 


Edited  by  John  A.  Conway 


What  the  cities  need 

Rebuilding  America's  national  infra- 
structure, some  experts  say,  could 
cost  anywhere  from  $1  trillion  to  $5 
trillion,  sums  too  huge  and  a  spread 
too  vast  for  any  mind  to  grasp.  When 
the  nation's  cities  assayed  their  re- 
building needs,  however,  they  came 
up  with  far  more  workable  numbers. 
The  National  League  of  Cities  and  the 
U.S.  Conference  of  Mayors  asked  809 
cities  the  cost  of  each  of  the  three 


big  foreign  plantings.  The  Department 
of  Agriculture  says  Australia,  Western 
Europe  and,  maybe,  Canada  (big  ex- 
porters) will  harvest  more  than  in 
1982-83.  The  Soviet  Union  and  China 
(big  buyers)  are  expecting  large  har- 
vests of  their  own.  The  number  of 
acres  planted  in  the  U.S.  this  year  will 
be  down  sharply,  the  DOA  says,  but 
yields  will  be  up:  The  best  land  is  kept 
in  production  and  the  expected  drop  in 
exports  should  keep  wheat  stocks  at 
42  million  metric  tons,  about  the 


Toy  boat  in  a  Rhode  Island  pothole 

Rebuilding  may  cost  less  than  the  experts  predicted. 


priority  projects  (out  of  19  categories) 
they  needed  most.  Of  2,075  projects, 
the  cities  figured  35%  would  cost  $1 
million  to  $5  million  each;  the  150 
biggest  projects  were  estimated  at  $50 
million  or  more.  More  than  half  said 
they  had  to  have  federal  or  state  help 
to  restore  streets  and  roads, 
wastewater  treatment  and  bridges. 
But  more  than  half  also  said  they 
could  use  their  own  resources  where 
their  priorities  were  public  buildings, 
sidewalks,  traffic  control  and  water 
distribution  and  storage.  The  city  sur- 
vey attempted  no  overall  national  to- 
tals, and  if  the  list  of  priorities  had 
been  extended,  these  figures,  too, 
might  have  reached  into  the  trillion- 
dollar  cloudland.  (The  U.S.  Depart- 
ment of  Transportation,  for  instance, 
estimates  $184  billion  over  20  years 
for  rural  highways  alone.)  John  Gun- 
ther,  executive  director  of  the  Confer- 
ence of  Mayors,  while  granting  that 
this  canvass  is  not  all-encompassing, 
said  it  "gets  rid  of  the  'wish  list'  idea." 

The  good  earth 

Despite  the  new  U.S.  subsidies  to  re- 
duce stockpiles,  the  wheat  inventory 
isn't  likely  to  shrink  next  year,  partly 
because  of  good  growing  weather  and 


1982-83  record.  U.S.  subsidies  push 
prices  up  and  encourage  foreign  grow- 
ing, and  some  in  the  farm  world  are 
complaining.  But  a  surge  in  worldwide 
demand  to  cure  an  abundant  harvest  is 
not  on  the  horizon  now. 

A  dirge  for  diesels 

The  pocketa-pocketa  of  the  diesel  en- 
gine will  be  heard  less  in  the  land. 
Sales  of  diesel  automobiles  skidded 
48%  in  the  first  half  of  the  1983  mod- 
el year  (through  Mar.  31).  Steady  gaso- 
line prices,  high  price  tags  and  con- 
sumer disenchantment  seem  the  like- 
ly reasons.  For  whatever  cause,  sales 
were  only  119,000,  compared  with 
229,000  the  year  before.  General  Mo- 
tors suffered  the  most,  a  59%  drop, 
from  138,000  to  56,000,  according  to 
Automotive  News.  Volkswagen  went 
down  61%,  from  41,000  to  16,000. 
Mercedes  did  gain,  but  only  from 
25,000  to  27,000.  For  better  news, 
look  at  van  sales.  New  small  vans 
soon  to  be  released  could  revive  this 
market,  which  shrank  from  898,000 
sales  five  years  ago  to  41 1,000  in  1982. 
Chrysler  has  a  mini-van  due  early 
next  year;  GM  and  Ford  will  have 
models  in  1985. 


The  family  gambler 

Two-way  television  for  shopping, 
banking,  home  bookkeeping  and  other 
functions  still  needs  some  compelling 
reason  to  persuade  consumers  to  pay 
for  using  it.  (More  than  half  of  the  2 
million  to  4  million  terminals  in 
homes  now  are  used  primarily  for  video 
games.)  A  Connecticut  consulting 
firm,  International  Resource  Develop- 
ment, has  an  idea  it  thinks  might  do  the 
trick:  gambling.  "Gambling  services 
may  be  the  answer  to  get  consumers  to 
access  teletext  and  videotex,"  says  re- 
searcher Dave  Ledecky.  Bettors  now 
get  their  dope  from  newspapers  and 
then  bet  either  at  the  track,  at  off-track 
betting  parlors  or  with  illegal  bookies. 
"The  use  of  teletext  and  videotex  could 
result  in  one-stop  gambling,"  Ledecky 
says.  Given  the  human  craving  for 
fighting  the  odds,  it  sounds  like  a  prom- 
ising hook  for  "interactive  TV, "  but  its 
day  may  be  a  long  while  dawning.  Off- 
track  betting  is  legal  in  only  three 
states:  New  York,  Connecticut  and 
Nevada  (where  legalized  bookmaking 
means  anything  goes).  New  York's  off- 
track  betting  parlors  (which  enjoyed  a 
"handle,"  or  betting  total,  of  $1.5  bil- 
lion last  year)  have  tried  to  have  wager- 
ing extended  to  include,  for  instance, 
other  professional  sports,  but  so  far 
without  success. 

Who  pays  the  gas  tax? 

When  the  nickel-a-gallon  gasoline  tax 
increase  was  levied  on  Apr.  1,  motor- 
ists apparently  picked  up  most  of  the 
tab — and  then  some.  Gas  prices 
jumped  an  average  8.4  cents  a  gallon 
at  the  pump  in  April,  and  California 
oil-price  expert  Dan  Lundberg  says  a 
survey  of  17,000  stations  shows  the 
increases  could  hit  a  dime  very  soon. 
Retailers,  it  seems,  have  been  caught 
between  competition  (some  stations 
are  selling  gas  at  only  a  penny  or  two 
over  cost)  and  the  major  oil  refiners, 
most  of  which  raised  wholesale  prices 
almost  10  cents  last  month  to  make 
up  for  the  market  weakness  of  the  last 
six  months.  "I  can  honestly  say  I  don't 
know  of  any  station  that  hasn't  passed 
it  [the  tax  increase]  through  to  the 
consumer,"  says  Vic  Rasheed,  execu- 
tive director  of  the  Service  Station 
Dealers  of  America.  Spring  supplies 
are  always  tight,  but  the  National  Oil 
Jobbers  Council  says  this  year  is  par- 
ticularly bad  because  flooding  in  the 
Gulf  states  cut  some  oil  transmission 
lines.  Theoretically,  competition 
should  be  forcing  oil  dealers,  refiners 
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The  first  thing 
Wang  installs 

is  confidence. 


Wang  support.  It's  the  human        Our  commitment  to  customer 

link  that  makes  office  automation  support  also  includes  Wang 

work  for  everyone  in  your  office.  Laboratories  Certified  Supplies, 

And  it  begins  even  before  the  first  and  programs  provided  by  Cus- 

Wang  system  is  installed.  tomer  Engineering  through  the 

Wang  support  starts  with  our  WangCare  total  service  philosophy, 
written  commitment  to  a  success-  And  like  all  Wang  support  programs, 
ful  installation.  It  includes  pre-  they're  available  worldwide, 
installation  planning  from  our  Wang  support.  It's  the  key 
support  people  to  help  realize  the  that  turns  office  automation  into 
best  use  of  our  products  in  your  increased  productivity  and  profit- 
environment.  After  installation,  ability  for  everyone, 
we  offer  hands-on  training,  docu-       For  information,  call  1-800- 
mentation,  multi-site  account  225-9264,  or  write  to  Wang 
guidance,  and  advanced  appli-  Laboratories,  Inc.,  Business 
cations  and  technical  assistance  Executive  Center,  One  Industrial 
where  and  when  you  need  it.  Avenue,  Lowell,  MA  01851. 
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Trends 

and  producers  to  absorb  some  of  the 
tax,  and  the  Independent  Petroleum 
Association  of  America  insists  that 
they  are.  But  Lundberg's  survey 
showed  retail  prices  climbed  from  an 
average  $1.12  a  gallon  in  March  to 
about  $1.20  in  April.  Maine  was  par- 
ticularly hard  pressed,  says  Rasheed. 
That  state  passed  its  own  5-cent  tax  as 
well,  and  wholesale  prices  there  went 
up  another  3  cents  to  5  cents.  In  spite 
of  all  this,  the  Energy  Department 
continues  to  forecast  a  steady  drop  in 
gas  prices  until  summer  1984.  Why?  It 
cites  declining  oil  prices  and  slack 
demand. 


Businessman's  blessing 

Reversing  its  field,  the  U.S.  Chamber 
of  Commerce  will  endorse  some 
Democrats  in  the  1984  congressional 
races.  Last  year  the  chamber  drew  fire 
by  endorsing  about  100  GOP  candi- 
dates for  the  House  and  Senate,  but  no 
Democrats  (although  it  did  back  some 
in  primary  races).  Next  year,  however, 
according  to  Senior  Vice  President 
Richard  Breault,  the  chamber  will 
automatically  give  its  blessing  to  any 
incumbent  with  a  70%  or  better  pro- 
business  voting  record,  contingent  on 
local  business  support,  regardless  of 
party.  The  chamber's  new  chairman, 
Edwin  Dodd,  who  is  chief  executive  of 
Owens-Illinois,  notes  that  "the  phi- 
losophy of  Republican  candidates 
more  often  than  not  has  been  consis- 
tent with  that  of  the  chamber."  But, 
he  adds,  "there  are  many,  many  fine 
Democrats." 


Behind  the  numbers 

Those  "10%  unemployment"  statis- 
tics mask  what  happens  to  the  people 
behind  them,  according  to  a  new 
study  for  the  New  York-based  Confer- 
ence Board,  which  shows  that  24%  of 
all  wage  earners  were  unemployed  at 
least  once  during  the  last  year.  The 
survey  of  5,000  families,  the  Confer- 
ence Board  says,  also  shows  average 
unemployment  was  19  weeks,  longer 
than  in  any  previous  recession. 
Among  those  unemployed  during  the 
last  year,  44%  were  husbands,  32% 
were  wives  and  35%  other  family 
members  or  singles.  In  about  10%  of 
the  homes,  more  than  one  person  was 
out  of  work.  Unemployment  was 
higher  than  average  among  those  un- 
der age  55  and  those  earning  less  than 
$25,000  a  year.  Rates  were  highest  in 
the  Midwest,  Rocky  Mountain  and 
Pacific  Coast  regions.  The  analysis 


also  showed  that,  after  inflation,  per 
capita  income  rose  only  0.6%  a  year 
since  1978,  compared  with  an  annual 
2.4%  during  the  1970s. 


A  chaw  for  children 

Candy  will  harm  teeth  and  chewing 
tobacco  will  make  gums  recede,  but 
children  like  both — at  least  in' Geor- 
gia. So  says  Dr.  Steven  Offenbacher, 
director  of  Emory  University's  new 
periodontics  research  facility.  A 
recent  study  of  500  Atlanta  elemen- 
tary and  high  school  boys  showed  that 
15%  used  chewing  tobacco  regularly 
and  11%  regularly  used  snuff.  The 
study  shows  that  20%  of  the  boys, 
aged  10  to  16,  used  "smokeless  tobac- 
co" almost  daily  (and  many  of  the 


Bubble  gum  in  action 
Something  new  in  chewing. 


younger  ones  mixed  their  chaw  with 
bubble  gum).  Another  24.5%  reported 
they  had  tried  chewing  tobacco  or 
snuff  but  were  not  regular  users.  Of- 
fenbacher reports  the  Atlanta  chil- 
dren were  four  times  as  likely  to  chew 
or  use  snuff  as  to  smoke.  (Only  4.5% 
of  the  group  used  cigarettes.)  About 
half  the  boys  using  snuff  or  chewing 
tobacco  had  some  gum  recession, 
compared  with  only  19%  of  the  non- 
users.  Offenbacher  says  the  typical 
user  is  white,  active  and  athletic,  and 
peer  pressure  is  very  heavy.  Coaches 
may  not  condone  but  often  don't  con- 
demn tobacco  as  long  as  it  isn't 
smoked,  he  says. 


Protecting  invisible 
exports 

With  industrial  economies  swiftly  be- 
coming service  oriented,  a  new  prob- 
lem arises — assuring  that  world  trade 
in  services  is  not  hampered  by  protec- 
tionism. A  London  think  tank,  the 


Trade  Policy  Research  Centre,  has 
created  an  international  coalition  of 
executives  and  former  government  of- 
ficials to  push  for  open  trade  in  bank- 
ing, insurance,  shipping,  communica- 
tions and  other  services.  "Over  the 
last  few  years,  the  service  sector  has 
had  its  consciousness  raised,"  says 
Joan  Spero,  vice  president  of  Ameri- 
can Express  and  former  U.S.  ambassa- 
dor to  the  U.N.  Economic  &  Social 
Council,  an  adviser  to  the  new  group. 
The  coalition,  chaired  by  former  U.S. 
Trade  Representative  Robert  Strauss, 
includes  the  U.S.,  Britain,  Canada,  Ja- 
pan, Malaysia,  Italy  and  Germany.  It 
not  only  will  examine  barriers  like 
prohibiting  leased  telephone  lines  and 
requiring  TV  commercials  to  be 
filmed  domestically  but  will  try  to 
develop  a  theory  of  international 
trade  in  services  (calculated  by  Brit- 
ain's Committee  on  Invisible  Exports 
at  $500  billion,  or  20%  of  world  trade, 
with  the  U.S.  generating  20%  of  that). 
Convincing  the  rest  of  the  world 
won't  be  easy.  Last  year  the  88  con- 
tracting parties  to  the  General  Agree- 
ment on  Tariffs  &  Trade  rejected  a 
U.S.  effort  to  put  services  on  the  agen- 
da. Instead,  GATT  will  consider  the 
proposal  once  again  in  1984. 


Helping  the  "haves" 

The  states  may  spend  $149  million  a 
year  on  gifted  students,  according  to 
the  National  Association  of  State 
School  Boards,  but  a  new  group  of 
businessmen  says  that  only  2  in  5 
gifted  children  get  any  special  train- 
ing, and  only  1  in  20  ever  achieves  his 
or  her  full  potential.  So  the  National 
Business  Consortium  for  Gifted  &. 
Talented  Children  in  Washington, 
D.C.  hopes  to  survey  each  of  the 
nation's  school  districts  in  the  next 
year  to  see  what  is  being  done  for 
gifted  students.  "The  fact  is  that  no 
democracy  can  survive  to  help  any 
members  of  the  community  unless 
the  talents  of  the  very  brightest  are 
put  to  the  best  use  of  the  communi- 
ty," says  former  Congressman  Frank 
Ikard,  president  of  the  group.  The 
consortium  plans  to  spend  $500,000 
this  year  and  increase  its  budget  to  $3 
million  in  three  years,  all  from  pri- 
vate funds,  Ikard  says.  Members  are 
prepared  for  charges  of  "elitism,"  but 
they  do  have  President  Reagan's 
blessing.  Gary  Jones,  U.S.  Under  Sec- 
retary of  Education,  says  "educators 
have  focused  more  on  the  'have  nots' 
than  on  the  'haves.'  That  may  be 
because  the  gifted  and  talented  are 
perceived  as  being  able  to  take  care  of 
themselves." 
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Just  right. 


mart  investors  pick  investments  the 
vay  Goldilocks  picked  her  porridge. 

Remember?  She  liked  it  not  too 
lot  and  not  too  cold.  But  just  right. 

Drexel  Burnham  Lambert  can 
lelp  you  select  the  investments  that 
ire  just  right  for  you. 
Your  individual  account  executive 
ives  you  personalized  service. 
Help  and  advice  in  choosing  from 


the  whole  world  of  investment 
products  and  services. 

Recommendations  and  solutions 
custom-tailored  to  your  needs— and 
to  the  realities  of  today  's  market. 

And  every  Drexel  Burnham 
Lambert  account  executive  has 
direct  access  to  all  our  other 
investment  professionals. 

Which  means  your  transactions 


are  handled  quickly,  efficiently— 
without  red  tape. 

You  see,  Drexel  Burnham  Lambert 
is  a  major  investment  banking  and 
securities  firm  that  has  never 
forgotten  one  fundamental  truth: 
Your  future  determines  our  future. 

As  Goldilocks  might  have  put  it, 
we're  not  too  big,  and  not  too  small. 
But  just  right. 


Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


0  Broad  Street.  New  York,  NY  10004  (212)480-6000  Offices  in  principal  financial  centers  worldwide  Copyright,  Drexel  Burnham  Lambert  Incorporated,  1983  Member  SIPC. 
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Airborne 

For  86  years  Rhode  Island's  Outlet  Co. 
was  a  retailer.  But  in  1922  as  a  side- 
line it  opened  a  radio  station  atop  its 
Providence  store.  One  station  led  to 
another,  and  by  1979  President  and 
CEO  Bruce  Sundlun  was  calling  Out- 
let a  group  broadcaster  (Forbes,  Fol- 
low-Through, Nov.  K),  1980).  That  au- 
tumn he  sold  off  91  Outlet  and  spe- 
cialty stores  and  went  hunting  for  an 
"upstream  merger." 

Then  came  two  setbacks:  Outlet 
lost  $18  million  in  1981  because  of 
the  discontinued  retail  operations, 
and  then  a  proposed  acquisition  by 
Columbia  Pictures  fell  through  when 


Outlet's  Bruce  Sundlun 

At  last,  an  "upstream  merger." 

Coca-Cola  bought  Columbia.  An  al- 
ternate merger  began  to  look  not  only 
desirable  but  imperative. 

Last  year,  however,  Sundlun  sold 
off  the  rest  of  Outlet's  losing  retail 
stores  for  $13  million  and  Outlet's 
future  began  to  look  rosier.  It  earned  a 
record  $18  million,  $11.3  million  of  it 
from  broadcasting.  With  five  VHF 
television  stations,  one  each  in  the 
hot  Orlando  and  San  Antonio  markets 
and  all  in  the  top  50  markets,  plus  its 
radio  stations — the  all-news  WTOP  in 
Washington,  D.C.,  FM  stations  in 
Philadelphia,  Detroit,  Providence  and 
Los  Angeles,  and  an  FM  station  to 
come — Outlet's  broadcasting  would 
have  carried  it  comfortably.  Outlet 
was,  according  to  the  air-minded 
World  War  II  bomber  pilot,  strong 
enough  to  fly  alone.  "There's  no  com- 
pulsion for  us  to  merge,"  he  said  only 
in  April. 

But  he  had  not  ruled  out  merger, 
and  just  before  the  company's  stock 
split  3-for-2  in  early  May,  Rockefeller 
Center,  the  energy  and  real  estate  con- 
cern of  the  Rockefeller  family,  offered 
$68  each  for  Outlet's  3.6  million  out- 
standing shares.  Sundlun  happily  ac- 
cepted. The  deal  has  yet  to  be  ap- 


proved by  the  Rockefeller  and  Outlet 
boards,  Outlet  shareholders  and  the 
Federal  Communications  Commis- 
sion, but  it  looks  as  if  it  might  go 
through  without  a  hitch.  Rockefeller 
Center  had  given  up  its  effort  with 
RCA  to  start  a  cable  television  chan- 
nel at  the  end  of  March,  after  it  lost 
$34  million,  but  had  kept  looking  for 
an  entertainment  subsidiary. 

Sundlun  has  reason  to  be  happy.  He 
controls  10%  of  Outlet's  stock,  and, 
at  $68  a  share,  his  own  42,259  shares 
are  worth  about  $2.9  million.  The 
deal  would  line  his  pockets  and  allow 
him  to  move  up  from  Outlet  president 
and  CEO  to  chairman  and  CEO.  So  he 
could  go  on  with  his  plans.  He  would 
like  to  add  two  UHF  TV  outlets 
and  three  more  FM  radio  sta- 
tions, all  the  Federal  Communi- 
cations Commission  will  allow. 
(The  FCC  would  force  Outlet  to 
sell  its  Providence  radio  station 
to  another  buyer.) 

He  is  not  as  interested  in  AM, 
and  cable  is  absolutely  out.  "It's 
not  a  profitable  business,"  he 
explains.  "Payouts  on  cable  are 
running  12  to  15  years,  there's 
no  programming,  and  there  was 
a  recent  Supreme  Court  deci- 
sion that  requires  cable  to  pay  copy- 
right fees."  Despite  the  fact  that  25% 
of  U.S.  households  are  now  wired,  he 
says,  cable  programming  has  yet  to  be 
tracked  by  the  Nielsen  ratings  and  is 
no  threat  to  traditional  network  affili- 
ates. "We  operate  in  two  markets  that 
are  completely  cable,"  says  Sundlun, 
"and  it  has  improved  our  business  be- 
cause the  cable  must  carry  our  sta- 
tions." After  the  Rockefeller-RCA  ca- 
ble fiasco,  Sundlun's  new  bosses  can 
only  say  amen. 

When  is  profit  profit? 

Earlier  this  year,  Forbes  (Mar  28)  set 
out  to  unravel  the  reasons  Cleve- 
land's Broadview  Financial,  Ohio's 
second-biggest  S&L  with  $1.9  billion 
in  assets,  fired  its  auditor,  Peat  Mar- 
wick  Mitchell,  last  fall.  A  prime 
cause,  Broadview  had  told  the  Securi- 
ties &  Exchange  Commission,  was 
"disagreements  with  respect  to  in- 
come recognition."  Speculation  cen- 
tered" on  Broadview's  real  estate.  Last 
year,  it  seems,  Broadview  began  to 
enlarge  its  stakes  in  the  real  estate 
deals  it  was  financing,  and  apparently 
hoped  to  sell  those  interests  for  im- 
mediate profit,  rather  than  spreading 
them  over  the  life  of  the  project. 
Without  those  quick  profits,  would 
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Before  Dictaphone*,  word  processing  required 
a  Masters  Degree  in  gobbledygook. 


AD 


After  Dictaphone^  learning  word  processing  was 
a  snap  Either  I'm  remarkable  or  this  machine  is. 


I  you  think  bringing  in  a  word  processor  means  bringing 
n  a  staff  of  pedigreed  specialists,  you  should  be  thinking 
Jictaphone.  Our  exclusive  Straight  Talk  programming 
lakes  the  Dictaphone  System  6000  easy  to  work.  And 
dictaphone  Personal  Touch  Training  means  real  live 
|  eople  will  teach  your  people  to  work  it.  In  no  time,  they'll 
i  e  turning  out  mountains  of  letter-perfect  work  and  have 
ou  wondering  why  you  waited  so  long. 

dJILL 


=p  Dictaphone 

A  Pitney  Bowes  Company 


Please  tell  me  more  about  word  processing  without 
gobbledygook. 

Call  toll-free.  1-800-431-1052  (Except  Hawaii  and  Alaska) 
In  New  York  call  1-914-967-6067 


Name  

Company. 
Address  _ 
City_  


_Title  

__  Phone. 


_State_ 


.Zip 


WF-63 


Or  write:  Dictaphone  Corp. 

120  Old  Post  Road,  Rye,  New  York  10580 

Dictaphone,  Straight  Talk  and  Personal  Touch  are  trademarks  ot  Dictaphone 
Corp.,  Rye,  N  Y  Product  contains  software,  portions  of  which  were  developed 
under  license  from  Symantec  'Dictaphone  Corp.  is  a  Pitney  Bowes  Cc  m  1983. 


Finally, 

m-.        enl  software 

from  Dow  Jones. 


Dow  Jones  &  Company,  publisher  of  The  Wall  Street 
Journal  and  Barron's,  is  proud  to  introduce 
DOW  JONES  SOFTWARE." 

These  products  turn  your  personal  computer  into  a 
powerful  investment  and  business  tool.  With  them,  you 
can  analyze  and  manage  timely  information  available 
by  telephone  connection  from  the  leading  provider  of 
online  business  and  financial  news  and  information, 
Dow  Jones  News/  Retrieval? 

DOW  JONES  SOFTWARE  is  reliable,  easy-to-use, 
fully  supported — from  a  company  you  can  trust. 
Available  at  selected  computer  stores.  For  more 
information  call  1-800-345-8500  x  48. 

(Alaska,  Hawaii  and  foreign  call  1-215-789-7008  ext.  48) 


Dow  Jones  Software 


...Bank  on  it. 


Finally, 

fundamental  analysis  software 
from  Dow  Jones. 

The  DOW  JONES  MARKET  MICROSCOPE™  is  a 
powerful  analysis  program  for  professional  money 
managers,  business  planners  and  investors.  By 
telephone  connection  with  Dow  Jones  News  /Retrieval® 
you  can  access  data  from  Media  General  Financial 
Services  and  Corporate  Earnings  Estimator.'" 
By  specifying  financial 
indicators,  you  can  use 
this  data  to  produce 
screening  reports  and 
price  alerts.  In  this 
way,  you  can  pinpoint 
stocks  that  best  meet  your 
criteria,  and  improve  the 
timing  of  your  buys  and  sells. 


F  Prtce  Alert  Report 

■ 

Dow  Jones  Software 

...Bank  on  it. 


1-800-345-8500  Ext.  48 

Compatible  with  Apple  systems 


Follow-Through 


Broadview  have  risked  having  its  net 
worth  fall  below  the  limits  required 
by  bank  regulators?  Peat  Marwick,  in 
fact,  had  warned  of  this  in  the  Cleve- 
land S&L's  1981  annual  report.  Broad- 
view's  1982  report  notes  that  the  net 
worth  figure  is  indeed  now  $10  mil- 
lion below  requirements.  Its  new 
auditor,  Deloitte  Haskins  &.  Sells, 
while  it  did  not  qualify  Broadview's 
new  statements,  underscored  this 
slippage  in  an  "emphasis  paragraph." 
The  report  added  that  the  Washington 
watchdogs  had  taken  no  action. 

What  it  boils  down  to  is  that  Peat 
Marwick  seems  to  have  been  right  all 
along,  and  Broadview  now  admits  it. 
"At  the  time,  we  felt  we  were  right 
and  Peat  Marwick  felt  they  were 
right,"  says  Broadview's  treasurer, 
James  Goehler.  "It  ended  up  that  they 
were  right." 

You  can't  hide 

Radio  paging  is  becoming  a  business 
with  a  capital  beep.  In  1969  there 
were  only  32,500  radio-controlled 
beepers  in  use.  By  1979,  800,000  such 
units  were  at  work,  with  sales  reach- 
ing $300  million  that  year.  Bulky,  ra- 
chitic early  models  shrank  and  got 
more  sophisticated,  and  for  $16  a 
month  a  cross  section  of  society  could 
get  the  message  (Forbes,  Sept.  3, 1979). 
Motorola  had  perhaps  70%  of  the 
equipment  market,  trailed  by  Harris 
Corp.,  GE  and  the  Japanese. 

Today  beepers  have  become  per- 
haps a  $750  million-a-year  service 
(equipment  will  add  another  $125 
million).  Metromedia  has  acquired 
five  paging  companies  and  now  is  pos- 
sibly the  nation's  largest  operator. 
MCI  last  year  bought  Western  Union 
International's  Air  Signal.  It  has 
80,000  pagers  on  its  rolls  now  and 
plans  to  double  that  number  within  a 
year.  With  about  2  million  units  in 
use  (for  doctors,  repairmen,  and  a  host 
of  other  users),  paging  has  been  grow- 
ing annually  at  about  35%,  virtually 
without  promotion.  With  the  price  at 
$20  to  $30  a  month  for  the  paging 
service,  promotion  is  on  the  way.  MCI 
plans  to  go  after  salespersons,  lawyers 
and  the  like  in  52  cities.  A  national 
paging  system  is  on  the  way,  too. 
MCI,  Metromedia,  American  Express 
and  Dallas-based  Communications 
Industries  have  formed  a  joint  venture 
that  will  ask  the  Federal  Communica- 
tions Commission  for  approval  to 
page  you  long-distance  in  any  one  of 
150  American  cities. 
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low  to  make 
asier  connections 

in  Europe* 


In  an  ideal  world  you  would  fly  nonstop 
from  your  hometown  to  your  European 
destination.  But  in  the  real  world  of 
today's  international  business  traveler, 
connecting  flights  are  a  fact  of  life. 

Start  at  the  center  of  Europe. 

Amsterdam  is  the  center  of 
European  air  travel.  From  here 
you'll  find  an  extraordinary 
choice  of  1,090  weekly  connections 
to  75  European  cities. 

And,  of  course,  Belgium,  Luxembourg 
and  the  Ruhr  Valley  are  just  a  short  drive 
from  Amsterdam  by  rent-a-car. 

Simply  the  best  airport  in  Europe. 

Amsterdam's  Schiphol  Airport  offers 
remarkably  fast  connections.  Flights 
through  London  or  Paris,  for  example, 
often  require  changing  airports  or  terminals. 

Amsterdam,  however,  has  only  one  airport, 
Schiphol.  And  Schiphol  has  only  one  terminal 
This  means  you  don't  have  to  dash 
from  airport  to  airport  or 
terminal  to  terminal.  Your 
baggage  is  transferred 
automatically  and  you 
clear  customs  only  at  your 
final  destination. 

Business  Class  in 
Europe,  too. 

KLM  flies  nonstop  747's 
to  Amsterdam  from 
New  York,  Chicago, 
Los  Angeles,  Houston, 
Atlanta  and  Anchorage, 
with  Royal  Class  and 
Business  Class  on  every 
flight.  Business  Class  is  also 
available  on  most  KLM 
European  flights. 

Fbr  reservations,  call  KLM, 
your  corporate  travel  department 
or  your  Travel  Agent. 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


Readers  Say 


80  PROOF  •  CALVERT  DISTILLERS  CO.,  NYC 

After 

all  the, 
years  of 

loud  ties, 

wouldn't 

dad 

quietly 

welcome 

a change 

of  pace? 


John  Jameson 

Imported  Irish  Whiskey 


Ours  versus  theirs 

Sir:  I  think  Fortune  gives  mc  a  better 
picture  of  America's  top  companies 
than  Forbes  does.  Pursuant  to  your  ad 
("Your  Money  Back  if  You  Don't 
Agree.  Forbes  does  more  in  one  .issue 
than  Fortune  does  in  two.")  in  today's 
newspaper,  I  am  enclosing  my  copy  of 
the  cover  of  The  Forbes  500s  and  look 
forward  to  receiving  the  promised  $3 
refund. 

— William  S.  Rukeyser 
Managing  Editor, 
Fortune 

New  York,  NY. 

Sir:  Since  I  enjoyed  The  Forbes  500s 
issue  so  much,  I'm  anxious  to  pay 
triple.  Enclosed  find  a  check  for  $6. 
— Robert  Partridge 
Cornu  wll-on-1  ludson,  N. ) 

As  our  money-back  offer  clearly  stales, 
we'll  refund  newsstand  buyers  $3,  and 
Fortune's  Bill  Rukeyser  is  a  Forbes  sub- 
scriber. But  in  t'ieiv  of  Fortune  !s  straits, 
we're  endorsing  over  to  them  reader  Par- 
tridge's $6  check. — MSF 


He  prefers  Rickover 

Sir:  How  can  you  give  Navy  Secretary 
Lehman  high  marks  (Pact  and  Com- 
ment, May  9)2.  He  suggests  a  freeze  of 
the  Navy  personnel  pay — great  for 
morale.  Our  Congress  votes  them- 
selves an  increase.  He  contemplates 
two  new  carrier  groups — at  odds  of 
180  degrees  from  Admiral  Rickover. 

I'll  take  the  Admiral's  credibility 
and  experience. 
— Abe  M  Weiner 
Portland.  Ore. 


Don't  punish  savers 

Sir:  Re  "If  Social  Security's  Horren- 
dous Hemorrhaging  isn't  effectively 
staunched  by  what  the  Anemics  in 
Congress  have  come  up  with,  a  bit- 
terer pill  will  follow:  a  Social  Security 
means  test"  (Pact  and  Comment.  Apr. 
1 would  like  to  comment  [on  that 
possible  solution]. 

Since  I  began  making  my  "contri- 
butions" to  Social  Security  in  1937,  at 
age  18,  I  have  worked  and  saved, 
thanks  to  a  good  wife,  and  look  for- 
ward to  retiring  when  I  am  65,  which 
will  be  in  1984. 

Should  I  now  be  penalized  when  I 
am  about  to  collect  on  my  "contribu- 
tions" because  my  wife  and  I  scraped 


and  saved,  and  now  have  more  in- 
come from  investments,  etc.,  than 
others  who  were  in  the  same  situation 
as  we  were,  but  did  not  save? 

— Leo  G.  Kulovitz 
Potomac,  Md. 

No. — MSF 


Women  decide  'em  now 

Sir:  Fie  on  you!  Pshaw!  Grumph! 

Those  are  the  sounds  of  a  female 
"caterwauling"  in  rage  upon  reading 
that  it  was  the  male  version  of  that 
activity  in  the  early  Seventies  which 
"halted  the  hemline  descent  at  the 
knees"  (Pact  and  Comment.  Apr.  25). 
That  was  the  first  time  women,  not 
male  designers  or  newspaper  publish- 
ers, decided  where  their  own  hem- 
lines would  be.  That  decision  will 
never  again  be  relinquished  either, 
you  can  be  sure. 
— Carole  B  Dotson 
Merion.  Penna. 


Never  again? 


Church  and  business 

Sir:  "How  many  divisions  do  they 
have?"  (As  /  See  It.  Apr.  25)  rightly  per- 
ceives a  dichotomy  between  church 
and  economic  interests.  It's  been  with 
us  for  ages.  The  problem  is  to  prevent 
the  differences  from  degenerating  into 
further  confrontation  and  hostility 
rather  than  being  transformed  into  a 
healthy  and  creative  tension. 

You  appear  shocked  by  Pope  John 
Paul  IPs  priority  of  "labor  over  cap- 
ital." Yet,  who  among  us  would  not 
place  human  worth  over  monetary  in- 
terests? But  is  human  worth  best 
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Now  Canon  System  Copiers 
Stack  Up  Even  Better. 


The  more  work  piles  up,  the  more  you  need  a 
system  that  stacks  up  to  it. 

Now  Canon  takes  a  load  off  your  mind.  With  two 
new  system  copiers  that  take  a  load  off  your  hands. 
NP-300AF  and  NP-400AF 

Like  all  Canon  copiers,  they're  lean  as  ever.  Except 
now,  better  fed.  With  automatic  document  feeding 
capable  of  handling  documents  up  to  50  pages  long. 


And  better  stacked.  With  a  new  2,000  sheet  paper 
deck  to  tackle  really  big  jobs  without  paper  refill. 

Add  to  that  the  convenience  of  optional  sorting 
and  you  have  guite  a  system.  A  high  volume  copying 
system  in  a  compact  size. 

Canon  NP-300AF  and  NP-400AF  When  you 
consider  their  price,  no  other  system  copier  comes 
even  close  to  stacking  up. 


I'  0    P*    l  ~- 


The  NP-300AF.The  Good  Stuff.  And  more  of  it.  With  automatic 
document  feeding.  30  letter-size  copies  a  minute.  Reduction. 
And  a  choice  of  sorters.  The  Good  Stuff  all  in  a  neat,  trim  size. 


The  NFMOOAF.The  Compact  System  that  stacks  even  more  in 
your  favor.  With  features  of  a  console  system  in  a  desktop  copier. 
40  copies  a  minute  fast.  Two  reduction  modes.  Enlargement  too. 
Just  what  high  volume  users  have  always  wanted. 

New  NP-30QAFand  NP-400AF 

Canon 


IMP 


PLAIN  PAPER  COPIERS 


o 


"As  a  rising  executive,  son,  there  are  a  few  things 
you  should  remember— don't  "brag  about  your  handicap,  always 
offer  to  drive  the  cart,  and  call  Ford  Financial  Services 
for  your  product  financing  needs." 

Ford  Financial  Services'  staff  of  corporate  uniquely  tailored  secured  or  unsecured 

financing  professionals  specializes  in  loans.  Our  expertise  is  particularly 

arranging  creative  product  support  suited  to  businesses  with  extensive 

financing.  Let  us  show  you  how  we  can  distribution  or  dealership  networks, 
directly  aid  your  business  in  the  sale  For  more  information  about  how  our 

of  its  products  with  master  lease  financing  specialists  can  help  you, 

programs,  municipal  lease/  call  Ford  Financial  Services 

purchase  financing  and  4F>fijffo  at  (  313  ]  322-0131. 

FORD 
FINANCIAL 
SERVICES,  INC. 

anaffiliat<  -  <  >i  R  >r<  lM<  >t<  »r  Credit  ( :ompany 


Readers  Say 


erved  under  a  [system]  which  re- 
stricts individual  freedom  in  the 
lame  of  improved  economic  circum- 

tances? 

—Robert  J.  Jurgen 
Executive  Director, 
"Abies  Consultants  Associates 
■ripp  Island,  SC. 

Sir:  If  there  is  no  place  for  reflection 
}n  a  just  society,  then  we  are  turning 
Dur  backs  on  any  kind  of  helpful  criti- 
:ism  of  our  system. 

The  Rev.  John  L  Scott 
Weiv  York,  N.Y. 


Split  adjusted  estimate 

Sir:  In  the  table  "Where  the  analysts 
ire  becoming  less  optimistic"  (Statisti- 
zal Spotlight,  Apr.  25),  the  Sept.  30,  1982 
arnings  estimate  for  Masco  was  not 
split-adjusted.  The  correct  change  in 
:he  recent  estimate  versus  the  Sept. 
30  estimate  is  -7.5%. 
—Stephen  Potts 
Weiv  York,  N.Y. 


Less  nuclear,  more  coal 

iSm:  MSF  states  in  Fact  and  Comment 
Apr.  11 )  that  anybody  who  thinks  oil 
and  coal  will  very  long  be  out  of  style 
isn't  thinking.  The  unfortunate  de- 
mise of  the  nuclear  power  industry 
seems  at  band  in  the  U.S.,  and  this 
will  certainly  give  coal  a  real  boost. 
v— Merlin  S.  Gagle  Jr. 
Chainnan, 

American  Coal  Resources,  Inc. 
Widdlesboro,  K\>. 


Commissions  are  higher 

|Sir:  The  article  "The  hook"  (Nor.  8, 
11982)  says  that  State  Farm  agents  get 
12%  commission  on  personal  auto- 
| mobile  policies,  compared  with  an  in- 
ijdustry  average  of  10%.  State  Farm 
jagents  could  not  exist  on  a  2%  com- 
Imission  income  because  the  numbers 
jinvolved  would  make  it  physically 
(impossible  to  service  a  book  of  busi- 
sness  of  this  volume  in  order  for  them 
|  to  support  an  average  $30,000  annual 
(commission  income. 
I — Harold  C.  King 
iDohrmann-Ki?ig  Co. 
[Stockton,  Calif. 

Reader  King  is  right.  The  average  com- 
mission for  State  Farm 's  personal  auto- 
\mohile policies  is  10%. — Ed. 


Watch  history  being  made. 
Seiko  introduces  the  world's  first  analog  quartz  chronograph. 

SEIKO 

Setting  the  sUndcird  for  the  world,  for  the  future. 


Buddy  Bombards 
Great  BattoonAdventures 

Sail  with  us  aboard  our  colorful  eight-story-high  balloons  as  we  drift  gently  over  castles, 
vineyards  and  medieval  villages  in  the  lovely  Burgundy  or  Loire  River  Valley  regions 
of  France,  and  the  historic  and  culturally  rich  city  of  Salzburg,  Austria.  You  will  experience 
wonderful  happenings  and  smiling  faces  wherever  we  fly  on  our  daily  "aerial  nature 
walks."  Be  a  part  of  the  endless  adventures,  the  warm  receptions,  instant  friendships  and 
generous  hospitality  which  these  crowd-pleasing  balloons  create.  Your  adventure  will 
be  enriched  by  cultural  excursions,  and  highlighted  by  superb  cuisine  and  impeccable 
service  found  in  your  charming  hotels.  Discover  an  extraordinary  and  highly 
successful  new  travel  concept,  now  in  its  eighth  year. 

Write  The  Bombard  Society,  6727  Curran  Street,  McLean,  Virginia  22101, 

for  the  brochure  detailing  our  luxurious  adventures  from  May  to  October. 
Or  telephone  toll-free  (800)  862-8537,  in  Virginia  (703)  448-9407. 


The  largest  fleet  of  balloons  in  the  world 


The  BombardSociety 
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What's  on  the  best-seller  list 
in  IBM  Personal  Computer  software? 


entory  control  can  help 
it  you  on  top  by  keeping 

(track  of  what's  what 
and  where. 


VfS  BASIC 


\  \  Data  management  can  help 
tame  your  file  of  names, 
numbers,  facts  and  figures. 


Stock  monitoring  can 
help  put  you  in  the 
chips  by  tapping  the 
world  of  Wall  Street. 


Languages  like  BASIC 
can  encourage  students  to  write 
programs  of  their  own. 


Accounting  can  give 
you  a  leg  up  when 
balancing  the  books 


;  People  prefer  IBM  Personal  Computer  software  for  a  variety  of  reasons. 

.        /  ^  ^.^^       And  one  of  the  best  reasons  is  its  variety. 

Because,  for  just  about  anything  you  want  the 
IBM  Personal  Computer  to  help  you  do,  there's 
software  to  help  you  do  it.  Software  to  help  improve 
productivity,  efficiency  and  planning.  To  help 
teachers  teach  and  students  learn. 
Or  help  you  become  an  even  more  astute  gamesplayer. 
Every  program  in  our  software  library  makes  the  IBM  Personal  Computer 
a  truly  useful  tool  for  modern  times.  That's  why  a  lot  of  buyers  like  you  have  made 
them  best  sellers.  And  the  library  is  still  growing. 

So  the  best  may  well  be  yet  to  come.  =  =_=.  =® 


:or  more  information  on  where  to  buy  IBM  Personal  Computet  software  and  hardware,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


NOW  WHY  DO  YOU  SUPPOSE  THE  DEMOCRATS  HAVE  CEASED 

their  sneering  references  to  Reaganomics? 

COMBINE  THE  TAX  CUT,  LOW  INFLATION,  SOARING  STOCKS, 

uptick  in  housing  values,  the  stopped  job-drop,  tax  refunds  by  the  Smillions  and  the  cur- 
rent  surge   recorded   by   assorted   polls   of   Confidence — and   what   do   you  have? 
Right. 

ONE  DISASTROUS  BY  PRODUCT  FOR  A  JOB  LOSER 


is  losing  the  health  insurance  coverage  that  went  with 
the  job. 

Given  sky-high,  out-of-control  medical  costs  these  days, 
any  accident  or  illness  means  a  wipeout  of  whatever 
resources  most  temporarily  unemployed  may  have  accu- 
mulated for  the  proverbial  rainy  day.  Job  losers  who  are 
eagerly,  frantically  job-seeking  are  more  prone  to  passing 


bugs.  Stress  makes  for  illness  susceptibility. 

This  loss  of  health  coverage  is  iniquitous.  The  problem 
should  be  tackled  by  the  Congress,  in  cooperation  with  the 
Administration,  to  develop  a  solution  that's  feasible  and 
affordable. 

What's  unaffordable  is  this  potentially  disastrous  fallout 
from  no-fault  joblessness. 


WHO  SAYS  THE  KREMLIN  HAS  NO  SENSE  OF  HUMOR? 


Moscow  warns  that  our  efforts  in  El  Salvador  to  stem  the 
influx  of  military  weapons  to  hard-core  Communist  cadres 
in  Central  America  will  lead  to  a  "new  Vietnam." 

No  mention  of  the  U.S.S.R.  in  Afghanistan.  Slipped  their 
minds — they  wish. 

How  do  you  suppose  the  Commissars  keep  from  chuck- 
ling out  loud  at  the  fiercely  Noisy  Ones  in  the  U.S.  who 
scream  that  Red  arms  for  Central  American  rebels  are  a 
figment  of  the  Administration's  imagination?  And  they 
didn't  change  that  tune  even  after  four  Libyan  planes, 


forced  to  refuel  in  Brazil  on  their  way  to  Nicaragua,  were 
found  to  have  52  tons  of  arms. 

Qaddafi  said  the  planes  held  only  medical  supplies. 
Come  to  think  of  it,  that  is  the  type  of  medicine  Qaddafi 
prescribes  for  all  his  opponents,  especially  the  U.S.  The 
bulk  of  Libya's  vast  stashes  of  military  weapons  is  supplied 
by  Russia  for  cat's-paw  use  everywhere  they  can  find  dupes 
and  dispatch  troops  to  make  trouble. 

In  this  case,  the  humorless  are  not  the  Russians  but  the 
righteous  duped  right  here. 


THE  BISHOPS  BOMB  OUT 


I  guess  it's  too  much  to  expect  those  who  have  devoted 
their  lives  to  preaching  morality  and  precise  dogma  not  to 
come  down  piously  against  nuclear  warfare.  (By  the  way, 
who's  for  it?) 

Since  those  atheist  Reds  won't  listen,  the  bishops  seem 


determined  that  at  least  the  Good  People  should  cease 
making  any  more  of  these  ungodly  weapons  of  destruc- 
tion. I  suppose  they  stopped  just  short  of  making  it  a 
cardinal  sin  because,  after  all,  they're  only  bishops. 
But  what  a  potentially  dangerous  thing  they're  doing.  It 
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is  only  because  this  country  is  abreast  of  the  state  of  the 
nuclear  warfare  art  that  the  U.S.S.R.  hasn't  taken  over 
Western  Europe  and  that  its  Cuba-esque  minions  haven't 
fanned  out  over  most  of  Africa,  Central  and  South  Amer- 
ica. Religious  clout  in  Russia  is  nonexistent.  Look  what 
happens  to  the  Church  in  Poland  when  preaching  is  politi- 
cally threatening. 


Wouldn't  our  refusal,  on  "moral"  grounds,  to  keep  up 
with  nuclear  warfare  capability  reduce  the  life  expectancy 
of  religious  freedom  (or  any  other  freedom)  for  most  of  the 
rest  of  the  world? 

The  bishops'  letter  may  help  a  bit  to  get  the  Administra- 
tion moving  along  the  SALT  path.  But  aside  from  that 
possible  slight  impact,  their  letter  is  really  unreal. 


MOST  EVERYONE  WANTS  TO  DO 

what's  fair,  right  and  good,  but  knowing  what  is  is  often  the  tough  part. 


DELIGHTFUL  TURNABOUT 


When  son  Tim  and  I,  along  with  four  friends,  motorcy- 
cled and  ballooned  through  China  a  few  months  ago, 
getting  permission  to  free-fly  the  balloon  was  nearly  im- 
possible. "Reasons  of  security  and  safety"  were  always 
cited  by  authorities. 

The  other  day  there  arrived  this  brochure  from  the 
China  International  Travel  Service — highlighting  a  bal- 
loon, with  one  of  the  passengers  shown  spying  through  an 
elongated  spyglass,  yet! 

I  guess  our  unauthorized  flight  over  Peking  (when  the 
tether  rope  slipped  and  we  landed  unintentionally  on  a 
military  reservation)  did  a  little  bit  of  what  we  hoped  it 
would  do — namely,  introduce  the  sport  of  ballooning  and 

TWO  MOVING  ADS  AND 

No  wonder  Amtrak  is  succeeding  in  the  impossible  task 
of  putting  passenger  rail  traffic  on  the  track.  Look  at  these 
moving  ads.  They're  enough  to  make  enough  folk  climb 
aboard  to  keep  the  23,000  miles  of  rails  carrying  trains  for 
people.  Without  Amtrak's  on-the-ball  management,  such 
trains  by  now  would  be  virtually  extinct. 


the  fun  of  free  flight  to  the  wonderful  people  and  wondrous 
land  of  China. 

ONE  DEMEANING  ONE 

As  for  this  Amoco  Chemical  spread,  reader  John  Heit- 
man's  letter  says  it  all: 

"This  has  to  be  one  of  the  worst  examples  of  what 
not  to  run  in  the  Eighties.  The  idea  of  secretaries  fetch- 
ing coffee  has  been  sensitive  for  a  while,  but  these 
secretaries  are  real  bumblers!  They  must  squat  to  pick 
up  the  spill,  yet  are  required  to  look  like  high-fashion 
models  (which  they  are).  Meanwhile,  the  corporate  lions 
are  totally  indifferent.  There  are  only  four  coffee  mugs 
for  the  six  in  conference.  Do  two  not  care  for  any?  Do 
the  girls  have  to  make  an  extra  trip  because  the  serving 
tray  is  so  small?  Amoco  would  like  the  reader  to  think 
their  wonderful  chemicals  provide  you  with  a'wonderful 
carpet.  The  impression  I  get  is  of  some  perhaps  socially 
irresponsible  people  running  a  chemical  company  who 
can't  control  their  ad  agency!" 
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Cleaning  up  on  some  beautiful 
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FORBES*  STRIKING  COVER  THIS 
ISSUE  ISN'T  THE  FIRST 

time  that  we've  run  the  text  of  editorial  matter  there — 
though  in  the  memories  of  everybody  else  here,  it  is. 

In  1936,  in  the  issue  subscribers  received  just  prior  to 
the  presidential  election,  this  editorial  by  Forbes'  (and 
Forbeses')  founding  father,  B.C.,  covered  the  cover.  It 
wasn't  his  idea  to  run  it  there.  With  the  flaming 
partisanship  of  a  political-minded  17-year-old,  I  urged, 
pleaded,  persuaded  Dad  that  the  election  was  so  impor- 
tant that  this  magazine  should  contribute  its  mighty 
mite  to  influencing  the  result. 

At  the  Lawrenceville  School,  I  was  campaign  manager 
for  the  Republican  presidential  candidate,  Alf  Landon. 
He  was  a  landslide  victor  when  our  preppie  ballots  were 
counted. 

I  like  to  think  that  Dad's  quite  untypically,  intensely 
emotional,  adjectival  outburst  helped  Alf  carry  Maine 
and  Vermont. 

*     *     *  * 

Speaking  of  editorials,  I  don't  agree  with  the  one  on  page  3 1 . 


Americanism  or  Rooseveltism? 

By  B.  C.  Forbes 

rp  HE  fundamental  issue  of  the  Presidential  campaign  is  extremely 
'  simple — and  extremely  important: 

Do  we  want  to  preserve  America  and  Americanism.  American  in- 
stitutions, the  American  form  of  government,  American  democracy, 
American  freedom,  American  opportunity ,  the  American  economic 
system  whi^h  raised  this  land  to  first  place  among  the  nations  of  the 


world? 

Or  do  we  want  Franklin  D.  Roosevelt  to  turn  America  topsy-turvy, 
to  emasculate  or  annihilate  the  Supreme  Court,  to  put  American  busi- 
ness and  industry  into  a  strait-jacket,  to  bring  agriculture  under 
political  subjection  and  regimentation,  to  exercise  autocratic  rule  over 
workers  and  all  other  citi/ens.  to  arrogate  all  potyer  to  the  Chief 
Executive,  to  establish  a  Napoleonic  Dictatorship  over,  not  "sovereign 
citizens."  but  over  a  nation  of  serfs  as  impotent  to  assert  themselves 
and  their  rights  as  are  Russians  under  Stalin.  Italians  under  Mussolini, 
Germans  under  Hitler? 

President  Roosevelt  having  gone  as  far  as  he  tried  to  go  towards 
setting  himself  up  as  a  Dictator,  without  having  received  any  mandate 
whatsoever  for  such  anti-American  action,  how  far  would  he  feel  war- 
ranted in  going  were  such  conduct  endorsed  by  the  people?  How  far 
would  he  not  feel  warranted  in  going? 

All  who  want  infinitely  intensified  Rooseveltism  and  Russianism 
should  vote  for  the  present  ambitious  occupant  of  the  White  House. 

All  who  cherish  America  and  what  America  heretofore  has  stood  for. 
should  vote  for  landon  and  the  true-blue  Americanism  his  Adminis- 
tration would  restore  and  preserve  for  us  and  our  children. 


NOVEMBER  1,  1936 


TWENTY-f  1VE  CEN 


OVERSIMPLIFICATION 

If  oversimplification  enables  us  to  understand 
what  we  otherwise  wouldn't  grasp,  it's  a  virtue. 


WHEN  YOU  SAY 

of  a  potential  successor,  "but  he's  young,"  instead  of, 
"good,  he's  young,"  your  departure  needs  hastening. 


BOOKS 


UNDER 
CLASS 


Ken  Aulctta 


•  The  Underclass — by  Ken  Auletta 
(Random  House,  $17.50).  Auletta  is 
one  of  the  most  trenchantly  under- 
standable, understanding  commen- 
tators on  and  of  our  times.  Here  he 
deals  not  with  the  underclass  in  the 
context  of  "the  poor"  but  with  soci- 
ety's 9  million  (his  estimate)  drop- 
outs— violent  preyers  on  city 
streets,  drug  pushers  and  junkies,  juvenile  delinquents, 
deranged  vagrants  and  bag  ladies. 

Ken  Auletta  doesn't  offer  quick  solutions,  pointing  out 
that  welfare  as  now  constituted  and  administered  is  often 
more  corrosive  than  corrective.  Astonishingly,  the  most 
successful  transformations  have  come  from  programs 
fueled  by  fervor  for  long-sneered-at  "middle-class  val- 
ues"— schooling,  hard  work,  a  sense  of  right  and  wrong, 
family  life.  His  balance  is  extraordinary  for  a  work  of  such 
hard-hitting  perception  and  heart. 

Excerpt:  If  dependency  on  welfare  and  government  sup- 
port causes  violence,  as  Daniel  Patrick  Moynihan  once 
suggested,  why  do  West  Germany,  Great  Britain  and 
Japan,  more  advanced  welfare  states  than  our  own,  have 
so  much  less  violent  crime!  If  poverty  is  the  cause,  why  is 
random  violence  so  much  more  widespread  in  affluent 


America  than  it  is  in  many  more  destitute  nations!  Why 
does  Mexico  have  one  of  the  highest  murder  rates  in  the 
world,  while  India  does  not!  If  governmental  neglect  and 
unemployment  are  the  sole  cause,  why  did  crime  rise  in 
the  Sixties  when  federal  aid  to  the  poor  rose  and  unem- 
ployment dropped! 


JcHimt'YV"!"  Amrk-aiiOiitlwck 


•  The  Hidden  West-by  Rob 
Schultheis  (Random  House, 
$11.50).  The  author  gets  off  on 
getting  off  the  beaten  paths 
across  Colorado's  stunning  land- 
scape. These  mutations-of-Ker- 
ouac-style  essays  tell  of  torturous 
hikes  into  almost  inaccessible 
valleys  and  untrod  climbs  that  I 
don't  think  many  readers  would  want  to  duplicate. 

Excerpts:  Someone  was  kayaking  the  Grand  when  he  met 
a  lone  Hopi  Indian  man  on  a  beach  where  the  Little 
Colorado  flows  into  the  canyon.  The  Hopi's  face  was 
painted  black.  "I'm  waiting  here  for  a  vision,"  he  told  the 
kayaker,  "but  you're  not  it."  .  .  .We  didn't  make  it  to  the 
highway  till  after  dark,  and  it  was  another  hour  east  to 
Kayenta,  where  there  was  a  cafe  open.  We  bought  Navaho 
tacos  there  and  mutton  stew  and  coffee.  The  food  tasted 
better  than  any  mystery.  I  didn't  care  if  I  never  saw 
Navaho  Mountain  again:  that  short-order  greasy  spoon 
was  shrine  enough  for  me. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -MSF 


from  Inn  ton 's 

Up  &  Down  Wall  Street 

— Alan  Abelson,  editor 

.  .  .  The  market,  fresh  from  an- 
other stellar  performance,  poised  on 
its  lofty  perch  to  spring  to  still  more 
elevated  peaks,  was  suddenly  con- 
fronted by  an  event  as  unexpected 
as  it  was  terrifying:  the  discovery  by 
Business  Week  that  something  was 
happening  in  the  stock  market. 
We're  not  ashamed  to  admit  that 
when  we  espied  the  cover  of  the 
publication,  our  blood  ran  cold,  our 
cheeks  grew  hot,  our  hands  shook 
uncontrollably.  For  eight  wonderful 
months,  the  stock  market  had  gone 
from  strength  to  inspiring  strength, 
trampling  caveats  and  cautions  in 
its  path,  flicking  off  the  dire  counsel 
of  economists,  undaunted  by  the 
taunts  of  technicians,  confounding 
correctionists  by  the  score. 


All  this  time,  millions  cheered 
and  grew  more  affluent.  And  all  this 
time,  to  the  relief  of  bulls  old  and 
young,  large  and  small,  raging  and 
Ferdinandish,  Business  Week  peace- 
fully slept.  Inevitably,  there  was  a 
leak,  and  then  some  fink  tipped 
Business  Week  off.  Lo  and  behold, 
McGraw-Hill's  great  flagship  woke 
with  a  start,  piped  all  hands  out  of 
the  holds  and  ran  up  a  cover  story 
heralding  "The  Rebirth  of  Equi- 
ties." Congratulations  poured  in 
from  the  moon — the  only  other 
place  that  had  missed  the  bull  mar- 
ket. The  reason  for  the  "Rebirth"  in 
the  title,  incidentally,  was  that  the 
publication  had  proclaimed  "The 
Death  of  Equities"  in  another  cover 
story  back  in  1979. 

At  that  time,  it  assigned  a  copy- 
boy  to  drive  a  stake  into  the  mar- 
ket's heart.  Unfortunately,  the 
copyboy  was  a  vegetarian  and  unfa- 


miliar with  stakes,  so  he  lost  that 
fearsome  weapon  on  his  way  down- 
town. As  a  happy  consequence  the 
market,  poor  beast,  was  able  to 
crawl  away  and  has  survived  these 
past  four  years  undetected  by  the 
magazine's  millions  of  minions. 
Subsequently,  the  copyboy  was  pro- 
moted to  reporter,  and  if  he  contin- 
ues in  his  fumbling  way,  we  venture 
he'll  make  editor  someday. 

As  it  was,  the  news  that  Business 
Week  had  rediscovered  the  stock 
market  sent  tremors  of  trepidation 
tripping  through  The  Street.  Then 
came  the  real  shocker — not  only 
had  Business  Week  rediscovered  the 
stock  market,  but  it  was  bullish! 
Panic  set  in,  widows  wept,  orphans 
wailed  and  sell  orders  flooded  the 
market  with  a  mighty  rush.  It  was, 
we  can  say  without  fear  of  contra- 
diction, a  very  near  thing.  Very  near 
thing,  indeed. . . . 


Tax  Cut  Impact 

The  average  U.S.  worker  will  spend 
2  hours  and  40  minutes  each  workday 
in  1983  earning  enough  money  to  pay 
federal,  state  and  local  taxes. 

However,  according  to  a  new  report 
by  the  Tax  Foundation,  that  is  less 
time  than  was  spent  last  year.  Exactly 
1  minute  less. 

— U.S.  News  &)  World  Report 

Cure  Carefully 

The  newly  medically  uninsured  are 
people  who  lost  employer-paid  cover- 
age when  they  lost  their  jobs.  Their 
number  may  exceed  10  million,  and 
their  plight  has  stirred  Congress  to 
consider  relief  plans. 

But  could  it  remain  temporary?  To- 


day's emergency  relief  will  be  hard  to 
withdraw.  Though  "free  market"  ap- 
proaches to  the  containment  of  health 
costs  are  now  in  vogue,  there  is  reason 
to  believe  more  federal  regulation 
might  bring  costs  under  control  more 
sensibly.  Congress  should  respond  to 
the  immediate  need,  but  with  full  un- 
derstanding of  the  implications  and  a 
willingness  to  look  further  ahead. 

— New  York  Times  editorial 

Bank  Note 

New  York  State  Police  arrested 
John  Kronau,  25,  of  Avrill  Park,  New 
York,  for  disorderly  conduct  after  he 
frightened  a  bank  teller  at  the  Troy 
Savings  Bank  in  East  Greenbush. 
Kronau  allegedly  handed  the  teller  an 


envelope  and  a  note  that  said:  "Don't 
be  alarmed.  This  is  a  bank  deposit. 
Please  take  the  money  out  of  the  en- 
velope and  put  it  in  the  bank." 

— AP,  in  National  Lampoon, 


A  little  flattery  will  support 
a  man  through  great  fatigue. 

— President  James  Monroe, 
Presidential  Anecdotes 


Momentary  Heroics 

Heroism,  the  Caucasian  mountain- 
eers say,  is  endurance  for  one  mo- 
ment more. 

— George  Kennan,  OMNI 


Unskimpy  Suit 

Chattanooga,  Tenn. — Days  Inns 
of  America  Inc.  plans  to  ask  a  judge  to 
review  a  jury  verdict  awarding 
$25,000  to  a  man  who  claimed  he 
permanently  injured  his  neck  after 
walking  in  on  a  "skimpily  clad"  wom- 
an in  a  motel  room,  (ames  L.  Hardy 
Ir.,  56,  of  Nederland,  Tex.,  sought 
$150,000  in  damages  from  the  Atlan- 
ta-based motel  chain,  saying  the  com- 
pany's East  Ridge  property  was  negli- 
gent for  giving  him  the  key  to  the 
wrong  room  and  exposing  him  to  the 
nightgown-clad  woman  in  1981. 

— Lake  Sun  Leader,  Missouri 
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It's  no  secret  within  the 
urance  industry  that  non- 
lokers  and  regular  exercisers 
;  longer. 

So  why  aren't  such 
3ple  charged  less  for  their  life 
urance?  At  one  life  insurance 
npany,  they  are:  ITT  Life 
iurance  Corporation. 

ITT  Life  offers  a  Good 
alth  Bonus*  that  rewards  both 

smokers  and  people  who 
ly  fit.  If  you  don  t  smoke,  you 
aid  earn  a  65%  insurance 
jnus  from  ITT  Life.  For  example, 
iur  $50,000  policy  would  be 
(Teased  to  $82,500.  Without 


any  increase  in  premiums. 

If  you  don't  smoke  and 
you  exercise  regularly  you  could 
receive  a  100%  insurance  bonus— 
double  the  protection  with  no 
increase  in  premium. 

Over  half  of  the  non- 
smokers  who  apply  meet  the 
underwriting  criteria  for  the  Good 
Health  Bonus.  Isn't  it  time  you 
began  to  get  the  break  on  life 
insurance  that  you  deserve? 

For  more  details  on  the 
ITT  Life  Good  Health  Bonus,  call 
free:  1-800-328-2193  and  ask  for 
operator  (542.  In  Minnesota  call: 
612-545-2100.  Or  mail  the  coupon. 


ITT  Life  Insurance  Corporation  642 
Post  Office  Box  130,  Minneapolis,  Minnesota  55440 

 Please  give  me  a  free  estimate  of  the  low  premiums 

1  would  pay  for  $  of  life  insurance  with 

the  ITT  Life  Good  Health  Bonus.  My  age  is  


I  now  pay  $  in  premiums  per  year. 

I  smoke  cigarettes.    YesD  NoD 

1  exercise  at  least  3  times  weekly.    Yes  □    No  □ 

Mr./Mrs./Ms  

Address  

City  


Phone  (include  area  codei 


State. 


_  Apt. 
Zip— 


ITT  Life  Insurance 
Corporation 


III 


Not  licensed  in  New  York  and  New  Jersey,  residents  ot  these  states  not 
eligible  All  products  not  available  in  all  states 
L,  J 

'Bonus  insurance  guaranteed  for  10  years;  guaranteed  convertible 


Now  you  can 

follow 


the  leader. 


1981 


1982 


1983 


There  can  be  no  assurance  that  this  degree  of  correlation  will  continue  in  the  future. 


The  American  Stock  Exchange 
introduces  options  on  the  Major  Market  Index. 
The  20-stock  index  that  mirrors  the  market. 


The  Major  Market  Index  was  created  for 
the  investor  who  wants  to  work  with  a  reliable, 
easy-to-follow  index;  an  index  made  up  of  20 
blue  chip  stocks  that  together  are  widely  viewed 
as  reflecting  the  market  for  major  U.S.  Industrials. 

We  compared  the  Major  Market  Index 
with  the  Dow  Jones  Industrial  Average  over  an 
18  month  period.  Result?  Our  index  closely 
tracks  this  leading  market  indicator.  It  makes 
sense  to  trade  options  on  an  index  that  mirrors 
the  market. 

Index  options  provide  new  investment 
opportunities.  By  using  leverage  to  profit  from 


anticipated  changes  in  the  market's  direction. 
By  hedging  against  a  decline  in  the  market  as 
a  whole. 

You  can  trade  index  options  through 
your  regular  stock  options  accounts.  Of  course, 
index  options,  like  all  investments,  involve  risks. 
Up  to  the  full  amount  of  the  premium  paid  for 
puts  or  calls  may  be  lost  in  a  brief  period  if  the 
investor  is  wrong. 

For  a  discussion  of  the  uses  and  risks 
of  index  options,  ask  your  broker  or  the  AMEX 
for  basic  options  and  index  options  disclosure 
documents. 


(XMI) 

The  Major  Market  Index  Option 

The  index  that  mirrors  the  market. 


AMEX 

American  Stock  Exchange,  Inc.,  86  Trinity  Place,  New  York,  New  York  10006. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


CONGRESS  BLOWS 

Legislation  to  increase  substantially  the  U.S.  contribu- 
tion to  the  International  Monetary  Fund  is  sailing  through 
Congress. 

Too  bad,  because  Congress  and  the  Administration  have 
never  come  to  grips  with  the  fundamental  questions  in- 
volved. If  they  had,  the  IMF  replenishment  would  have 
gone  the  way  of  the  permanent  oil  shortage.  Instead,  the 
U.S.  was  stampeded  by  cries  of  "default,"  "collapse," 
"another  1931." 

There  are  some  key  questions  that  have  never  been 
answered,  much  less  addressed: 

•  Are  increased  IMF  resources  the  only,  or  even  the  best, 
way  to  prevent  a  catastrophic  string  of  bank  failures? 

•  Are  the  added  resources  necessary  to  prevent  countries 
from  defaulting? 

•  Will  the  additional  money  promote  sound  economic 
policies  in  troubled  countries? 

•  Is  boosting  the  IMF's  role  in  international  lending 
conducive  to  expanding  world  trade  and  reducing  protec- 
tionist pressures? 

•  Will  it  encourage  sound,  productive  private  lending 
overseas? 

•  Will  more  IMF  lending  reduce  inflationary  forces? 
The  answers  are  not  encouraging. 

Bank  failures.  You  don't  need  an  IMF  to  prevent  these. 
That's  what  central  banks,  like  the  Federal  Reserve,  are 
for — to  act  as  lenders  of  last  resort  to  institutions  with 
serious,  temporary  liquidity  problems. 

Government  defaults.  If  a  Mexico  needs  a  quick  as- 
sist, the  Fed  or  some  other  government  agency  can  make  a 
fast  loan,  as  happened  last  summer.  Bank  regulators  here 
and  abroad  are  quite  capable  of  twisting  the  arms  of  com- 
mercial banks  to  maintain  or  even  increase  loans  to  dis- 
tressed, but  important  borrowers.  The  Fed  did  that,  too,  a 
few  months  back. 

The  IMF  as  dispenser  of  castor  oil  to  financially 
sick  nations.  First,  this  agency  often  prescribes  the  wrong 
medicine  (see  this  column,  Apr.  11),  which  needlessly 


IT  WITH  THE  IMF 

prolongs  a  patient's  agony  and  actually  retards  recovery. 
Second,  the  IMF's  "seal  of  approval"  that  a  country  is 
putting  its  house  in  order  can  be  signaled  as  easily  by  a  $1 
million  loan  as  with  $1  billion  or  $5  billion. 

World  trade  and  private  lending.  A  major  problem 
has  been  and  will  be  again  the  notion  that  so-called  sover- 
eign risks  (i.e.,  governments  and  their  agencies)  are  safer 
bets  than  private  sector  borrowers,  not  because  they're 
sounder  enterprises  economically,  but  because  they  are 
more  likely  to  get  bailed  out.  Expanding  the  IMF  will  only 
encourage  this  trend. 

Fund  bureaucrats  don't  bother  to  distinguish  between 
risks  within  a  country.  Either  a  country  is  "good"  or 
"bad."  Which  is  absurd.  Five  years  ago  the  U.S.  dollar  was 
the  sickest  currency  among  industrial  nations.  Did  that 
mean  IBM  and  GE  were  bad  credit  risks?  In  the  19th 
century  the  U.S.  as  a  whole  wasn't  labeled  a  no-no  to 
foreign  investors  just  because  certain  bondholders  lost 
their  shirts  when  a  particular  railroad  went  broke. 

It's  no  coincidence  that  perennial  IMF  borrowers  are 
usually  countries  that  most  stifle  their  private  sectors. 

Protectionism,  inflation  and  other  bad  things. 
The  IMF's  obsession  with  balance  of  payments  as  the 
ultimate  thermometer  of  a  nation's  health  unwittingly 
encourages  protectionist  anti-free-trade  measures.  The 
IMF  really  doesn't  care  how  you  reduce  your  deficit,  even 
if  it  means  restrictions  on  imports. 

As  for  inflation,  the  IMF  gets  its  money  from  countries 
like  the  U.S.,  money  that  usually  comes  off  government 
printing  presses. 

Like  most  bureaucrats,  those  of  the  IMF  are  empire 
builders.  Naturally,  they  want  us  to  think  that  it's  either 
more  dough  for  them — or  disaster. 

Actually,  when  you  examine  the  issue  carefully,  there's 
little  good  to  be  said  for  refilling  their  coffers  and  much 
that  is  bad. 

Congress  should  kill  this  legislation,  but  it  won't,  be- 
cause it  never  asked  the  right  questions. 


FORBES,  [UNE  6,  1983 


31 


10  actions 

Bethlehem  has  taken 
to  help  improve  future 
profitability. 


L We've  streamlined  our  organization  from 
•  top  to  bottom,  eliminating  layers  of 
management  and  supervision. 

)   We've  reduced  our  salaried  work  forces 
!•  by  about  30%  in  two  years. 

)   We've  reduced  salaried  compensation, 
U  ranging  from  about  30%  for  upper-level 

executives  to  about  8%  for  non-exempt 

salaried  employees. 

t We've  revised  salaried  employee  benefits 
•  to  contain  escalation  in  costs,  particularly 
health  care  costs. 

■   We've  reached  a  contract  agreement  with 
the  United  Steelworkers  of  America  that 
represents  a  responsible  move  toward 
getting  bargaining-unit  employment  costs 
under  control  to  make  us  more  competi- 
tive in  the  steel  market. 

>    We've  shut  down  a  number  of  facilities, 
K  and  we're  disposing  of  others,  that  were 
unprofitable  or  did  not  fit  Bethlehem's 
long-range  strategic  plan,  e.g.,  steel  plants 
at  Los  Angeles  and  Seattle,  ship  repair 
yards  at  Baltimore,  Boston,  Hoboken  and 
San  Francisco.  In  addition,  operations  at 
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our  Lackawanna  and  Johnstown  plants 
will  be  restructured  by  the  end  of  this 
year. 

We've  completed  the  reorganization  of 
most  of  our  operating  activities  into 
business  units  with  expanded  authority 
and  responsibility  for  their  results.  The 
business  unit  concept  is  a  key  element  in 
our  new  style  of  managing  and  operating 
our  businesses. 

We've  greatly  extended  our  use  of  com- 
puters and  office  information  systems  to 
increase  productivity  and  improve  infor- 
mation flow .  .to  assist  in  planning  and 
controlling  production  and  manufacturing 
processes. 

We've  continued  to  upgrade  our  steel 
operations,  moving  ahead  on  construction 
of  a  new  bloom  caster  at  our  Steelton, 
Pa.,  plant  and  a  new  continuous  heat- 
treating  line  at  our  Burns  Harbor,  Ind., 
plant. 

We've  pressed  forward  with  quality  of 
►  work  life  activity,  encouraging  greater 
employee  participation  in  problem- 
solving  and  decision-making. 


Some  of  these  actions  were  painful, 
but  necessary  to  make  Bethlehem  the 
tougher,  more  competitive  company 
we  are  today.  Bethlehem 


Bethlehem  Steel  Corporation 
Bethlehem,  PA  18016 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


The  scramble  to  raise 
long-term  cash 

and  repay 
short-term  debt 


The  "window"  was 
supposed  to  close, 
but  it  didn't 


Inflation  and  gov- 
ernment borrowing? 
Not  to  worry 


NEXT:  A  CAPITAL- SPENDING  BOOM 

Odd,  isn't  it?  As  interest  rates  have  dropped  rather  sharply  from 
their  lofty  levels  of  early  1982,  corporate  treasurers  have  scrambled 
even  more  madly  to  pay  short-term  debt  with  money  raised  by  long- 
term  borrowing  or  the  sale  of  equity.  There  were  compelling  reasons 
for  doing  so  in  early  1982,  when  short-  and  long-term  interest  rates 
were  near  record-high  levels,  and  interest-rate  bears  brooded  over  the 
prospect  of  even  higher  rates.  Swapping  debt  for  equity  helped  reduce 
interest  costs,  to  the  benefit  of  earnings,  and  strengthened  many 
balance  sheets.  Even  borrowing  long  term,  at  fixed  rates,  made  sense 
when  nothing  but  more  inflation  and  even  higher  rates  loomed  on  the 
economic  horizon.  Now  the  inflationary  beast  purrs  like  a  pussycat. 
It's  cheaper  to  borrow  short  term  than  it's  been  in  years.  Yet  savvy 
financial  types  are  treating  short-term  debt  like  a  case  of  dandruff. 

Last  year  financial  vice  presidents  saw  the  decline  in  interest  rates 
as,  in  their  jargon,  a  window,  or  opening  that  would  soon  close.  But 
things  are  different  now.  Dressing  up  the  balance  sheet  has  become  an 
exercise  in  long-term  preparation,  and  that's  good  news  for  the  recov- 
ery. It  portends  a  boom  in  capital  spending.  It  puts  corporate  balance 
sheets  in  better  shape  for  future  financing  and  they  will  be  further 
strengthened  by  the  new  equity,  and  from  cash  generated  internally 
through  bigger  depreciation  and  lower  short-term  interest  costs. 

But  the  incipient  capital-spending  boom  will  look  a  little  different 
from  the  conventional  business-cycle  booms  of  the  past.  The  utilities, 
as  Otto  Eckstein  of  Data  Resources  observes,  generally  will  not  require 
increases  in  generating  capacity  for  ten  years  or  so.  Such  old-line 
manufacturing  businesses  as  steel,  automobiles,  chemicals,  rubber, 
glass  and  refining,  too,  will  demonstrate  relatively  weak  appetites  for 
capital  in  the  future.  It's  the  service  segment  of  the  economy — 
including,  of  course,  the  government — that  will  demand  a  bigger  share 
of  capital  than  it  has  in  past  recoveries.  This  will  mean  more  commu- 
nications and  data  processing  gear,  less  heavy  machinery. 

The  government's  appetite  worries  people.  In  part  that's  because 
old  habits  of  thought  die  hard.  Deficits  that  look  awesome  in  times  of 
inflation  and  business  stagnation  should  really  be  less  than  terrifying 
when  a  recovery  has  clearly  begun.  Which  means  that  the  deficit  does 
not  necessarily  doom  us  to  another  burst  of  high  interest  rates. 

But  few  of  the  corporate  financial  managers  now  borrowing  long  term 
or  selling  new  shares  will  justify  their  decision  with  long-term  logic. 
To  them,  stock  prices  look  high,  so  the  message  is  "sell  equity."  Too 
much  bank  debt  and  commercial  paper  threaten  solvency  when  things 
are  bad,  so  the  word  goes  out:  Replace  it  with  long-term  debt  even  if  it 
raises  our  current  interest  costs.  A  treasurer  puts  it  this  way:  "We're 
not  counting  on  upturns  to  make  our  business  viable." 

Just  the  kind  of  thinking  that  makes  businessmen  shrink  inventories, 
increase  productivity  and  get  in  shape  to  expand.  In  short,  the  kind  of 
thinking  that  has  always  laid  the  groundwork  for  a  sustained  recovery. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Percent  change  +2.2 
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Rolling  along.  For  the  sixth  time  in  a  row,  the  Forbes 
Index  is  up,  with  most  elements  signaling  a  rosy  economy. 

Industrial  production  surged  ahead  last  month  with  a 
solid  2.1%  increase.  Compare  that  with  the  1.7%  increase 
for  the  previous  three  months  combined.  Adding  yet  more 
justification  to  hopes  for  a  sustained  recovery,  manufac- 
turers' new  orders  picked  up  from  a  sad  3.5%  decline  in 
February  to  show  an  increase  of  that  much  in  March. 


For  a  little  more  good  news,  it  doesn't  even  look  like  all 
this  new  economic  activity  is  contributing  to  overstocked 
warehouses,  as  inventories  continue  to  be  pared  down — 
by  1.4%  in  March. 

Consumers  seem  to  be  joining  the  party,  with  outstand- 
ing installment  credit  rising  0.8%  in  March  against  0.2% 
the  previous  month.  Retail  store  sales  were  up  1.6%  in 
April,  slightly  less  than  March's  1.7%  rise. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Vhen  we  thread  the  needle,  communication  costs  less. 


lie  3M  Videodata"  System  carries 
j  ousands  of  messages  on  a  single  cable 
is  an  information  utility  that  s  cutting 
Dmmunication  costs  for  250  companies 
brldwide. 

!  ne  cable  is  threaded  through  a  factory 
"  any  spreadout  institution.  Up  to  10,000 
'■  formation  sources  can  be  connected, 
computers,  word  processors,  TV  monitors 
hd  more  can  handle  data  simultaneously 
iid  never  interfere  with  each  other. 


sion  costs  in  half  compared  with  the  cost 
of  routing  and  re-routing  conventional 
two-wire  hookups 

Hearing  the  needs  of  the  information  age 
has  helped  3M  pioneer  over  600  products 
for  the  voice,  video  and  data  commu- 
nication field.  We  make  everything  from 
computer  diskettes  to  high-speed  trans- 
lators that  put  computer  data  on  microfilm 

And  it  all  began  by  listening. 


ur  system  can  cut  installation  and  expan-   3M  hears  yOU. 


^For  your  free  3M  Voice,  Video  and 
Data  Communications  Brochure,  write: 
Department  050206/3M,  PO.  Box  4039, 

I  St.  Paul,  MN  55104. 

I  Name  


Address. 
City  


.State. 


Zip. 


I  Or  call  toll-free:  1-800-323-1718, 

I  Operator  365.  (Illinois  residents  call 
|  1-800-942-8881.) 


3M 


.if 


WILL  IT 
COME  TO  THIS? 


Warnings  have  come  a  long 
ay  since  someone  had  the  good 
nse  to  put  a  j^.  on  an  iodine  bottle. 

Courts  now* require  warning  la- 
Is  on  a  whole  range  of  products. 
From  paint  thinner  to  pajamas. 
There  have  also  been  rulings 
exactly  how  large  such  labels 
ould  be. 

And  where  they  should  be. 
And  what  they  should  say 
And  it  hasn't  stopped  at  label- 
,  either. 

Requirements  relating  to  all 
pects  of  product  safety  have 
ushroomed  in  recent  years. 

And  while  these  have  been  a 
nefit  to  consumers,  they've  often 
3en  a  problem  for  manufacturers. 

Because  even  a  responsible 
rporation  can  face  liability  by 
^intentionally  overlooking  a  new 
gulation  or  an  obscure  ruling. 

That's  why  at  IN  A,  a  CIGNA 
mpany  we're  prepared  to  do 
ore  than  just  insure  our  clients 
ainst  product  liability 
We  do  everything  we  can  to 
j*ep  them  out  of  court. 

To  start  with,  we  have  a  staff  of 
oduct  liability  specialists  who  can 
:amine  every  step  in  the  manu- 


facturing and  marketing  process. 

From  design  to  advertising. 

And  we're  not  only  likely  to 
spot  weaknesses  people  within  a 
company  may  overlook,  we're  also 
more  likely  to  spot  weaknesses 
general  and  less  specialized  loss 
control  examiners  might  overlook, 
as  well. 

We  even  look  for  problems  be- 
fore they  occur. 

We'll  help  design  a  product  re- 
call program,  for  example,  to  have 
in  place,  ready  to  quickly  imple- 
ment if  the  need  for  it  ever  arises. 

And,  needless  to  say,  on  an  on- 
going basis,  we  monitor  legislation, 
court  rulings,  and  agency  regulations 
that  can  affect  our  client's  liability. 

If  you'd  like  more  information  on 
this  topic,  please  write  to  IN  A  at 
1600  Arch  St.,Dept.RA,  Philadelphia, 
Pennsylvania  1 91 0/1. 

Or,  if  you'd  like  to  know  how  we 
can  help  protect  you  against  product 
liability  exposures,  call  your  agent 
or  broker. 

After  all,  in  an  area  as  complex 
as  this  one  it's  entirely  possible  a  con- 
sumer isn't  the  only 
one  who  can  benefit 
from  a  warning. 


CIGNA 


TOP  OF  THE  LINE 
— — COMPUTERS  FOR 
BOTTOM  LIME  RESULTS, 

We  have  more  ways  than  one  you  can  make  the  bottom  line  look  good. 

We  have  thousands  of  proven  business  application  programs  developed  specifically  for 
Basic  Fourcomputers.  So,  you  get  more  than  computers,  you  get  solutions. 

We  have  one  of  the  top  microcomputer  systems  on  the  market  — for  under  $5000.  On  up 
to  a  system  that  can  handle  as  many  as  64  terminals,  printers  and  other  peripherals.  So,  you 
can  get  the  right  computer  at  the  right  price. 

Best  of  all,  we  help  you  protect  your  investment.  Because,  as  you  expand,  you  can  add 
to  any  Basic  Four  system  by  simply  building  onto  your  existing  hardware  and  software. 

Which  is  why,  for  over  a  decade,  companies  using  Basic  Four  computers  all  over  the 
world  have  agreed:  Any  computer  system  that  can  do  this  much  for  the  bottom  line,  is  at 
the  top  of  theirs.  MAI/Basic  Four  Dept.  360,  14101  Myford  Road,  Tustin,  CA  92680. 
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Evidence  suggests  that  unionized  air  traf- 
fic controllers  deliberately  put  planes  on 
collision  courses  to  back  up  claims  for 
early  retirement. 


A  shocking 
charge 


retire  early  with  generous  benefits. 

This  shocking  allegation  comes 
from  a  study  into  the  side  effects  of 
concessions  to  employees  in  amend- 
ments made  in  September  1974  to  the 
Federal    Employees  Compensation 


By  Howard  Banks 


Some  U.S.  air  traffic  controllers  in 
the  mid-1970s  deliberately  directed 
aircraft  to  fly  illegally  close  together 
to  further  the  controllers'  claims  to 


Act  (FECA).  The  changes  liberalized 
the  rules  covering  government  work- 
ers claiming  to  have  been  disabled  on 
the  job — especially  when  the  disabil- 
ity was  less  than  obvious,  as  in  men- 
tal illness.  The  key  change  was  that 
workers  could  choose  their  own  doc- 
tors and  not  be  put  through  a  detailed 
examination  by  medics  from  their 
employer — for  controllers,  from  the 
Federal  Aviation  Administration. 

The  seemingly  modest  concession 
opened  a  monster  loophole.  If  control- 
lers could  find  a  doctor  to  attest  to 
their  suffering  from  mental  stress, 
they  could  "punch  out"  on  two-thirds 
of  their  pay  (or  three-quarters  with 
dependents),  tax-free — often  more 
than  their  normal  aftertax  take-home 
pay.  How  to  do  it,  since  they  needed 
to  show  that  the  "injury"  to  their 
mental  health  had  happened  at  work? 
Put  two  aircraft  closer  together  than 
the  five  miles  horizontally  or,  above 
29,000  feet,  the  2,000  feet  vertically 
allowed  by  aviation  law  (three  miles 
and  1,000  feet  around  most  airports), 


An  air  traffic  control  room  "somewhere  in  the  U.S. " 

Now  if  I  edge  them  a  bit  closer  I  can  retire,  tax-free. 
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and  so  cause  what  is  called  a  system 
error,  which  is  recorded.  Then  claim 
that  the  worry  of  it  all  meant  that 
they  could  not  sleep  nights. 

The  loophole  was  turned  into  a  gap- 
ing rift  in  the  1973-76  period,  the 
years  covered  by  the  study.  This  hap- 
pened because  cutbacks  had  eliminat- 
ed investigators  at  the  Office  of  Work- 
ers Compensation  Programs,  who 
would  normally  look  into  such  claims 
for  possible  fraud.  The  FAA  simply 
passed  the  claims  through  without  a 
second  glance.  This  was  the  time 
when  the  then  unionized  controllers 
(under  the  now  defunct  Professional 
Air  Traffic  Controllers  Organization) 
were  successfully  pushing  the  line 
that  controllers  were  particularly 
stressed  at  work.  Congress  had  al- 
ready endorsed  the  idea,  in  1972, 
when  it  passed  the  so-called  second 
career  program — government-paid  re- 
training for  controllers  with  five 
years'  or  more  service  who  had 
"burned  out." 

The  study,  entitled  "Information 
Costs  and  Incentives  to  Shirk,"  was 
carried  out  by  John  Umbeck  of  Purdue 
University  and  Michael  Staten,  now 
with  University  of  Delaware.  It  was 
funded  by  the  Carthage  Foundation  of 
Pittsburgh  (donor:  Richard  Mellon 
Scaife),  which  has  no  interest  in  the 
aviation  business,  but  put  up  money 
for  an  academic  look  into  the  moral 
hazards  of  governmental  intervention 
in  the  market — in  this  instance,  the 
labor  market.  Published  in  the  Ameri- 
can Economic  Review  in  December  of 
1982,  the  study  suggests  that  many  of 
these  system  errors  were,  in  fact,  care- 
fully controlled.  It  was  not  heavily 
laden  jumbo  jets,  full  of  people,  trying 
to  land  at  a  rain-soaked  airport  that 
were  deliberately  misdirected.  The 
evidence  suggests  that  it  was  two 
smaller  aircraft  at  a  quiet  time  of  the 
day  or  night,  so  that  the  controller 
could  try  to  ensure  that  deliberate  er- 
ror did  not  turn  into  accidental  disas- 
ter. Cynical,  the  controllers  might 
have  been;  sadistic  they  were  not. 

"We  did  not  set  out  to  get  any- 
body," says  Umbeck,  who  explains 
that  the  1973-76  period  provided  an 
excellent  case  study  into  the  side  ef- 
fect of  a  benevolent  change  in  labor 
law  that  just  happened  to  reduce  the 
incentive  to  work.  It  was,  in  fact,  only 
after  the  controllers'  strike  and  their 
mass  sacking  in  1981  that  the  FAA 
learned  of  the  study's  findings. 

Controllers  provided  an  ideal  sam- 
ple, for  several  reasons.  They  are 
about  the  highest-paid  government 
workers  (averaging  around  $30,000  a 
year  gross  in  1974).  Their  pay  gets 
close  to  a  peak  after  five  years'  service 


and  then  levels  out,  reducing  the  in- 
centive to  stay  with  the  job.  The  tax- 
free  disability  pension,  moreover,  was 
index-linked  to  protect  it  against  in- 
flation. Controllers  are  also  among 
the  most  closely  watched  of  any  em- 
ployees. A  system  error  leads  to  in- 
stant suspension  and  an  inquiry.  In 
these  circumstances,  there  could  be 
no  doubt  that  the  "damage"  to  the 
controllers'  mental  health  had  oc- 
curred at  work. 

It  also  happened  that  there  was  a 
stable  period  in  1973-76.  The  num- 
bers of  controllers  with  service  of  un- 
der five  years,  five  to  ten  years  and 
longer  stayed  roughly  constant.  There 
were  no  major  changes  in  the  equip- 
ment used  (radar  or  computer  sys- 
tems) and,  thanks  to  the  OPEC  oil 
price  rise,  air  travel  in  the  U.S.  did  not 
change  dramatically. 

A  total  of  199  of  all  sorts  of  medical 
disqualifications  among  controllers 


It  was  not  jumbo  jets  trying 
to  land  at  a  rain-soaked  air- 
port that  were  deliberately 
misdirected.  It  was  two 
smaller  aircraft  at  a  quiet 
time  ...  to  ensure  that  delib- 
erate error  did  not  turn  into 
accidental  disaster.  Cynical 
the  controllers  might  have 
been;  sadistic  they  were  not. 


took  place  in  preliberalized  1973. 
This  total  grew  to  a  peak  of  546  in 
1976  and  then  shrank  to  479  in  1977 
as  some  control  was  reimposed.  More 
significant  was  the  growth  during  this 
period  in  the  proportion  of  those  dis- 
qualified who  could  not  otherwise  get 
early  retirement,  say  by  reason  of  age. 
These  increased  from  143  in  1973  to 
450  in  1976. 

The  study  shows  that  disqualifica- 
tions for  most  types  of  disease — such 
as  heart  trouble  or  stomach  problems, 
typical  results  of  stress  on  the  job — 
went  up  by  20%  to  50%  after  the  rules 
were  eased.  Those  punching  out  on 
account  of  lung  troubles  or  backaches 
actually  went  down.  But  alleged 
neuropsychiatric  problems  went  up 
by  no  less  than  150%. 

There  was  also  a  significant  shift  in 
the  length  of  service  of  those  involved 
in  system  errors.  Preliberalized  times 
showed  that  a  higher  proportion  were 
caused  by  controllers  with  less  than 
five  years'  service,  the  least  experi- 
enced people.  But  after  liberalization, 
in  1975  and  particularly  in  1976,  there 
was  a  sharp  jump  in  the  numbers  of 
system  errors  among  controllers  with 
five  to  ten  years'  service. 


Further  adding  to  the  evidence  of! 
something  nasty  happening  in  the  ra- 
dar rooms  is  the  fact  that  in  1973-76 
there  was  a  decline  in  the  number  of 
genuinely  dangerous  near-midair  col- 
lisions. These  are  often  reported  by 
pilots  scared  at  seeing  how  close  was 
their  own  air  miss.  If  some  general 
reason  existed  to  explain  the  increase 
in  the  number  of  system  errors,  then 
surely  it  would  also  have  caused  near 
misses  to  increase,  too. 

The  disparity  contradicts  the  two 
favorite  cases  put  up  against  the  Um- 
beck-Staten  analysis.  One  is  that  in- 
creased errors  were  caused  by  pot- 
smoking  controllers  back  from  the 
Vietnam  War.  Why  would  being  stoned 
have  caused  only  extra  errors  and  not 
air  misses?  The  other,  put  forward  by 
former  PATCO  leader  Robert  Poli,  was 
that  it  was  all  the  fault  of  poor  equip- 
ment and  computer  failures.  Investiga- 
tion outside  this  study  now  suggests 
that  dissident  controllers  were  causing 
those  computer  outages,  especially  be- 
fore the  1981  strike.  They  had  found  a 
way  to  save  up  data  to  be  fed  to  the 
computer  and  then  dump  it  in  in  a  rush. 
Indigestion  caused  the  computer  to 
burp  and  trip  out. 

"Reprehensible,"  says  an  FAA  in- 
sider calmly.  "To  make  it  more  venal 
many  controllers  fixing  to  punch  out 
had  taken  out  loss-of-job  insurance." 

The  FAA  is  working  with  Umbeck 
and  Staten  on  a  reexamination  of  the 
evidence.  Umbeck  accepts  that  some 
of  the  increased  number  of  claims 
were  genuine  and  allowed  under  the 
more  humane  rules.  But  there  is  little 
doubt,  also,  that  most  of  the  system 
errors  were  deliberate — human  greed 
responding  to  an  official  invitation  to 
cheat,  as  Umbeck  puts  it.  "I  would 
have  done  the  same  thing  if  I  was 
them,"  he  says.  "Which  is  one  reason 
we  got  started  on  this  study." 

This  reexamination  also  implies 
that  the  outbreaks  of  controllers  tak- 
ing advantage  of  the  loophole  through 
mental  disability  claims  occurred  in 
pockets  around  the  country.  At  each 
location  there  was  a  sympathetic  doc- 
tor willing  to  sign  them  off.  In  effect, 
says  Umbeck,  the  government  paid 
the  doctors  "bribes,"  since  part  of  the 
disability  covered  medical  bills,  such 
as  a  weekly  session  with  a  shrink  at 
$100  an  hour. 

Be  reassured.  Itisnothappeningnow 
and  for  equally  simple  economic  rea- 
sons. The  OWCP  has  got  its  investiga- 
tors back  and  the  FAA  no  longer  passes 
such  cases  through  without  a  second 
glance.  The  disability  payments  come 
out  of  its  budget,  and  in  these  squeezed 
times  spare  money  is  hard  to  come  by 
in  the  government's  service.  ■ 
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Unhappy  the  land  where  technology  grows 
and  common  sense  declines,  and  unhappy 
its  army,  too. 


Learning 
the  hard  way 


By  Allan  Dodds  Frank 


ANYBODY  CONTEMPLATING  a 
crash  program  for  the  space- 
b  bound,  1990s  laser  weapons 
recently  envisioned  and  recommend- 
ed by  President  Reagan  should  study 
the  ten-year  history  of  the  Army's 
Copperhead  artillery  shell.  There's  a 
sadly  obvious  lesson  in  it,  but  a  lesson 
that  is  apparently  hard  to  learn. 

Copperhead  was  conceived  toward 
the  end  of  the  Vietnam  War,  when 
Army  planners,  impressed  by  the  Air 
Force's  television-  and  laser-guided 
"smart"  bombs,  were  seeking  a  smart 
weapon  of  their  own.  Who,  after  all, 
wants  to  be  left  behind?  The  Army 
wanted  a  projectile  that  would  over- 
come conventional  artillery's  inabil- 
ity to  hit  moving  tanks.  They  pro- 
posed a  laser-directed,  cannon-fired 
shell  that  troops  could  pinpoint  on 
targets  by  "painting"  the  targets  with 
a  concentrated  beam  of  light.  Homing 


in  on  enemy  tanks,  Copperhead 
would  deliver,  from  ranges  of  1.8  to 
9.6  miles,  an  armor-piercing  high-ex- 
plosive charge  combined  with  a  lethal 
jet  of  molten  copper.  The  Army,  too, 
would  enter  the  Space  Age. 

But  humble,  if  costly,  mistakes,  not 
just  technological  difficulties,  have 
made  its  development  a  nightmare. 
Put  up  for  development  bids  in  1973 
and  awarded  to  Martin  Marietta  in 
1975,  Copperhead  purchases  were 
canceled  in  fiscal  1983  by  the  Army. 
Assured  by  Martin  Marietta  of  im- 
proved quality  and  lower  prices,  the 
Army  and  Secretary  of  Defense  Cas- 
par Weinberger  recently  asked  Con- 
gress to  restore  funding  in  1984  for  the 
$54,000-per-round  shell.  The  total 
price  tag,  based  on  a  current  planned 
purchase  of  30,000  shells:  $1.6  billion. 

Because  Copperhead  meant  firing 
sophisticated  electronics  from  a  can- 
non at  9,000  gs  created  by  muzzle 
velocities  of  more  than  1,000  miles 


per  hour,  the  54-inch,  137-pound  shell 
was  engineered  to  withstand  tremen- 
dous longitudinal  pressures  in  a 
155mm  gun.  Less  attention  was  paid 
to  stresses  along  the  horizontal  axis, 
since  the  round  would  fit  snugly  in 
the  howitzer's  chamber.  But  subject- 
ed to  bumpy  truck  ride  tests,  several 
long,  narrow  components  shook  loose 
while  whipping  horizontally.  Thus 
loosened,  wires,  unless  glued  flat, 
came  loose  when  shells  were  fired. 

During  tests  of  rounds  filled  with 
dummy  explosives,  the  copper  cone 
inside  slipped  back  and  severed  wires. 
No  one  had  calculated  that  the  dum- 
my round  would  behave  differently 
without  explosives.  Keeping  the  cop- 
per in  place  took  plenty  of  cash  to  fix, 
but  engineers  later  discovered  that, 
with  real  ammo,  no  problem  existed. 
"We  were  solving  a  problem  that 
didn't  exist,"  recalls  Colonel  John 
Kronkaitis,  the  Army's  Copperhead 
project  manager. 

On  the  production  line  in  Orlando, 
Fla.  a  workman  greased  two  of  three 
surfaces  on  a  rotating  part,  but  ne- 
glected the  third.  Result:  Four 
Copperheads  misfired  at  a  cost  of 
nearly  $140,000,  three  days  of  produc- 
tion lost  and  200  shells  to  rework. 

The  Army  neglected  some  obvious 
questions,  too.  It  did  not  clearly  speci- 
fy how  well  the  laser  was  expected  to 
perform  in  battlefield  smoke  or  fog. 
"They  just  told  us  to  do  the  best  we 
could  with  smoke,"  says  Martin  Mar- 
ietta's Copperhead  project  manager 
Howard  Weaver,  a  former  artillery  of- 
ficer. "Nobody  in  the  Army  really 
knew  much  about  it."  Result:  In  1979 
operational  tests,  Copperhead  hit 
only  33%  of  smoke-obscured  targets. 
False  readings  reflected  off  the  haze. 
When  the  laser  didn't  get  true  target 


"Smart"  missile,  ordinary  G.I. 


Roll  rate  sensor 


Cross  section  of  the  Copperhead  laser-guided  artillery  shell:  Laser 
seeker  in  shell's  nose  homes  in  on  laser  beam  shone  by  foot  soldier 
(right)  on  enemy  tank  with  Ground  Laser  Locator  Designator  (GLLD). 
The  shell  is  fired  from  a  standard,  155mm  gun,  the  wings  popping 
into  position  ten  seconds  after  firing. 
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Test-firing  Copperheads  at  sunny  White  Sands,  N.M. 
"They  told  us  to  do  the  best  we  could  with  smoke. 


readings,  Copperhead  searched  aim- 
lessly for  targets,  then  fell  without 
effect  or  control. 

Since  then,  the  laser  designator  and 
infrared  night  sight  have  been  im- 
proved, says  Army  project  manager 
Kronkaitis.  The  weapon  is  now  capa- 
ble of  accurate  fire  in  smoke  and  fog 
75%  of  the  time.  Heavy  snow  or  rain 
density  will  still  degrade  perfor- 
mance, although  the  shell  has  been 
improved  so  that  it  can  be  fired  in 
cloud  ceilings  of  1,000  feet  or  less, 
which  means  in  more  than  90%  of  all 
weather  in  Europe. 

The  Army  originally  stipulated 
cloud  cover  only  down  to  2,000  feet, 
and  the  improvement  was  made  part- 
ly in  response  to  evaluation  by  a  liber- 
al critic,  Dina  Rasor  of  the  Stewart 
Mott-funded  Project  on  Military  Pro- 
curement. Using  Army  data,  Rasor 
pointed  out  that  cloud  cover  in  West 
Germany  is  below  2,000  feet  nearly 
20%  of  the  time.  She  also  argued  that 
in  a  surprise  attack,  the  four  minutes 
required  to  call  in  a  Copperhead  strike 
would  allow  enemy  tanks  moving  at 
20  miles  per  hour  to  travel  more  than 
1.3  miles,  enough  distance  to  threaten 
forward  observers  in  many  situations. 

What  happens  to  forward  observers 
is  important  because,  for  all  Copper- 
head's wizardry,  ordinary  foot  soldiers 
are  crucial  to  its  operation.  Copper- 
head's mission  is,  in  the  Army's 
phrase,  "to  attrite"  Russian  tanks  be- 
fore they  reach  the  U.S.'  forward  bat- 
tle line.  Thus  two  soldiers  must  go 
forward  to  spot  faraway  Russians. 
Their  laser  apparatus  weighs  56 
pounds  and  takes  five  minutes  to 
erect.  Then  they  must  radio  back  to 
headquarters  while  shining  a  laser 
beam  for  as  long  as  13  seconds  on  the 
oncoming  Russian  tank  to  allow 
Copperhead  to  strike.  If  communica- 
tions are  clear,  the  process  takes  two 
minutes.  The  enemy  targets,  mean- 
while, must  remain  visible. 

Might  not  Russian  tanks,  equipped 
with  laser  detection  devices,  train 


their  machine  guns  on  opposing  hill- 
sides? Will  the  GI  observers  remem- 
ber they  are  out  of  machine  gun  range, 
or  will  they  seek  to  get  out  of  range, 
leaving  behind  the  $350,000  laser  de- 
signator? Army  Training  &  Doctrine 
Command  officers  pooh-pooh  any 
suggestions  that  GIs  will  bug  out. 


They  discount  Russian  laser  alarm 
and  say  Soviet  tank  crews  would  g 
crazy  every  time  the  alarm  went  of 
knowing  that  13  seconds  later 
Copperhead  could  be  on  the  way.  Th 
Army  calls  it  "the  pucker  factor." 

Still  not  entirely  comfortable  wit 
the  manned  lasers,  the  Army  is  deve 
oping  the  Remotely  Piloted  Vehicle, 
6-foot-long,  220-pound  drone  aircral 
with  a  quiet,  rear-mounted  propelle 
that  is  supposed  to  fly  over  enem 
lines  at  100  miles  per  hour  or  less  fo 
three  hours.  The  little  plane,  launche 
from  a  truck,  is  supposed  to  send  bac 
TV  images  and  shine  the  laser  on  en 
emy  targets.  But  the  little  pilotles 
planes  aren't  in  production  yet  and,  o 
course,  are  yet  to  be  proved. 

Whether  Copperhead  will  work  de 
pends  on  what,  and  whom,  you  be 
lieve  about  the  $1.6  billion  program 
In  military  affairs  as  in  social  spend 
ing,  throwing  money  at  a  problen 
doesn't  usually  produce  results.  ■ 


Nothing  is  as  persuasive  as  an  illusion 
whose  time  has  come.  Interstate  banking, 
for  example. 


Groucho  Marx 
said  it  first 


By  Michael  Cieply 


FIFTEEN  MONTHS  AGO  Joseph 
Pinola,  chairman  of  $41  billion 
,1982  assets)  First  Interstate 
Bancorp,  launched  a  seemingly  ingen- 
ious attempt  to  forge  a  coast-to-coast 
empire  of  franchised  banks. 

Pinola  was  responding  to  his  strate- 
gic planners,  who  had  predicted  that 
deregulation  would  eliminate  7,000 
banks  while  reducing  the  retail  bank- 
ing industry  to  as  few  as  ten  major 
survivors,  half  from  the  nonbanking 
sector — Merrill  Lynch,  Sears,  etc. 

Pinola  took  a  certain  relish  in  that 
vision.  He  reasoned  that  frightened 
local  bankers,  faced  with  interstate 
competition,  would  welcome  help 
from  his  21 -bank  holding  company. 
After  all,  founder  A. P.  Giannini  had 


positioned  First  Interstate  in  1 1  west 
em  states  before  federal  law  stopped 
interstate  expansion.  Wasn't  it,  there 
fore,  the  first  interstate  bank?  Already 
the  U.S.'  eighth-largest  bank,  it  would 
sell  smaller  banks  the  use  of  its  name 
and  access  to  a  $100  million  comput- 


First  Interstate's  Pinola 
Invitations  declined. 
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Interstate 
versus 
interdisciplinary 
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Is  a  headlong  rush  into  interstate  banking  the  only 
response  to  deregulation  available  these  days  for  a  big 
bank  in  retail-oriented  California?  In  a  word,  no.  Secu- 
rity Pacific  Corp.,  $37  billion  assets  at  the  end  of  1982, 


has  diversified  in  recent  years  into  such  high-margin 
lines  as  equipment  leasing  and  commercial  finance. 
The  results  are  clear  from  these  charts,  which  show 
Security  besting  First  Interstate  in  crucial  categories. 


erized  network  and  get  in  return  sub- 
stantial fees  plus  a  nationwide  system 
of  possibly  5,000  outlets. 

But  the  results  are  meager:  Three 
banks — one  tiny  unit  bank  in  Colo- 
rado and  two  small  branch  systems 
in  Hawaii  and  Alaska — have  signed 
up  with  Pinola.  Two  more  are  prom- 
ised soon.  Why  the  lack  of  enthusi- 
asm? Pinola  blames  it  on  the  inertia 
of  American  managers.  But  it  seems 
more  likely  that  Pinola,  58,  has  mis- 
judged both  the  shape  of  the  future 
and  the  savvy  of  his  small-time 
counterparts. 

Pinola's  planners  saw  the  greatest 
vulnerability  among  banks  with  $100 
million  to  $500  million  in  deposits. 
But  Richard  Evers,  president  of  a 
member  bank  in  Citizens  Bancorp.,  a 
$560  million  Wisconsin  holding  com- 
pany, isn't  too  worried.  "We're  going 
to  get  involved  in  new  lines  of  busi- 
ness," says  Evers.  "And  we're  prob- 
ably going  to  do  it  better  than  outfits 
like  First  Interstate,  who  claim  they 
can  do  it  all  for  you." 

The  way  Evers  sees  it,  FIB  is  offer- 
ing to  sell  his  Citizens  North  Shore 
bank,  with  deep  roots  in  its  communi- 
ty and  a  sterling  record,  a  chunk  of  its 
own  territory — while  charging  a  fee 
that  could  run  the  equivalent  of  .07% 
return  on  assets.  As  to  Pinola's  offer  of 
such  big-time  services  as  discount 
brokerage,  Evers  scoffs:  "I've  been  a 
discount  broker  since  the  day  it  be- 
came possible.  I  was  inundated  with 
people  asking  me  to  join  their  sys- 
tem." The  same  goes  for  ATMs.  By 
year's  end  FIB  could  link  Evers  to  a 
nationwide,  instant  cash  system.  But 


the  Wisconsin-wide  network  Evers 
joined  seven  years  ago  already  plans  to 
go  national.  The  reality:  With  numer- 
ous suppliers,  such  as  Systematics 
Inc.  and  First  Financial  Management 
Corp.,  offering  bank  services  today, 
smart  bankers  can  barter  for  all  the 
service  they're  likely  to  need. 

The  smaller  banks,  too,  are  setting 
the  terms  of  their  own  consolidation. 
Since  1981  roughly  900  banks  have 
filed  acquisition  or  merger  applica- 
tions. In  fact,  a  web  of  regional  alli- 
ances is  far  more  likely  than  domi- 
nance by  national  chains,  says  Forbes 
Olberg,  whose  Banks  of  Iowa  has  ar- 
ranged to  join  forces  with  $17  billion 
(1982  assets)  First  Bank  System  of 
Minneapolis.  "To  remain  on  the  cut- 
ting edge,  you  have  to  pick  your  part- 
ners," says  Olberg.  Likewise,  William 
Bowen  of  Arkansas'  Commercial  Na- 
tional Bank  speaks  of  his  pending 
merger  with  First  National  in  Little 
Rock:  "That  will  push  us  to  $900  mil- 
lion-total-asset size,  and  give  us 
strength  in  multibank-holding-com- 
pany  development." 

Such  spirited  bankers  would  be  a 
welcome  addition  to  Pinola's  fran- 
chise system.  Yet  Bowen  rejected 
FIB's  pitch.  "It  reminded  me  of  Grou- 
cho  Marx'  old  line,"  says  Bowen:  "I'm 
not  sure  I'd  want  to  join  a  club  that 
would  have  me  as  a  member." 

Meanwhile,  First  Interstate's  earn- 
ings fell  7.3%  last  year,  to  $228  mil- 
lion, while  return  on  assets  dipped  to 
0.6%,  far  less  than  the  0.98%  median, 
the  profitability  of  many  of  the  small 
banks  Pinola  set  out  to  franchise. 
FIB's  primary  problem  was  in  the  Cal- 


ifornia subsidiary  where  earnings  fell 
38%  because  of  nonperforming  con- 
struction loans. 

But  beyond  that,  Pinola  is  still 
struggling  to  bring  efficiency  to  the 
agglomeration  of  banks  spun  off  by 
Transamerica  Corp.  in  1958.  Indeed, 
the  lesson  for  those  with  interstate 
ambitions:  It  is  no  simple  matter  to 
amalgamate  banks. 

Until  last  year,  loan  officers  from 
all  21  First  Interstate  banks  got  in 
each  other's  way  by  calling  on  the 
same  corporate  prospects,  while  FIB 
got  only  second-tier  fees  on  syndica- 
tion loans  because  the  banks  didn't 
participate  as  one  lender.  Pinola,  a 
Navy  veteran  who  left  high  school  to 
serve  in  the  Pacific  during  World  War 
II,  has  now  assigned  individual  sub- 
sidiaries lead-bank  status  for  various 
specialties — Oregon  for  forest  prod- 
ucts, California  for  housing,  etc. — 
while  arguing  for  first-tier  fees. 

Equally  troublesome,  minority 
stockholders  in  the  individual  banks 
limited  Pinola's  ability  to  rationalize 
FIB's  capital.  Investment  is  concen- 
trated in  pockets  like  Nevada  and  New 
Mexico,  while  the  California  bank  has 
leveraged  itself.  Only  recently,  Pinola 
bought  in  those  minority  positions. 

And,  as  to  getting  uniform  perfor- 
mance from  individual  management 
fiefdoms,  Pinola  is  older  but  wiser. 
"The  only  time  the  place  will  run  on 
all  21  cylinders  is  the  year  when  they 
know  I'm  about  to  retire,"  he  says. 
The  legendary  King  Arthur,  facing  a 
somewhat  analogous  problem,  de- 
vised the  round  table.  But  how  do  you 
run  a  bank  from  a  round  table?  ■ 
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Lookingfor  another  energy  lender  in  trou- 
ble? Try  the  U.S.  Maritime  Administration. 


Bureaucracy's 
visible  hand 


By  Toni  Mack 

T|  HERE  IS  MUCH  WEEPING  and 
gnashing  of  teeth  these  days 
among  the  doctors  and  lawyers 
who  invested  in  oil  and  gas  tax  shel- 
ters. Guess  who  is  wailing  alongside: 
Uncle  Sam,  whose  Maritime  Admin- 
istration has  $1  billion  at  stake  in 
loan  guarantees  for  offshore  drilling 
rigs  and  $517  million  more  for  drill 
service  boats. 

Marad,  reluctant  to  admit  defeat 
and  foreclose,  has  already  paid  $1.4 
million  in  interest  on  two  rigs  operat- 
ed by  Houtech  Ltd.  I,  a  partnership 
put  together  by  Rotan  Mosle,  the 
Houston  brokerage  house  recently 
bought  by  Paine  Webber.  Marad  has 
also  paid  another  $3.4  million  on  ser- 
vice boats — "to  protect  the  govern- 
ment's collateral  interest  in  the  ves- 
sels," as  the  press  releases  gingerly 
put  it. 

How  did  the  government  get  into 
this  fix?  Marad  first  took  rigs  and 
boats  under  its  wing  with  the  Mer- 
chant Marine  Act  of  1970.  Later, 
when  oil  exploration  took  off  in  the 
mid-Seventies,  so  did  Marad's  loan 
guarantees.  Not  without  objection. 
John  P.  Laborde,  chairman  of  boat  op- 
erator Tidewater  Inc.,  has  been  writ- 
ing letters  of  complaint  to  Marad  for 
two  years.  He  explains:  "The  combi- 
nation of  limited  partnerships  and 
Marad  financing  brought  people  into 
the  offshore  business  who  normally 
would  never  have  dreamed  of  it.  The 
representations  [to  tax-shelter  inves- 
tors] were  always  that  'this  will  al- 
ways be  a  good  business,  and  after  you 
milk  it  of  all  these  tax  goodies  up 
front,  the  residual  value  of  the  vessel 
will  be  at  least  what  you  paid  for  it, 
and  you'll  probably  make  a  profit  on 
that.'  It  was  a  grand-sounding  story." 

Grand,  except  that  Marad's  timing 
was  off.  Most  of  the  loan  guarantees 


for  tax-shelter  vessels  were  granted  in 
the  boom  times  of  the  late  1970s  and 
early  1980s.  Though  the  Reagan  Ad- 
ministration cut  off  most  new  guaran- 
tees, three  rigs  got  backing  as  late  as 
mid- 1982,  when  the  market  had  al- 
ready soured.  Marad  has  let  the  rigs' 
operator  defer  $9  million  in  principal 
payments.  Of  29  Marad-backed  tax- 
shelter  rigs,  at  least  12  are  idle  or 
working  at  drastically  reduced  rates. 
As  vessels  come  off  long-term  con- 
tracts into  a  glutted  market,  the  situa- 
tion will  only  worsen. 
Marad  has  little  choice  but  to  try  to 


By  Richard  Greene 

IF  it  isn't  one  thing,  it's  another. 
Just  last  year  savings  and  loan  in- 
stitutions were  crying  to  Con- 
gress that  they  couldn't  function 
without  federal  relief.  So  Congress 
broadened  their  franchise  and  allowed 
them  to  sell  money  market  deposit 
accounts.  This  has  helped  bring  in 
close  to  $30  billion  in  additional  cash 
so  far  this  year,  and  now  the  S&Ls 
have  a  new  problem:  What  are  they 
going  to  do  with  all  that  money? 


keep  its  rigs  and  boats  afloat.  In  rigs, 
for  instance,  it  controls  1 1  %  of  the 
world's  fleet.  If  Marad  foreclosed, 
those  rigs  would  go  up  for  auction  and 
then  bob  back  onto  the  market  at 
probably  25%  to  35%  of  their  original 
cost.  That  would  further  depress  rig 
rental  rates  and  force  the  government 
into  hundreds  of  millions  in  pay- 
ments to  bondholders.  (Marad's  $345 
million  kitty  covers  its  total  $8  bil- 
lion in  guarantees.)  Marad  is  said  to  be 
triggering  its  first  foreclosure,  but  it 
must  step  softly.  Any  hint  of  a  general 
foreclosure  policy,  says  Beaumont, 
Tex.  maritime  lawyer  J.  Hoke  Pea- 
cock, "would  crash  the  market,  and  I 
think  they  know  it. 

"They're  like  any  bureaucrat,"  adds 
Peacock.  "Their  inclination  is  not  to 
admit  they  were  wrong,  and  foreclos- 
ing is  an  admission  you  were  wrong." 

Of  course,  Marad  can't  be  wholly 
blamed  for  the  bust  in  the  offshore 
market.  Once  the  tax-shelter  hawkers 
got  in  on  the  act,  oversupply  was  in- 
evitable, as  any  observer  of  the  cattle 
and  railcar  industries  will  tell  you. 
The  mystery  is  why  Marad,  whose 
objective  is  a  strong  merchant  marine 
for  defense  purposes,  got  into  the  act, 
too.  What  navy  ever  went  down  to  the 
sea  in  jack-up  drilling  rigs?  ■ 


One  answer:  Make  commercial 
loans.  Under  regulations  passed  by 
Congress  late  last  year,  S&Ls  are  now 
allowed  to  lend  between  10%  and 
40%  of  their  assets  to  commercial 
borrowers,  depending  on  the  type  of 
collateral.  This  is  an  attractive  oppor- 
tunity for  the  industry's  giants,  which 
can  hire  expensive  commercial  loan 
departments.  But  what  on  earth  do 
little  S&Ls  know  about  making  big 
commercial  loans? 

Very  little.  That's  why  the  latest 
trend  among  small  and  middle-size 


The  commercial  loan  market  may  look 
like  an  amusement  park  to  thrifts.  But  too 
much  cotton  candy  can  make  you  sick. 

S&Ls  in  the 
candy  store 
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S&Ls  is  to  form  commercial  loan  syn- 
dicates. These  confederations  can  put 
together  enough  capital  to  make  large 
commercial  loans  and  then  hire 
enough  outside  talent  to  find  borrow- 
ers and  package  loans. 

Savers  Capital,  the  first  major  syn- 
dicate, consists  of  30  institutions  na- 
tionwide led  by  Western  Savings  & 
Loan  of  Phoenix.  It  started  operations 
two  months  ago  and  should  soon  have 
placed  about  $600  million  with  large 
corporate  accounts,  according  to  Ed- 
win Stanley,  an  Oregon  consultant 
and  cofounder  of  the  confederation. 
His  group  aims  to  lend  $1.5  billion  by 
year's  end.  There  are  at  least  two 
more  major  syndicates  already  in  ex-' 
istence,  and  any  number  of  other 
S&Ls  are  considering  similar  moves. 

Corporate  loans  certainly  sound 
like  a  perfect  market  for  the  industry. 
After  all,  most  business  borrowers  are 
looking  for  long-term  variable  rate 
money,  just  the  sort  of  deals  S&Ls  are 
familiar  with.  And  there's  no  doubt 
that  clever  syndicates  can  use  these 
loans  as  a  profitable  addition  to  the 
fixed  interest  mortgage  market  that 
spelled  disaster  in  recent  years. 

But  S&Ls  that  plunge  in  without 
hiring  the  proper  expertise  could  be 
badly  burnt.  "The  major  potential 
problem  is  greed  and  avarice,"  says 
Robert  Shafton,  a  real  estate  specialist 


The  truth  about  bears 

Bears?  Bears?  Are  there  any  left?  "If 
there  are,"  says  Robert  Wilson,  "they 
can't  have  much  left  but  their  tele- 
phones." Wilson,  one  of  the  smartest 
investors  in  the  country,  says:  "I 
haven't  been  bearish  since  1978." 

Okay,  Forbes  said  to  him,  but  you 
do  hedge  your  long  positions  with 
shorts.  That's  the  way  you  usually 
operate.  He  nodded.  What  are  some  of 
his  shorts?  He  wouldn't  name  names, 
but  he  would  cite  industries  he  thinks 
contain  short-sale  candidates.  Wilson: 

"Oil  companies  on  the  edge  of 
bankruptcy.  If  demand  increases,  the 
supply  will  increase,  so  there's  no  way 
for  prices  to  go  up  and  rescue  them." 

Pacemakers:  "They've  been  on  my 
'watch'  list  ever  since  the  federal  gov- 
ernment announced  it  was  going  to  do 
more  regulating  of  them.  Besides, 
there's  not  much  unit  growth  and  a 
lot  of  these  guys  may  go  the  way  of 
the  kidney  dialysis  industry." 

Home  video  and  arcade  games:  Too 
much  competition.  "The  industry 
won't  disappear.  But  the  whole  spec- 
trum— from  Coleco  to  Pizza  Time — is 
just  too  crowded." 


with  the  law  firm  Stroock  &  Stroock 
&  Lavan.  "If  the  junk  loans  fall  to 
these  little  guys,  and  they  say,  'Hey, 
we  can  get  a  good  spread  on  this  stuff, 
and  we'll  gamble,'  then  those  guys  are 
going  to  get  murdered." 

Michael  D.  Foxman,  who  founded 
$450  million  Sunrise  Savings  &  Loan 
in  West  Palm  Beach,  Fla.  and  now 
practices  law  in  Philadelphia,  sees  an- 
other potential  problem.  "There's  a 
parallel  here  to  the  real  estate  invest- 
ment trusts,"  he  says.  "They  had  a  lot 
of  cash  to  invest  quickly  because  they 
had  to  start  paying  dividends  right 
away.  Those  which  didn't  have  the 
right  expertise  got  murdered." 

There  isn't  the  same  pressure  on 
S&Ls  to  invest.  But  they  clearly  want 


Streetwalker 


Generic  drugs:  Ditto.  "It's  become 
the  dog-eat-dog  business  it  should." 

Cellular  radio:  It  could  disappoint  a 
lot  of  investors.  "The  enormous  start- 
up expenses  mean  it  won't  be  profit- 
able as  quickly  as  the  market  seems  to 
believe." 

"Obsolescent  technology."  Wilson 
means  technology  companies  that 
may  be  falling  behind  or  facing  tough- 
er competition.  He  mentions:  Data 
General,  Datapoint,  NBI,  Storage 
Technology,  Floating  Point. 

One  more  question,  Bob:  How  have 
you  done  on  the  short  side  recently?  A 
moment's  silence  and  then:  "I've  lost 
a  load.  I  don't  even  want  to  look."  No 
sympathy  needed,  however.  He's 
made  a  lot  more  on  his  longs  than  he 
has  lost  on  his  shorts. — Thomas  Jaffe 

CBS:  Buy  on  bad  news? 

Unexpected  bad  news  invariably  leads 
to  sharp  drops  in  a  stock's  price.  In 
doing  so,  it  sometimes  creates  a 
buying  opportunity  in  cases  where 
the  effect  of  the  news  is  out  of  all 
proportion  to  the  import  of  the  news. 
Does  that  make  CBS  stock  a  buy  right 
now?  The  bad  news  was  a  sudden 


to  start  upgrading  their  portfolios  im- 
mediately. What's  more,  the  up-front 
fees  available  in  many  commercial 
loan  deals  can  be  sorely  tempting. 

Even  for  those  syndicates  that  hire 
good  talent  and  eschew  greed,  there  are 
risks.  Say  ABC  S&L  of  ABCville  wants 
to  involve  its  syndicate  in  a  major 
corporate  loan  to  ABCville's  biggest 
company.  Suppose  the  syndicate  re- 
fuses because  the  credit  is  risky.  That 
can  cause  tension  in  a  group  made  up 
of  equals.  "When  you  have  banks  of 
equal  size,  everyone  tries  to  show  ev- 
eryone else  how  smart  he  is,"  says 
Anthony  Frank,  chairman  of  First  Na- 
tionwide Savings  of  San  Francisco, 
82%  -owned  by  National  Steel  Corp. 

Frank  is  skeptical  about  the  syndi- 
cates, so  he's  planning  an  alternative. 
His  institution,  with  $850  million  in 
revenues  last  year,  will  provide  a 
number  of  services  for  smaller  S&Xs 
for  a  fee.  Among  them:  management 
consulting,  professionally  produced 
advertisements  and  access  to  a  com- 
mercial leasing  department. 

Obviously,  the  thrift  industry  is 
changing.  And  there's  little  doubt 
that  since  institutions  need  to  find 
markets  beyond  traditional  home 
mortgages,  commercial  loans  make 
perfect  sense.  But  for  the  newly  liber- 
ated S&Ls,  this  may  turn  out  to  be 
Frontierland.  Beware  of  Indians.  ■ 


company  announcement  showing  it 
had  overestimated  the  strength  of  ad- 
vertising revenues.  It  now  expects  a 
couple  of  disappointing  quarters  this 
year.  The  stock  responded  by  falling 
10%  from  its  52-week  high  of  775/s. 
Analysts  hadn't  expected  the  bad 
news;  when  CBS  brass  met  with  the 
stock  pickers  recently  there  hadn't 
been  a  hint  of  trouble.  Given,  howev- 
er, that  CBS'  basic  position  isn't  in 
question,  does  the  sharp  drop  create  a 
buying  opportunity  here?  Says  analyst 
Joseph  Fuchs  of  Kidder,  Peabody, 
"Surprises  aren't  unusual  at  CBS."  He 
points  out  that  even  with  the  decline 
CBS  still  sells  at  10  times  this  year's 
earnings.  But  Fuchs  recommends  that 
investors  watch  rival  ABC,  with  the 
same  P/E,  and  buy  it  on  any  serious 
weakness.  Fuchs  thinks  ABC's  earn- 
ings are  less  uncertain,  and  it's  a  purer 
broadcasting  play. — T.J. 

Chips  off  the  old  blocks 

Like  father,  like  son?  The  late  David  J. 
Greene  was  one  of  the  shrewdest  men 
on  Wall  Street.  The  tough  and  wily 
Thomas  Mellon  Evans,  still  very 
much  extant  but  not  the  bull  in  the 
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china  shop  he  once  was,  has  few  rivals 
in  structuring  a  deal  or  in  taking  over 
and  reshaping  a  sluggish  company. 
Now  meet  their  sons.  Alan  Greene, 
54,  now  the  managing  partner  of  Da- 
vid J.  Greene  &  Co.  Thomas'  son, 
Edward  Evans,  41,  is  currently  chair- 
man and  a  large  stockholder  of  the 
publishing  firm,  Macmillan,  Inc.  But 
Alan  Greene  also  has  his  eye  on  Mac- 


millan. Whereas  Evans  has  3.6%  of 
the  stock,  Greene  and  his  clients  have 
11%.  Showing  himself  to  be  as  tough 
as  his  father,  Evans  has  taken  an  ax  to 
Macmillan's  tangled  operations  and 
now  has  the  company  relatively 
healthy.  So  far,  both  have  profited 
handsomely.  Greene  and  clients,  for 
instance,  bought  in  for  around  $14. 
With  the  stock  recently  at  $33,-  that's 


a  $20  million  paper  profit.  Where  the 
two  fall  out,  rumor  has  it,  is  that 
Evans  likes  being  a  CEO  and  wants  to 
keep  running  Macmillan.  Greene 
wants  to  find  a  buyer  for  his  block, 
and  it  is  conceivable  that  he  could  put 
it  into  the  hands  of  a  would-be  acqui- 
sitor.  If  the  two  boys  are  anything  like 
their  dads,  there  should  be  some  inter- 
esting developments. — T.J. 


U.S.  companies  technical  help  for  Komatsu 
beginning  in  the  1960s  has  come  back  to 
haunt  them  and  Caterpillar  Tractor. 


Bargained 
birthright? 


matsu  simply  could  not  compete. 

But  taking  full  advantage  of  the  Jap- 
anese government's  policies  demand- 
ing that  foreigners  give  help  to  Japa- 
nese companies  in  return  for  access  to 
Japan's  market,  Komatsu  gained  the 
necessary  expertise  and  developed  a 
full  product  line  through  joint  ven- 
tures and  licensing  agreements  with 
U.S.  manufacturers,  including  Bu- 
cyrus-Erie,  International  Harvester 
and  Cummins  Engine. 


By  Lisa  Gross 


T|  WENTY  YEARS  AGO  KomatSU 
Ltd.  was  a  puny,  $168  million 
(sales)  manufacturer  of  a  limited 
line  of  earthmoving  equipment.  It 
was  threatened  by  Caterpillar  Trac- 
tor's entry  into  the  Japanese  market, 
in  joint  venture  with  giant  Mitsubi- 
shi. Lacking  a  full  line  and  the  techni- 
cal knowhow  to  produce  machines  of 
Cat's  sophistication  and  quality,  Ko- 


Nobiio  Murai,  president  of  Komatsu  America 

Dogging  Cat's  heels  right  down  to  the  color  of  its  bulldozers. 


Today  Komatsu  holds  13%  of  the 
world  construction  equipment  mar- 
ket, to  Caterpillar's  36%,  while  its 
joint  venture  partners  are  also-rans. 
Komatsu,  at  $3.4  billion  sales  and 
$138  million  earnings,  has  the  size  to 
challenge  $6.5  billion  (sales)  Cat — 
which  lost  $180  million  in  1982 — 
while  Cummins  is  struggling  and 
Harvester  has  left  the  business,  cling- 
ing to  its  corporate  life.  Playing  with 
two  great  advantages,  an  undervalued 
yen  and  labor  costs  55%  those  of  Cat- 
erpillar, Komatsu  is  wooing  dealers  in 
an  allout  assault  on  the  U.S.  market. 

Did  the  U.S.  companies  create  a 
Frankenstein?  What  did  they  buy  in 
the  Japanese  market  that  was  half  so 
dear  as  the  technical  ability  they  sold? 

The  Americans  drove  reasonable 
bargains  from  their  point  of  view.  In 
exchange  for  help  from  Bucyrus  and 
Harvester,  Komatsu  had  to  agree  not 
to  sell  excavators  and  loaders  in  the 
American  market  for  17  years.  But  it 
gained  the  essential  knowhow  from 
manufacturing  the  products,  such  as 
Bucyrus'  excavators,  in  Japan. 

Three  years  ago,  perhaps  growing 
nervous  that  Komatsu  had  expanded 
to  five  times  its  own  size,  Bucyrus 
began  to  ask  for  royalties  on  two  new 
Komatsu  products  built  using  Bu- 
cyrus technology.  "They  thought 
they  were  entitled  to  sell  machines 
that  used  technology  we  had  given 
them  in  confidence,"  says  Vice  Presi- 
dent R.G.  Olander.  "Bucyrus  didn't 
agree."  So  Komatsu  bought  its  way 
out  of  the  contract  in  May  1981,  pay- 
ing Bucyrus  $13.6  million  to  get  the 
data  it  wanted  and  another  $6  million 
for  royalties  on  the  balance  of  the 
contract. 

Aside  from  those  "divorce"  pay- 
ments, what  did  Bucyrus  gain  in  sales 
and  earnings  in  the  17  years  of  joint 
venture  with  Komatsu?  The  Milwau- 
kee-based company  declines  to  say. 
But  clearly  Komatsu  gained  the 
knowledge  it  bargained  for.  Since 
breaking  the  agreement,  Komatsu  has 
developed  a  line  of  excavators  with 
advanced  hydraulic  systems  and  fuel- 
efficient  engines.  They  are  being  in- 
troduced in  the  U.S.,  where  they  will 
compete  against  Bucyrus  machines. 
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The  new 
Xerox 1045. 


Xerox  has  embarked  on  a  Marathon 
effort.  To  create  a  complete  line  of 
copiers  that  can  withstand  the  great- 
est tests  of  endurance  and  stamina. 

Recently,  the  first  of  this  new 
breed  of  running  machines 
emerged.  The  Xerox  1075  and  1035 
Marathon  copiers.  Now,  the  Xerox 
1045  joins  their  ranks,  ready  to  out- 
run every  one  of  its  competitors. 

Amongst  the  crowd  of  compact 
copiers  currently  xerox 
available,  the  Xerox    <  1 AT7C 
1045  Marathon  stands  ^JS. 
out  in  a  class  by  itself.       mm  j 

It  has  features  so   j  411/1  EJ* 
advanced  and  offers  ]  IU 
so  many  options  that  _ 
other  "comparable"  copiers  simply 
can't  compete  with  it. 

For  instance,  the  Xerox  1045 
Marathon  is  so  adaptable,  you  can 
custom  design  it  to  fit  your  needs, 
choosing  from  eight  possible  con- 


A  Marathon 
with  many 
competitors 
but  no 
competition. 


figurations.  None  of  its  competi- 
tors offers  you  such  a  choice. 

And  with  options  like  a  high- 
speed document  handler  and  a  fi 
isher  that  automatically  collates 
and  staples  reports,  the  Xerox  104 
is  the  only  compact  copier  with 
such  big  copier  capabilities. 

But  what  makes  the  Xerox  104: 
copier  a  Marathon  that  leaves  the 
competition  so  far  behind  is  how 
it's  been  designed  to  run. 

Every  one  of  its  major  compo- 
nents has  had  to  pass  an  unprece 
dented  array  of  stress  tests. 

And  with  the  help  of  its  sophis- 
ticated electronic  technology,  no 
other  compact  copier  can  come 
close  to  the  1045's  ability  to  "think  J) 
for  itself. 

In  fact,  the  Xerox  1045  is  so 
intelligent,  it  can  actually  show  yoi 
how  to  avoid  minor  interruptions 
and  help  you  through  complex 


XEROX®.  Marathon,  1075. 1035  and  1045  are  trademarks  of 
XEROX  CORPORATION. 


XEROX 


jipy  jobs.  It  even  has  a  message 
iplay  panel,  so  in  plain  English 
1 1045  can  walk  you  through 
Diat  you  need  to  do. 
I  But  when  you  see  how  the 
iinox  1045  is  as  reliable  as  it  is 
i vanced,  you'll  also  realize  how 
fe  Marathon  has  been  designed  to 
m  and  run  and  run. 


Hour  after  hour  after  hour. 

The  Xerox  1045  Marathon 
copier.  Built  to  shatter  the  record 
for  endurance. 


Fur  more  information,  call  800-648-5888,  operator  652,  or  your  local  Xerox  office,  or 

mail  in  this  coupon:  Xerox  Corp.,  Box  24,  Rochester,  New  York  14692. 

□  Please  have  a  sales  representative  contact  me.    □  Please  send  me  more  information. 
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ntly  available  in  selected  U.S.  cities. 


Komatsu  and  Harvester  built  four- 
wheel-drive  loaders  together  until  last 
year,  when  financially  strapped  Har- 
vester sold  its  construction  equip- 
ment business  to  Dresser  Industries 
for  $83  million  to  raise  cash.  Komatsu 
was  able  to  buy  Harvester's  half  of  the 
loader  venture  for  $52  million.  Today 
Komatsu  makes  20  models  of  loaders 
that  it  might  not  have  if  it  had  not 
gone  to  Harvester  years  ago. 


Cummins  Engine's  case  is  different. 
It  was  looking  to  sell  its  engines  to 
Japanese  manufacturers,  including 
Komatsu,  and  concluded  a  licensing 
and  supply  relationship  that  survives. 
The  two  also  have  a  research  agree- 
ment, begun  in  the  early  1970s,  to 
share  diesel  engine  improvements. 
Why  is  Cummins  willing  to  let  Ko- 
matsu in  on  its  plans?  "It  saves  both 
of  us  the  cost  of  doing  the  research 


No  planned  obsolescence? 


Komatsu  presents  a  dilemma  to  dealer  C.W.  Aring  Jr. 


Now  that  Komatsu  can  supply 
its  U.S.  dealers  with  a  full  line 
of  construction  equipment,  distrib- 
utors like  C.W.  Aring  Jr.  of  Butler, 
Wis.  face  a  choice.  Like  all  Ko- 
matsu dealers,  he  carries  other 
lines,  including  FMC  and  Clark. 
Komatsu  would  like  Aring  to  drop 
them.  But  it  will  be  a  hard  sell. 

In  the  last  three  years,  the  bot- 
tom has  fallen  out  of  new-equip- 
ment sales.  Its  $4  million  parts  and 
service  business  has  been  the  sal- 
vation of  Aring  Equipment  Co.,  as 
sales  fell  from  $22  million  in  1980 
to  $11  million  last  year.  Aring's 
non-Komatsu  equipment  accounts 
for  90%  of  parts  and  service. 

One  reason:  There  are  more  non- 
Komatsu  machines  in  the  field. 
Also,  the  Japanese  have  shipped 
quality  to  enter  the  market.  Al- 
though Aring  has  sold  150  Ko- 
matsu bulldozers  and  crawler  load- 
ers since  he  became  a  Komatsu  dis- 
tributor in  1977,  those  machines 
haven't  required  many  repairs. 

So  couldn't  Aring  have  it  both 
ways:  Drop  the  other  lines  but  con- 


tinue to  service  their  machines? 
Not  in  the  real  world.  The  forsaken 
manufacturers,  explains  Aring, 
"could  make  life  very  difficult  for 
you.  If  you  wanted  parts,  you  could 
wait  forever." 

There  is  also  the  aroused  compe- 
tition of  Caterpillar,  which  is 
trumping  Komatsu's  10%  price 
edge.  Aring  figures  the  Cat  dealer 
down  the  street  is  currently  getting 
manufacturer  discounts  of  40%  or 
more,  and  passing  75%  of  that  on  to 
the  customers.  "It's  a  buyer's  mar- 
ket." says  the  59-year-old  Aring. 
"Contractors  are  willing  to  take  a 
look  at  a  Komatsu  machine  on  a 
dollar-for-dollar  basis,  but  they're 
not  going  to  pay  a  premium." 

But  don't  discount  patience  and 
determination.  The  company  that 
learned  and  improved  on  U.S.  tech- 
nology will  undoubtedly  learn  U.S. 
marketing  techniques.  Says  Nobuo 
Murai,  president  of  San  Francisco- 
based  Komatsu  America  Corp.: 
"I've  been  telling  our  distributors 
we'll  have  15%  of  the  market  in 
five  to  eight  years." — L.G. 


twice,"  says  Cummins  Chairman 
Henry  Schacht.  Cummins  is  not 
skimping  on  R&D:  It  spends  5%  of  its 
$1.6  billion  sales  on  research.  Ko- 
matsu now  spends  about  4%  of  its 
larger  volume,  but  for  years  it  has 
spent  only  about  2%  on  R&D — less 
than  Caterpillar.  It  didn't  have  to  do 
all  its  own  research,  of  course,  with 
eager  U.S.  partners  to  supply  it. 

What  happens  to  Cummins  Engine 
if  Komatsu  takes  the  technology  and 
runs?  "If  that  happens,  we  shouldn't 
be  surprised,"  says  Schacht.  "After 
all,  we  had  the  opportunity  not  to 
license."  To  be  sure,  Komatsu  might 
well  have  grown  to  international 
prominence  without  help  from  the 
U.S.  companies.  It  has  worked  hard  to 
achieve  its  success.  Also,  there  were 
no  protests  back  in  the  1960s  against 
Japan's  mercantilist  policy  of  forcing 
joint  ventures.  But  shouldn't  the  U.S. 
companies  have  foreseen  that  they 
were  creating  a  competitor  in  helping 
Komatsu? 

The  truth  is,  the  Japanese  company 
had  a  larger,  longer-term  vision  than 
its  U.S.  partners.  You  pay  for  lack  of 
vision  in  business.  Komatsu  now  is 
trying  to  separate  also-ran  equipment 
companies  from  their  dealers.  It  has 
51  dealers  selling  Komatsu  equip- 
ment but  also  carrying  machines 
made  by  Bucyrus  and  other  manufac- 
turers. Komatsu  would  like  to  see 
those  dealers  handle  its  equipment 
exclusively,  just  as  Caterpillar  dealers 
handle  only  Cat  equipment.  With  a 
full  line  and  interchangeable  parts,  it 
argues,  the  Komatsu-only  dealer  can 
save  on  inventory  costs.  Komatsu 
America  Corp.  President  Nobuo 
Murai  estimates  it  will  take  five  to 
eight  years  to  build  its  dealer  net- 
work, helped  along  by  what  he  sees  as 
a  doubling  of  Komatsu's  current  6.7% 
share  of  the  U.S.  market. 

Have  U.S.  companies  learned  any- 
thing from  the  rise  of  this  Japanese 
company?  Maybe  they  have.  These 
days,  U.S.  companies  are  approaching 
Komatsu,  asking  to  sell  some  of  its 
diversified  lines  of  products  and  learn 
its  technology.  Westinghouse  Electric 
Corp.,  for  example,  is  currently  nego- 
tiating to  sell  Komatsu-made  indus- 
trial arc-welding  robots  in  the  U.S. 
Under  the  agreement  Komatsu  will 
not  sell  the  robots  in  the  U.S.  or  Cana- 
da. Eventually  Westinghouse  hopes  to 
build  the  Komatsu-designed  robots  in 
the  U.S.  In  the  meantime,  Komatsu 
has  hired  Westinghouse  to  research 
the  feasibility  of  ion  implantation  as 
an  alternative  to  traditional  methods 
of  hardening  metal.  Will  the  venture 
one  day  come  to  haunt  Westing- 
house? Or  Komatsu?  ■ 
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For  all  the  commitments  you  make 


A  loving  family,  comfortable  home 
and  successful  career  are  the  re- 
sult of  the  commitments  we  make 
throughout  our  lives.  Commitment  is 
the  key  to  making  our  family  home  and  busi 
ness  what  we  want  them  to  be.  And  commit 


INSURANCE  FROM 


OVA 


ments  worth  keeping  are  worth 
thoughtful  protection.  The  CNA 
Insurance  Companies  and  the 
agents  who  represent  us  understand 
this.  We  provide  all  lines  of  insurance...  to  help 
those  who  make  commitments  keep  them. 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
Personal,  Commercial,  Life  and  Health,  Employee  Benefits,  Professional  Liability,  Association  Programs,  Annuities  and  Pensions 


Some  of  the  changes  at  Westinghouse  have 
already  shown  up  on  the  bottom  line.  A  lot 
more  are  in  the  offing. 

Can  you  be  sure, 

if  it's 
Westinghouse? 


By  Thomas  O'Donnell 

When  Westinghouse  Electric  Corp. 
recently  announced  a  major  reorgani- 
zation, investors  yawned.  The  com- 
pany's stock  fell  two  points  over  the 
next  three  days.  No  wonder.  Westing- 
house has  oft  disappointed.  Why 
should  this  time  be  any  different? 
This  time,  however,  the  skeptics 


may  be  wrong.  Westinghouse  is  mov- 
ing with  a  speed  and  confidence  that 
it  has  not  shown  in  decades.  And,  for  a 
change,  it  has  friends  on  Wall  Street: 
The  stock  has  handily  outperformed 
the  market  since  last  summer  and 
currently  is  close  to  the  alltimc  high 
it  set  in  the  early  Seventies. 

Earnings  in  1983  will  be  so-so,  up 
only  about  5%   from  1982  levels, 


which  were  only  marginally  above 
1981's.  Still,  everything  is  relative.  In 
the  1974  recession,  Westinghouse 
was  hard  hit,  and  earnings  fell  sharp- 
ly; this  time  they  did  not.  Says  Tony 
Hitschler,  president  of  Philadelphia's 
Provident  Capital  Management 
Corp.:  "The  old  Westinghouse  would 
have  taken  a  very  bad  beating  in  a 
recession  like  that." 

However,  what  really  impress  the 
analysts  are  more  fundamental 
things.  Robert  Kirby  will  end  a  nine- 
year  reign  as  Westinghouse's  chief  ex- 
ecutive when  he  retires  in  December. 
An  intense  but  not  humorless  man, 
he  has  in  his  near-decade  at  the  com- 
pany's head  fashioned  a  strategy  that 
moves  Westinghouse's  emphasis 
away  from  heavy  industry  and  into 
cable  television  and  video  program- 
ming, electronic  defense  counter- 
measures,  satellite  transmission  and 
robotics.  It's  not  easy  to  work  changes 
on  a  solid,  stodgy  old  company,  but 
Kirby  seems  to  have  done  so.  Says  the 
tall,  thin,  chain-smoking  Kirby:  "Our 
older  markets  are  mature,  and  the 
new  ones  offer  growth." 

Of  course.  But  the  quest  for  growth 
has  brought  disaster  to  Westinghouse 


Douglas  Danforth,  chairman-elect  at  Westinghouse 

Taking  time  out  to  look  after  llamas  on  his  Pennsylvania  farm. 
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Introducing  the  new 
Osborne  Executive  Series. 


We  listened  when  you  told  us  you  wanted  a 
personal  business  computer. 

We  delivered  the  Osborne  1 . 

And  in  the  two  years  since  its  introduction,  the 
Osborne  1  has  become  the  largest  selling  portable 
business  computer  on  earth. 

We  listened  harder. 

The  result  is  the  new  Osborne  Executive 
Series.  Consider  these  new  advantages: 

□  A  big,  80-column,  eye-easy  amber  display 
lets  you  see  more  of  the  infor- 
mation you're  using,  with  less 
effort.  □  Memory  is  expanded, 
for  larger  spreadsheets.  □  The 
new  Executive  Series  now  in- 
cludes a  database  system  — 
Personal  Pearl.™  (That's  in  add 
tion  to  an  already  formidable 
list  of  standard  Osborne 
software,  including  word 
processing  and  electronic 
spreadsheets.)  □  Terminal 


Trademarks  Osborne  1,  Eiecutive.  Executive  2  Osborne  Computer 
Corporation  Personal  Pearl  Relational  Software  IBM  Personal 


Emulation  provides  access  to  information  stored 
on  other  computers.  □  IBM  Personal  Computer™ 
compatibility  (on  the  Executive  2)  lets  you  use  soft- 
ware packages  designed  for  the  IBM  system. 
And  there's  much  more. 
Add  up  the  value  of  all  the  hardware  features 
and  software  systems  included  with  either  the 
Executive  or  Executive  2  and  you  will  see  that  the 
sticker  price  is  one  of  the  incredible  bargains  avail- 
able in  personal  computing. 

Visit  your  local  authorized 
Osborne  dealer.  Once  again, 
Osborne  has  set  the  standard  for 
portable  business  computers. 

For  the  name  of  your 
nearest  Osborne  dealer,  dial 
(800)  772-3545  ext.  905  (in 
California);  (800)  227-1617 
ext.  905  (outside  California). 


COMPUTER  CORPORATION 


How  Mercedes-Benz 
harnesses  the  wind. 


This  300  SD  measures 
almost  17  ft.  long,  weighs 
3780  lbs.,  affords  108.8  cu. 
ft.  of  interior  volume.  But 
the  wedge-shaped  body  Q 
is  so  skillfully  contoured, 
that  its  0.36  Cd  is  bettered 
bv  no  other  4-door  sedan 
sold  in  the  U.S.  today. 

Brake-generated  heat 
buildup  is  dissipated  into 
airstream  Q  via  heavily 
slotted  alloy  wheels. 

Inlet  at  windshield  base 
H  diverts  measured  airflow 
to  help  cool  sensitive  elec- 
tronic components  under 
the  hood. 

Channels  integrated  with 
windshield  posts  Q  inter- 
cept rainwater  dispersed  by 
wipers,  conduct  it  upward 
onto  roof  area  0  and  away 
from  side  windows. 

Outside  mirror  shell  Q 
shaped  to  deflect  swirling 
water,  slush  from  mirror 
surface. 

Fine  aerodynamic  detail- 
ing of  cabin  exterior  Q 
keeps  wind  turbulence  and 
noise  at  minimum. 

Channels  set  into  roof  Q 
help  guide  rainwater  rear- 
ward and  away  from  side 
window  area. 

Grooves  trap  streaming 
rain  and  duct  it  around  rear 
window  frame  0  to  exit  at 
rear  of  car. 

Ventilation  gills  E , 
placed  in  a  controlled  low- 
pressure  area  at  rear  quarter 
panel,  efficiently  draw  stale 
air  from  cabin.  Air  in  cabin 
is  completely  exchanged 
every  20  seconds. 

"Washboard"  ribbing  of 
taillights  [Q  helps  keep  their 
lenses  clean,  even  in  foul- 
weather  driving. 


The  difference  between  aerodynamics 
and  Mercedes-Benz  aerodynamics. 


rhe  Mercedes-Benz  sedan  sweeps 
through  the  stormy  night  along  a 
ainswept  highway.  Inside  the  car, 
i  tereo  music  muffles  the  rhythmic 
lap-slap-slap  of  the  wipers  and 
•very thing  is  normal. 

But  outside  the  car,  everything  is 
lot  normal. 

The  rain  is  heavy,  but  the  side 
vindows  remain  oddly  unstreaked. 

The  surface  of  the  driver's  outside 
nirror  is  almost  free  of  swirling  water. 

Sheets  of  rain  should  be  streaming 
lown  and  over  the  rear  window 
dass,  but  they  aren't. 

Enough  grime  is  kicked  up  as  the 
:ar  whisks  along  to  cake  the  tail- 
ights.  But  the  taillights  still  glow  ruby 
fed. 

Something  strange  and  wonder- 
rul-and  aerodynamic- is  happening 
:o  this  Mercedes-Benz. 

0.36  not  enough 

It  is  happening  by  design. 

There  is,  of  course,  no  more  aero- 
dynamically pure  four-door  sedan 
sold  in  America  than  the  Mercedes- 
Benz  300SD  Sedan.  Its  0.36  drag 
oefficient  eclipses  many  exotic 
sports  cars  and  coupes  in  sheer  wind- 
cheating  efficiency- a  crucial  feat, 
when  every  gain  of  10  percent  in  aero- 
dynamic efficiency  can  yield  a  gain  of 
three  to  four  percent  in  fuel  economy. 

But  for  Mercedes-Benz  engineers,  it 
is  only  step  one  in  the  exploitation  of 
aerodynamics.  They  look  beyond  the 
numbers  game  of  low  drag  coeffi- 
cients, to  the  way  a  moving  car  and 
the  moving  air  around  it  interact. 
They  use  the  flow  of  onrushing  air,  at 
it  passes  over  and  around  the  car,  to 
perform  vital  extra  functions. 

In  brief,  they  put  aerodynamics  to 


work.  Extending  the  science  of  cheat- 
ing the  wind  to  include  the  idea  of 
harnessing  the  wind. 

Study  the  diagram  at  left.  As  that 
Mercedes-Benz  sedan  forges  ahead 
through  the  storm,  aerodynamic 
science  is  being  used  to  sluice  rain- 
water away  from  its  side  and  rear 
window  glass. 

The  shell  of  its  outside  mirror  has 
been  aerodynamically  shaped  to  help 
conduct  swirling  rain  and  slush  away 
from  the  mirror  surface  itself. 

The  taillight  lenses  are  deeply 
ribbed  to  resemble  washboards:  not  a 
styling  trick  but  an  aerodynamic  trick, 
meant  to  keep  the  recessed  grooves 
clean  by  sheltering  them  from  the 
vortices  of  airborne  water  (and  mud 
and  slush)  in  the  car's  slipstream. 

Aerodynamically  stable 

Wet  weather  or  dry,  aerodynamics 
helps  to  exert  a  constant  downforce  on 
the  front  axle  of  a  Mercedes-Benz  as  it 
moves  along- countering  a  natural 
tendency  of  the  front  end  to  "lift"  as 
speeds  rise  and  more  firmly  bonding 
the  tires  to  the  road. 

The  car's  body  side  configuration  is 
aerodynamicallyvcritical.  Correct 
shaping  can  help  resist  the  sudden 
force  of  violent  sidewinds,  invisible 


blows  that  could  jar  a  car  off  its 
true  path. 

A  Mercedes-Benz  utilizes  aero- 
dynamics to  continuously  cool 
specific  heat-sensitive  electronic  com- 
ponents under  its  hood.  To  feed  fresh 
air  into  the  cabin  while  silently  extrac- 
ting stale  air.  To  prevent  irritating 
drafts  and  pressure  imbalances  in  the 
occupants'  ears,  by  maintaining  a 
constant  level  of  cabin  air  pressure  at 
all  speeds.  To  draw  exhaust  gases 
away  into  the  airstream  behind  the  car. 

A  Mercedes-Benz  also  employs 
aerodynamic  science  to  help  calm  its 
driver's  nerves.  Even  the  outside  mir- 
ror is  shaped  to  generate  minimal 
wind  noise;  if  the  driver  experiences 
an  almost  eerie  absence  of  wind 
buffeting  and  howling  as  he  drives 
along,  credit  the  presence  of  rigorous 
aerodynamic  detailing. 

Mercedes-Benz  believes  that  cheat- 
ing the  wind  in  the  cause  of  more 
fuel-efficient  driving  is  good.  But 
Mercedes-Benz  believes  that  both 
cheating  the  wind  in  the  cause  of  fuel 
efficiency  and  harnessing  the  wind 
in  the  cause  of  driving  efficiency 
is  better. 

And  that  is  the  difference  between 
aerodynamics  and  Mercedes-Benz 
aerodynamics. 


S  1983  Mercedes-Benz  N  A. 


Montvale,  N.J. 


Engineered  like  no  other  car  in  the  world 


in  the  past.  In  the  Sixties  the  success 
of  Group  W,  the  company's  innova- 
tive broadcasting  division,  prompted 
chief  executive  Donald  Burnham  to 
embark  on  "people-oriented"  diversi- 
fications like  the  Longines  Symphon- 
ettc  Society,  factory-built  housing 
and  water  quality  control.  Plagued  by 
poor  management  and  inadequate 
controls,  these  all  lost  big  money. 

Also  in  the  Sixties,  Westinghouse 
contracted  to  sell  uranium  it  did  not 
own  for  an  average  price  of  $9.50  a 
pound,  "to  fill  its  commitments,  the 
company  was  forced  to  buy  on  the 
open  market  at  $43  a  pound.  Result: 
nearly  $1  billion  in  damage  payments 
and  legal  fees. 

During  the  money  crunch  of  1974, 
Westinghouse  even  had  trouble  roll- 
ing over  its  commercial  paper,  and 
there  were  whispers  of  bankruptcy. 
Cleaning  up  the  mess  was  Kirby's  first 
task  when  he  took  over  in  1975. 

That  done,  he  set  about  altering  the 
mix  of  Westinghouse's  businesses.  He 
made  some  hard  decisions.  In  a  few 
years  he  lopped  off  22  low-profit  or 
no-profit  subsidiaries  with  annual 
sales  of  $1.5  billion.  These  included 
major  appliances,  light  bulbs,  lighting 
fixtures  and  air-conditioning  systems. 
These  were  wrenching  changes:  West- 
inghouse, after  all,  had  been  an  Amer- 
ican pioneer  in  several  of  these  fields. 

At  the  same  time,  Kirby  shelled  out 
big  money  to  shift  Westinghouse  into 
newer  markets.  In  1981,  for  example, 
Westinghouse  paid  $646  million  for 
Teleprompter,  then  the  nation's  larg- 
est cable  television  system.  Kirby 
promptly  put  in  another  $250  million 
to  upgrade  it.  Early  this  year  Kirby 
continued  his  plan  by  paying  $107 
million  for  Unimation,  the  nation's 
largest  robotics  manufacturer. 

Why  does  Westinghouse  pay  hand- 
somely for  acquisitions  instead  of  de- 
veloping expertise  and  hardware  in- 
house?  Simple.  Kirby  was  playing 
catch-up  ball.  He  did  not  have  the 
time  to  start  from  scratch,  but  he  did 
have  the  money  and  the  technological 
savvy  to  try  making  up  for  lost  time. 
Nor  was  he  diversifying  blindly.  Tele- 
prompter,  for  example,  complements 
Group  W  nicely  and  hedges  against  a 
future  when  over-air  broadcasting 
may  become  outmoded.  Buying  Uni- 
mation— and  perhaps  one  or  two  re- 
lated companies  later  this  year — will 
make  Westinghouse  strong  in  com- 
puter-assisted manufacturing,  an  area 
where  GE  also  sees  major  potential. 

To  manage  its  new  businesses  bet- 
ter, Westinghouse  has  dissolved  four 
of  its  five  operating  groups  and  cre- 
ated three  new  ones:  energy  and  ad- 
vanced technology,  which  represents 


$4  billion  in  annual  revenues  and  in- 
cludes hot  fields  like  defense,  robotics 
and  advanced  electronics;  industries 
.and  international,  which  accounts  for 
another  $4  billion  in  revenues  and 
handles  industrial  products  and  pow- 
er systems;  and  commercial,  with 
$1.5  billion  in  revenues,  which  con- 
tains stand-alone  operations  like  soft 
drinks,  watches  and  real  estate  that  do 
not  require  centralized  management. 


Robert  Kirby  and  Douglas  Danforth 
Shifting  to  newer  markets. 


Westinghouse  Broadcasting  &  Cable 
remains  separate. 

Shuffling  people  around,  of  course, 
doesn't  improve  the  bottom  line,  and 
low  profitability  has  long  been  a 
Westinghouse  problem.  Last  year  the 
company's  operating  margin  was  6%, 
compared  with  GE's  9%.  But  the 
trend  is  in  the  right  direction.  Return 
on  shareholders'  equity  at  Westing- 
house rose  from  8%  in  1974  to  16% 
last  year,  while  total  debt  less  cash 
fell  to  16%  of  total  capital  from  49%. 
Accounting  practices  are  tighter,  too. 

"Now  Westinghouse  should  be  able 
to  absorb  any  unpleasant  surprises 
that  come  its  way,"  says  Paine  Web- 
ber analyst  Robert  Cornell.  "That  be- 
came evident  last  year  during  the  re- 
cession, when  Westinghouse's  operat- 
ing profits  held  up  reasonably  well." 

For  this,  Kirby  can  thank  his  revi- 
talized defense  division.  During  the 
Vietnam  War,  some  Westinghouse  de- 
fense products  were  disasters.  Its 
Mark  48  wire-guided  torpedo  made 
headlines  because  of  cost  overruns, 
for  example,  and  the  company  soon 
lost  the  contract. 

Today,  however,  Westinghouse's 
fire-control  systems  for  the  F-16  and 
Airborne  Warning  and  Control  Sys- 
tem (AWACS)  are  state-of-the-art  per- 
formers and  in  demand  by  the  De- 
fense Department.  Overall,  Westing- 


house is  the  1 7th-largest  Pentagon 
supplier,  up  from  21st  in  1975.  (In  its 
1967  heyday  the  company  ranked 
14th.)  Kirby  now  expects  defense  rev- 
enue to  double,  to  $3  billion,  by  1987, 
something  that  should  provide  $200 
million,  or  20%  of  pretax  profits. 

Group  W  Cable,  meanwhile,  is  do- 
ing well.  It  should  contribute  $250 
million,  or  25%  of  pretax  profits,  over 
the  next  five  years.  Much  of  that  suc- 
cess stems  from  marketing.  "Cable 
must  be  sold  aggressively,"  says 
Group  W  chief  Daniel  Ritchie,  who  is 
bringing  big-business  methods  to  the 
game.  Westinghouse  has  hired  2,000 
salesmen  to  make  cold  calls  at  houses 
where  Teleprompter  lines  are  avail- 
able and  residents  have  not  signed  up. 
Result:  The  number  of  Teleprompter 
subscribers  has  risen  from  1 .3  million 
in  1981  to  1.9  million  today.  More 
important,  fully  70%  of  these  sub- 
scribers are  taking  add-on  services 
that  have  raised  the  typical  monthly 
payment  from  $9  to  $17. 

As  fast  as  this  money  comes  in, 
Westinghouse  spends  it.  The  com- 
pany's capital  budget  this  year 
amounts  to  $725  million,  or  7.5%  of 
sales.  That's  twice  the  industry  aver- 
age. Funds  are  going  to  upgrade  manu- 
facturing operations  and  cable,  but  ca- 
ble gets  about  45%  of  the  total. 

Westinghouse  will  double  the  size 
of  its  systems,  from  an  average  of  12 
channels  today  to  at  least  24  by  early 
1984.  That  will  cost  $150  million. 
Kirby  is  also  pouring  $100  million 
into  video  programming,  a  field  where 
Westinghouse  has  long  been  success- 
ful. The  company  is  backing  the 
Nashville  Network,  a  16-hour-a-day, 
mostly  music  cable  service,  as  well  as 
the  24-hour  Satellite  News  Channel. 
Nashville  Network  could  make  mon- 
ey next  year,  but  the  payoff  on  SNC 
will  come  harder. 

If  it  doesn't  come  at  all,  expect 
Westinghouse  to  take  a  tough  line.  In 
the  past,  many  of  its  problems 
stemmed  from  an  unwillingness  to 
cut  losses;  Kirby  has  changed  all  that. 
Last  fall  the  company's  joint  venture 
with  Walt  Disney  Productions  to  de- 
velop "family-oriented"  program- 
ming came  unstuck.  A  few  weeks  lat- 
er Westinghouse  sold  half  its  interest 
in  Showtime,  a  pay-TV  service,  to 
Viacom  for  $75  million.  Shrewdly  re- 
alistic, Kirby  realized  that  his  com- 
pany couldn't  do  everything.  Says  an- 
alyst Martin  Sankey  of  First  Boston: 
"Something  had  to  be  emphasized. 
They  were  spending  too  much." 

What  about  the  older  businesses, 
the  ones  where  Westinghouse  long 
ago  made  its  name?  As  recently  as 
1980  the  power  systems  group  pro- 
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We've  jot 
A.C.  Nielsen's  number 

DHL/1  Worldwide  Courier  Express,  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


While  other  companies  were 
still  hand-countins  bags  of  mail, 
A.C.  Nielsen  Jr.  was  finding  new 
ways  to  gather  vital  marketing 
information  for  America's  business 
via  computer. 

And  today  Nielsen  can  depend 
on  DHL  to  help  stay  ahead  of 
competition. 

"For  overnight  deliveries  of  time- 
critical  data  anywhere  in  the  U.S., 
I  can  count  on  DHL— their  figures 
speak  for  themselves,"  says  Nielsen 


More  oh-time  deliveries  to 
more  places  around  the  world 
than  any  other  express  courier. 

Service  to  97%  of  the 
"Fortune  500." 

30,000  locations. 

Like  Nielsen,  DHL  has  spent  mil- 
lions on  state-of-the-art  equipment 


and  technology  to  stay  ahead. 

DHL  uses  727s,  Learjets, 
helicopters  and  its  large  fleet  of 
trucks  to  speed  urgent  documents 
and  packages  on  their  way 
—  all  across  America. 

Service  this  fast  and  reliable 
makes  businessmen  like  Nielsen 
feel,  "DHL  is  the  next  best  thing  to 
taking  it  there  yourself." 

In  today's  business  world,  any- 
thing less  than  the  best  isn't  good 
enough. 

That's  why  Nielsen  says, 
"DHL  rates  with  me." 
For  information,  call  your  local  office 
of  DHL  Worldwide  Courier  Express. 


NEXT  BEST  TH/NG  TO  TAK/NG/T  THERE  YOURSELF. 


1983  DHL  Airways  Inc. 


What  the  smart  company  does 

first  when  it 
needs  money. 


"Let's  call 

BarclaysAmerican/ 
Business  Credit." 


BarclaysAmerican/Business 
Credit  has  the  resources  and  the 
experience  to  respond  quickly  to 
your  company's  borrowing  needs. 

Unlike  banks,  which  rely  on  his- 
torical credit  strength,  we  lend  on 
tangible  and  intangible  assets.  This 
allows  us  to  provide  you  with  the 
cash  your  company  needs  today. 

Turn-around  time  is  fast.  Rates 
are  very  competitive.  Terms  are 
flexible.  And  we  can  participate 
with  your  bank  so  your  current 
relationship  remains  undisturbed. 

We  have  more  ways  to  lend 
money. 

For  short  term,  revolving  and  cur- 
rent asset  loans  dial  1-800-BARCLAY. 

For  intermediate  term,  real  estate 
and  fixed  or  intangible  asset  loans 
dial  1  800-243-LOAN 


Business  Credit 


An  affiliate  of 


Offices  located  nationwide.  Corporate  Headquarters:  111  Founders  Plaza.  East  Hartford,  CT  06108 


vided  over  40%  of  the  company's  op- 
erating earnings.  By  1987  that  figure 
should  drop  to  about  15%. 

Nuclear  operations,  on  the  other 
hand,  are  doing  better  than  many  out- 
siders realize.  "People  don't  under- 
stand that  this  is  still  an  excellent 
business  for  us,"  says  Kirby.  How 
come?  There  will  soon  be  some  85 
nuclear  plants  operating  in  the  U.S., 
all  of  which  require  servicing  and  fuel. 
As  the  world's  leading  reactor  manu- 
facturer, Westinghouse  claims  a  50% 
share  of  this  systems  support  market. 
For  the  future,  Kirby  expects  even  bet- 
ter prospects.  "We'll  eventually  go 
back  to  building  nuclear  plants,"  he 
predicts.  "Otherwise,  the  American 
economy  will  stop  moving." 

When  Douglas  Danforth,  Kirby's 
successor,  takes  over  in  December,  he 


"Cable  must  be  sold  aggres- 
sively," says  Group  W  chief 
Daniel  Ritchie.  Westing- 
house  has  hired  2,000 
salesmen  to  make  cold 
calls  at  houses  where  Tele- 
prompter  lines  are  avail- 
able and  residents  have  not 
signed  up. 


will  be  in  an  unusual  position  for  an 
incoming  Westinghouse  chief  execu- 
tive— running  a  corporation  that  is 
not  in  the  throes  of  a  crisis.  But  Dan- 
forth, too,  will  have  his  work  cut  out 
for  him.  Last  year  Westinghouse 
earned  $449  million  on  sales  of  $9.7 
billion,  but  GE  made  five  times  as 
much  money  on  less  than  three  times 
the  revenues. 

Danforth  will  be  working  to  narrow 
the  gap — even  if  he  cannot  close  it — 
and  there  are  reasons  to  believe  that  he 
can  succeed.  Westinghouse  is  finan- 
cially sound  and  knows  where  it  wants 
to  go.  Danforth  leads  a  top-notch  ex- 
ecutive team.  Dan  Ritchie,  51,  has  run 
broadcasting  operations  well  for  two 
years,  and  critics  are  impressed  by  his 
success  with  Teleprompter.  Thomas 
Murrin,  54,  is  a  Fordham  graduate  who 
once  played  football  for  Vince  Lom- 
bardi.  He  heads  the  recently  successful 
energy  and  advanced  technology 
group.  Another  is  John  Morris,  57, 
president  of  the  industries  and  inter- 
national group,  who  joined  Westing- 
house in  1949.  One  of  these  men 
should  soon  get  the  number  two  corpo- 
rate job. 

It's  not  easy  to  run  a  company  that 
everyone  inevitably  compares  with 
General  Electric.  But  say  this  for  Bob 
Kirby:  The  comparisons  are  a  lot  less 
invidious  than  they  used  to  be.B 


n  Tokyo, 
one  hotel's  guest 
register  reads 
like  aWhds  Who 
in  the  world  of 
business  and  finance. 


Tokyo,  Japan 


In  a  class  by  itself 
Iwajiro  Noda,  Honorary  Chairman 
Tatsuro  Goto,  President  &  General  Manager 

Host  to  chiefs  of  state,  financial  leaders  and  executive  travelers  from  around  the  world. 
Hotel  Okura  is  conveniently  located  adjacent  to  the  American  Embassy. 

one  of^cfJeadinffHotels  of  the^World® 

Represented  Worldwide  by  H  R I 

See  your  travel  agent  or  •  Hotel  Okura  New  York  Office 

HRI.  Tel:  800-223-1230    '  c/o  Hotel  Representative  Inc.,  770  Lexington  Avenue,  New  York.  N  Y  10021 

Toll  Free,  '  Please  send  me  brochures  on  Hotel  Okura  and  a  booklet  "When  in  Japan" 

212-751-8915     ;  an  introduction  for  doing  business  in  and  with  Japan 
Collect.  : 

!  Name   


j  Address 
'  City   


State 


Zip 


■  My  Travel  Agent  is: 
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Bracket  creep  has  driven  schoolteachers 
and  truck  drivers,  to  say  nothing  of  high- 
paid  executives,  running  to  tax-exempt 
bonds  for  shelter.  But  there  are  worse 
things  than  paying  taxes. 


Whoops! 


By  Howard  Rudnitsky 


What's  John  Nuveen  &  Co.,  a 
municipal  bond  firm,  doing 
with  a  full-page  ad  like  this? 
A  Brooks  Brothers-clad  fellow  shown 
with  his  two  prize  possessions — a  vin- 
tage auto  and  an  attractive  lady — and 
telling  the  reader,  "I'll  really  be  able 
to  pursue  my  passions  with  a  pas- 
sion." Above  the  happy  threesome, 
good,  old-line  Nuveen's  headline 
reads,  "In  the  old  days  people  bought 
tax-free  municipal  bonds  after  they 
got  rich.  Now  they're  a  way  to  help 
you  get  rich." 

That's  conservative  compared  with 
some  recent  municipal  bond  ads. 

Yes,  the  carnival  barker  has  come  to 
the  once  staid  municipal  bond  mar- 
ket. The  small  to  medium-size  inves- 
tors— now  accustomed  to  high  yields, 


but  shocked  by  their  latest  Form 
1040s — are  on  the  midway  in  force 
and  pushing  eagerly  toward  the  tent. 
Inside,  the  crowd  sometimes  gets  val- 
ue for  its  money.  Sometimes  it  gets  a 
freak  show. 

Municipal  bond  promoters,  using  a 
hard  sell,  are  tapping  into  a  powerful 
trend:  inflationary  bracket  creep  that 
forces  middle-income  folks  to  act  and 
think  like  the  rich.  A  couple — say  an 
engineer  and  a  teacher — earning  a 
combined  $50,000  a  year  is  almost 
into  the  40%  tax  bracket.  As  might  be 
an  auto  worker  with  seniority  and  his 
working  wife. 

The  arithmetic  is  simple.  If  such 
individuals  buy  a  taxable  fixed-income 
instrument  yielding  10.75%,  or  open  a 
money  market  bank  account  at  8%, 
they  give  close  to  40%  of  that  to  the 
U.S.  government.  If  they  buy  a  long- 


term  municipal  general  obligation 
bond  yielding  8.7%,  they  pay  only  state 
income  taxes — and  not  even  that  if  the 
issuer  is  from  their  state. 

And  some  people  find  tax-exempts 
a  handy  way  to  avoid  paying  even 
state  income  taxes  with  the  least  bit 
of  encouragement.  A  recent  sales 
pitch:  "People  who  pay  taxes  are 
crazy,  especially  in  New  York.  If  it's  a 
bearer  bond,  nobody's  name  is  on  it. 
Who  the  hell  knows  about  it  except 
you?  I  won't  tell  anybody." 

"The  buyers  today  aren't  coming 
from  Park  Avenue  or  Scarsdale,"  says 
municipal  bond  dealer  Roy  Beck,  re- 
ferring to  a  couple  of  New  York's 
posher  areas.  Never  mind  that  Freder- 
ick Stoever,  head  of  Stoever  Glass  & 
Co.,  argues  that  people  earning  less 
than  $80,000  to  $90,000  a  year  "prob- 
ably shouldn't  be  in  the  municipal 
bond  market.  We  don't  look  for  cus- 
tomers who  have  less  than  $50,000  to 
invest."  There  is  a  mass  passion  at 
work  here.  Last  year  individual  inves- 
tors accounted  for  over  75%  of  the 
$61  billion  of  net  new  purchases.  To- 
day such  investors  own  about  $170 
billion  face  value  of  outstanding  muni 
bonds,  compared  with  only  $80  bil- 
lion in  1980. 

That  growth  has  also  been  wonder- 
ful for  municipal  bond  firms.  Last 
year  Chicago's  John  Nuveen  &  Co. 
(owned  by  insurer  St.  Paul  Cos.) 
earned  $32  million,  more  than  three 
times  the  prior  year's  record  results, 
largely  from  selling  $3.2  billion  of 
unit  trusts.  Another  big  unit  trust 
packager,  privately  owned  Van  Kam- 
pen  Merritt,  which  has  sold  over  $2.5 
billion  worth  since  1979,  earned  some 


Municipal  bonds  take  to  the  tube  in  these  typical  commercials 

Selling  investments  like  soap — and  spending  big  to  lure  the  uninitiated. 
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We  need  a  very  high-speed  32-bit  computer  but 
won't  pay  mainframe  prices.  Does  anyone  make  a 
7  MIPS  minicomputer  with  user-friendly  software?" 


$20  million  before  partner  taxes  on 
capital  of  $35  million. 

Large  wirehouses  like  Merrill 
Lynch,  Bache,  Shearson,  Smith  Barney 
and  E.F.  Hutton  don't  break  out  results 
by  lines.  But  Merrill  Lynch  alone  sold 
$5  billion  of  municipal  unit  trusts  and 
managed  or  comanaged  more  munici- 
pal bonds  ($28.5  billion)  than  any  in- 
vestment banker.  Then  there  were 
secondary  municipal  sales  and  inven- 
tory trading  profits,  all  adding  up  to  a 
banner  year  for  Merrill  Lynch. 

For  the  industry,  gross  underwrit- 
ing spreads  on  new  municipal  issues 
averaged  over  $20  per  $1,000  bond,  or 
2%,  compared  with  about  1%  for  cor- 
porate bonds.  On  some  $78  billion  of 
gross  new  long-term  muni  bond  offer- 
ings last  year,  that  generated  over  $1.5 
billion  in  underwriting  fees.  Other 
municipal  bond-related  trading  fees 
and  sales  commissions  probably  pro- 
duced another  $3  billion  or  so. 


Growth  has  been  wonderful 
for  municipal  bond  firms, 
with  $78  billion  of  gross  new 
long -term  offerings  lastyear. 
Underwriting  spreads,  trad- 
ing fees  and  sales  commis- 
sions probably  generated 
$4.5  billion  in  revenues. 


A  significant  hunk  of  the  commis- 
sion goes  to  the  hordes  of  muni  bond 
salesmen.  Last  year  the  average  retail 
muni  salesman  probably  earned  about 
$75,000.  The  better  salesmen  can 
earn  well  over  $100,000  a  year. 

So,  it  is  not  surprising  that  firms 
like  David  Lerner  Associates,  E.G. 
Francis,  Herreth  Orr  &  Jones,  Multi- 
Vest  and  others  take  out  advertise- 
ments screaming,  "A  Yield  Equiv- 
alent of  up  to  25%  After  Taxes"  or 
"14.5%  Tax-Free  Income,  Double  A 
Rated  Premium  Bonds."  Such  ads  are 
known  as  customer  grabbers.  They 
grab  well  these  days. 

Recently  Forbes  dialed  a  few  of  the 
phone  numbers.  One  fellow  was  ped- 
dling some  unrated  revenue  bonds  is- 
sued by  a  group  of  Pennsylvania  nurs- 
ing homes.  There's  a  good  deal  of  that 
kind  of  merchandise  around  lately. 

Trouble  was,  the  salesman  was  try- 
ing to  sell  the  nursing  home  bonds 
without  the  required,  but  not-yet-is- 
sued, prospectus-like  offering  circu- 
lar. What  the  salesman  sent  us  was 
the  shorter,  more  sales-oriented  offer- 
ing memorandum.  The  salesman 
claimed  most  of  the  issue  had  already 
been  sold,  but  if  the  customer  hurried 
and  sent  in  the  money  along  with  the 
required  forms,  there  might  be  a  few 


You  only  need  to 


Those  who  prefer  comfort  and  room  for 
six,  read  this  half 


Ford  LTD  Crown  Victoria . . . 
you  can  still  own  this  much 
car.  Here  is  interior  comfort 
for  six  people;  comfort  that 
comes  from  deeply  padded 
flight  bench  seats  with  dual 
recliners  and  fold  down 
armrests.  At  your  option  they 
can  be  trimmed  in  SuperSoft 
vinyl,  velour  or  genuine 
leather.  For  your  additional 
convenience  your  LTD 
Crown  Victoria  can  include 
options  that  range  from  the 
latest  generation  of  Ford  elec- 
tronic stereos  to  Ford's 
Tripminder®  Computer. 

The  comfort  of  Crown 
Victorias  smooth,  quiet  ride 
comes  from  a  full  coil-spring 
suspension  and  a  full  steel 
frame  coupled  with  Fords 
Super  Luxury  sound  insula- 
tion package. 

But,  beneath  the  comfort  is 
a  remarkably  well-produced 
machine.  The  smooth  power 
of  a  5.0  liter  (302  cu.  in.)  V-8 


engine  is  standard  as  is  Auto- 
matic Overdrive  transmission 
and  electronic  fuel-injection 
(shown  below)  Adding  the 
optional  heavy-duty  trailer 
towing  package  allows  you 


to  tow  up  to  5,000  lbs. 

This  is  a  prime  example  of 
the  classic  American  sedan. 
You  can  still  own  this  much 
car. . .  an  LTD  Crown  Victoria 
from  Ford.  And,  ask  your 
dealer  about  savings  that  are 
available  on  specially 
equipped  LTD  Crown  Victorias. 

Have  you  driven  a  Ford, 
lately? 
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*ad  half  of  this  ad. 


Those  who  prefer  a  contemporary 
size  with  crisp  handling,  read  this  half 


Ford  LTD  for  1983.  It's  a 
Ford  engineering  statement 
that  brings  together  the  com- 
fort and  room  of  a  family  car 
with  the  handling  capabilities 
of  a  drivers  car. 

LTDs  new  suspension 
combines  Fords  gas-filled 
shocks  (shown  at  right),  modi- 
fied MacPherson  strut  front 
suspension  with  a  front  sta- 
bilizer bar,  power  front  disc/ 
rear  drum  brakes  and  rack 
and  pinion  steering.  Its  a  ride 
and  handling  system  that  pro- 
duces the  ride  you  expect 
from  a  family  car,  with  the 
responsiveness  and  agility 
you  may  not  have  expected. 

Inside  you'll  find  front 
seats  designed  to  provide 
comfort  with  firm  support. 
Instrumentation  has  been 
carefully  placed  for  driver 
convenience. 

And,  while  functional  de- 
sign is  of  primary  importance, 
style  and  elegance  have  not 


been  over-looked.  Seats  are 
finished  in  rich  cloths.  The 
carpeting  is  deep  and  plush. 


And,  generous  amounts  of 
sound  insulation  have  been 
engineered  into  the  new 
LTDs  design.  And,  ask  your 
dealer  about  savings  that  are 
available  on  specially 
equipped  LTDs. 

The  new  LTD  for  1983... 
comfort  when  you  want  it  and 
capability  when  you  need  it. 

Get  it  together — Buckle  up. 

Have  you  driven  a  Ford... 
lately? 


bonds  left.  Even  if  there  weren't,  he 
hastened  to  add  when  we  demurred, 
there  would  be  another  issue  like  it 
coming  along  soon. 

A  few  other  firms  were  hawking 
Washington  Public  Power  Supply  Sys- 
tem bonds.  Yes,  the  beleaguered 
WPPSS  bonds,  only  a  month  or  so 
before  the  system  faced  possible  de- 
fault because  it  may  yet  run  out  of 
funds  to  pay  the  interest  on  two  of  its 
power  projects.  Not  to  worry,  the 
New  York-based  executive  cheerfully 
intoned  when  we  expressed  alarm, 
"These  are  the  1,  2  and  3  bonds  we're 
offering,  not  the  4s  and  5s  that  are 
facing  those  problems.  These  bonds 
are  perfectly  safe,  and  they're  rated 
double  A  by  Moody's."  Of  course,  the 
courts  have  yet  to  rule  on  whether  the 
"perfectly  safe"  bonds  ought  to  be 
thrown  into  the  same  pool  with  the  4s 
and  5s  if  they  should  default.  More- 
over, shortly  after  his  reassurances 


Leaving  aside  such  hazards 
as  the  possible  WPPSS  de- 
fault, things  can  still  be 
tough  for  the  investor.  The 
municipal  bond  matket  is 
easier  to  get  into  than  out  of, 
especially  in  small  invest- 
ments of  $15,000  or  less. 


Moody's  cut  its  rating  on  the  $6  bil- 
lion of  1,  2  and  3  bonds  to  Baa,  while 
Standard  &  Poor's  suspended  its  dou- 
ble-A  rating  on  the  bonds  because  it 
feared  the  entire  WPPSS  system 
would  file  for  bankruptcy  shortly. 
The  bonds  sold  off  sharply. 

Even  leaving  such  hazards  aside, 
things  can  still  be  tough  out  there  for 
the  lone  investor.  The  municipal 
bond  market  is  a  lot  easier  to  get  into 
than  out  of,  especially  in  small 
amounts  like  $15,000  or  less. 

Spreads  in  the  secondary  market 
can  run  3.5%  to  4%  in  some  in- 
stances. This  means  a  small  investor 
who  had  to  sell  a  few  bonds  would 
have  to  give  up  about  $500  on  a 
$15,000  investment,  even  if  the  mar- 
ket didn't  move  against  him.  Says  a 
bond  consultant,  "Often,  spreads  are 
really  unconscionable.  There  are  so 
many  issues,  and  markets  are  pretty 
thin  in  many  of  them.  So  if  a  dealer  is 
going  to  lug  a  position,  he  really 
wants  to  be  paid."  As  if  that  weren't 
enough,  some  muni  dealers  are  occa- 
sionally tempted  to  ignore  certain 
practices.  Like  the  NASD-mandated 
limit  of  a  5%  markup  on  the  resale  of 
a  muni  bond.  A  bond  man  told 
Forbes:  "Look,  if  the  NASD  ever 
came  and  said,  'You  priced  those 
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There's  more  to  John  Hancock  than  life  insurance. 

One  of  our  greatest  contributions  to  life 
is  giving  you  more  time  to  live* 


Over  the  years 
you Ve  come  to  expect 
John  Hancock  to  help 
provide  a  future  for  your 
family.  What  you  haven't 
expected  is  getting  more 
time  for  the  things  you 
really  want  to  do.  But 
John  Hancock  can  also 
give  you  that. 

Because  we+  offer  a  wide  range  of  financial  services  and  products  to 
help  you  with  almost  any  money  matter,  we  can  save  you  the  irreplaceable 
time  you'd  lose  seeking  help  from  many  different  sources. 

Our  services  and  products  include  financial  and  tax  planning,  mutual 

funds,  money  market  funds,  options,  stocks, 
bonds,  IRA  and  other  retirement  programs,  plus 
auto  and  home  reinsurance. 

For  businesses  we  provide 
employee  benefit  programs 
ranging  from  group  life  and 
health  plans  to  corporate  pension 
and  profit-sharing  plans.  We  a  f  £ 

offer  equipment  leasing  and  financing,  investment  banking,       *        '*  ™ 
and  venture  capital.  We  even  offer  many  tax  advantaged 
investments  for  individuals  and  corporations  alike. 

If  you'd  like  to  spend  more  time  living  instead  of  worrying  about  how 
to  spend  your  money,  talk  to  your  John  Hancock  companies  representative1 
today.  jyy  tfV  , 

/ J  companies  ^> 

Vfe  can  help  you  here  and  now.  Not  just  hereafter. 

tjohn  Hancock  Mutu.il  Life  Insurance  Company,  John  Hancock  Distributors,  Inc.,  John  Hancock  Financial  Services,  Inc.,  John  Hancock  Variable  Life  Insurance  Company,  HANSECO 
Insurance  Company,  John  Hancock  Venture  Capital  Management,  Inc.,  Tucker  Anthony  &l  R.L.  Day,  Inc.,  New  York/Boston  and  affiliated  companies,  all  ot  Boston,  Massachusetts  02117 


No-load  municipal  bond  funds:  a  sampler 


Listed  below  are  12  no-load  open-end  municipal  bond  the  risk.  The  last  column  lists  phone  numbers,  so 

funds.  The  funds  range  in  size  from  $9  million  to  $1.6  investors  can  obtain  more  information.  For  a  detailed 

billion,  and  the  annualized  yield  ranges  from  7'/2%  to  listing  of  no-load  municipal  bond  funds,  see  the  Forbes 

over  10%.  Generally,  the  higher  the  yield,  the  greater  Annual  Mutual  Funds  Survey  (Aug.  30,  1982). 


Total  net  assets  Percent 
Fund  (mil)*  yieldt  Telephone 


Babson  Tax-Free  Income  Long  $  8.7 

Composite  Tax-Exempt  Bond  Fund  51.1 

Dreyfus  Tax  Exempt  Bond  Fund  1,595.8 

Fidelity  Municipal  Bond  Fund  719.1 


8.6%  800-821-5591;  in  Kansas  City,  913-821-5591 

10.2  800-541-0830;  in  Seattle,  509-624-4101 

8.6  800-645-6561;  in  New  York,  212-895-1206 

8.4  800-225-6190;  in  Boston,  617-523-1919 


Financial  Tax-Free  Income  Shares  59.0 

Midwest  Group  Tax-Free  Trust  Ltd  16.4 

Nuveen  Municipal  Bond  Fund  233.9 

T  Rowe  Price  Tax-Free  Income  Fund  919.2 


SAFECO  Municpal  Bond  Fund  22.4 

Scudder  Managed  Municipal  Bonds  396.1 

SteinRoe  Tax-Exempt  Bond  Fund  179.3 

Vanguard  Municipal  Bond — Long  Term  210.7 


8.7  800-525-9831;  in  Denver,  303-779-1233 

6.5  800-543-0407;  in  Cincinnati,  513-579-0414 

7.7  800-621-7227;  in  Chicago,  312-621-3000 

8.7  800-638-1527;  in  Baltimore,  301-547-2000 


8.6  800-426-6730;  in  Seattle,  206-555-5530 

9.0  800-225-2470;  in  Boston,  617-426-8300 

8 . 1  800-62 1  -06 1 5;  in  Chicago,  3 1 2-368-783 1 

8.6  800-523-7910;  in  Valley  Forge,  215-964-2600 


*As  of  Mar  31,  1983.    tAs  of  Apr.  30,  1983 


bonds  at  more  than  5%  off  the  mar- 
ket,' a  muni  dealer  can  say,  'What 
market?  You  show  me  where  the  mar- 
ket was.'  " 

The  WPPSS  power  revenue  bonds' 
financial  difficulties  clearly  are  a 
warning.  They  point  up  the  deteriora- 
tion in  credit  issuer  quality  in  recent 
years,  particularly  with  revenue 
bonds.  During  the  past  15  months 
there  have  been  252  more  credit 
downgradings  than  upgradings  by  the 
rating  agencies.  And  credit  ratings  are 
likely  to  worsen  before  they  improve. 

Under  these  conditions,  the  best  bet 
for  a  small  investor  is  buying  part  of  a 
package  of  professionally  selected 
munis.  One  way  to  do  this  is  through 
unit  trusts,  portfolios  of  1 5  or  so  differ- 
ent municipal  bonds.  Unit  trusts  found 


their  way  to  investors  to  the  tune  of 
$13.5  billion  in  1982,  at  art  average 
crack  of  around  $15,000.  But  the  unit 
trusts  have  their  drawbacks,  too. 

"Some  naive  investors  recently 
plunged  into  high-yielding  tax- 
exempt  unit  trusts,"  says  Joseph  Ga- 
briele,  president  of  the  muni  bond 
firm  of  Gabriele,  Hueglin  &  Cash- 
man,  "thinking  they  could  get  out  at 
any  time  at  the  price  they  paid,  as  if  it 
were  a  short-term  money  fund.  I'm 
not  so  sure  many  salesmen  carefully 
explained  the  difference." 

The  salesmen  also  may  not  tell  you 
that  bond  firms  typically  mark  up 
prices  on  each  bond  and  put  them  into 
the  unit  trust  portfolio.  And  there 
they  sit  for  the  life  of  the  trust,  which 
tends  to  run  25  to  30  years.  The  mark- 


Double  standard? 


)  ielcl  source:  Upper  Analytical  Sen  ices. 


ups,  from  one-half  of  1%  to  as  much 
as  nine-tenths  of  i%,  help  cushion 
the  packagers  against  a  possible  de- 
cline in  bond  prices  before  the  units 
are  sold.  And  they  yield  a  nice  little 
profit  if  they  don't  fall.  Last  year  they 
probably  made  about  $600  million  on 
those  markups. 

That's  only  the  beginning.  Most 
charge  a  4.5% — some  as  high  as  a 
5.5% — front-end  sales  load.  Larger  in- 
vestors ($100,000  to  $250,000)  pay 
lower  sales  commissions.  Unit  trusts 
usually  don't  levy  a  resale  fee,  but  you 
get  out  generally  at  the  lower  bid 
price.  That  can  run  from  15  to  20  basis 
points. 

Then  there  are  custodial  and  trust- 
ee charges — and  if  the  trust  is  an  in- 
sured one,  the  insurer  gets  up  to  35 


W-  hen  Robert  Adler,  27,  first  became  a  municipal 
bond  analyst  five  years  ago,  most  of  his  friends 
yawned.  Now,  he  says,  "at  cocktail  parties  people 
hound  me  about  where  they  should  invest  their  tax- 
exempt  money." 

As  manager  of  municipal  research  at  Shearson/ 
Americari  Express,  Adler  relishes  the  chance  to  boast 
how  quickly  municipal  bond  research  has  become  a 
staple  of  brokerage  houses.  Why  do  research  when 
there  are  bond-rating  agencies  like  Moody's  and  Stan- 
dard &  Poor's?  Adler  points  out  that  the  agencies  failed 
to  anticipate  New  York  City's  1975  fiscal  crisis  and  the 
more  recent  teetering  of  the  Washington  Public  Power 
Supply  System's  Projects  4  and  5. 

But  the  brokers,  too,  were  late  in  pointing  out  the 
WPPSS  problems,  at  least  to  retail  clients.  "There  was  a 
lot  of  dragging  of  feet  and  wishful  thinking,"  admits 


Shearson's  Adler. 

Even  more  than  in  equity  research,  pressures  abound 
for  research  departments  not  to  be  too  critical  of  mu- 
nicipal bond  issues,  especially  when  the  brokerage  firm 
happens  to  be  the  issuer's  underwriter.  Many  firms,  in 
such  cases,  will  not  publish  credit  reports.  "It's  a  no- 
win  situation,"  explains  an  analyst  at  Merrill  Lynch, 
which  managed  or  comanaged  most  of  the  $8  billion 
WPPSS  has  raised.  "If  we  put  out  something  positive, 
our  institutional  investors  will  be  suspicious  that 
we're  just  plugging  our  client.  If  it's  negative,  our 
competitors  will  use  it  against  us  with  the  issuer."  So 
the  cop-out  at  some  firms  is  to  report  credit  problems 
internally  to  salesmen  and  traders,  who  can  verbally 
warn  big  clients. 

The  retail  customers  are  pretty  much  on  their  own  in 
cases  like  this. — Jayne  Pearl 
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You  never  have  to  ask  us 
for  a  discount  on 
your  trade. 


With  Rose  &  Company,  you  always  get  our  lowest 
commission.  Guaranteed. 

Whether  you  trade  once  a  day.  Or  once  a  year. 

And  our  commission  schedule  is  one  of  the  most  comprehensive  in  the 
industry.  With  savings  ranging  up  to  70  percent  compared  to  rates  of 
full-commission  brokers.*  And  a  maximum  commission  of  S25  on  a 
hundred-share  trade. 

Compare  our  discount  commissions  to  what  vou  pay  now. 

$15  per  share         $25  per  share         $40  per  share 

100  shares 


500  shares 
1000  shares 
2000  shares 


$25.00 


$80.00 


$100.00 


$145.00 


$25.00 
$92.50 


$130.00 


$185.00 


$25.00 


$115.00 


$165.00 


$225.00 

'Bo'.ed  nn  August,  1982  survey 


The  Experienced  Discount  Broker 

Rose 

£comPany 

INVESTMENT  BROKERS.  INC. 


BOARD  OF  TRADE  BUILDING  •  CHICAGO,  ILLINOIS  60604 

CHICAGO  •  BOSTON  •  HOUSTON  •  LOS  ANGELES 
PITTSBURGH  •  SAN  FRANCISCO  •  WASHINGTON,  D  C. 
Member  New  York  Stock  Exchange.  Inc  and  Other  Principal  Exchanges 


For  our  free  discount  trading  brochure  call  us  or  complete  this  coupon. 


Name 


Address 


City 


State 


Zip 


Chicago  (312)  987-9400  •  Boston  (617)  720-0600  •  Houston  (713)  861-7800 

Los  Angeles  (213)  624-6000  •  New  York  (212)  619-3333 

Philadelphia  (215)  925-2100  •  Pittsburgh  (412)  392-0300 

San  Francisco  (415)  986-1223  •  Washington.  D  C  (202)  628-1110 

Member  Securities  Investor  Protection  Corporation  (S1PC) 
Securities  held  in  customer  accounts  are  protected  up  to  $500,000 


National 

QuickPhone  System 

Call  toll  free  day  or  night, 
7  days  a  week 

(800)  435-4000 


F180606 

)  Rose  St  Company  Investment  Brokers.  In*. 


hasis  points — which  come  off  the 
yield.  So  the  unit  trust  investor  can 
pay  heavily — total  charges  of  more 
than  5%  the  first  year — for  getting 
some  diversification  and  being  able  to 
buy  in  for  as  little  as  $5,000  or  less  in 
some  cases. 

Says  Stoevcr,  "Because  of  all  those 
charges,  if  you  have  to  sell  in  three 
years  and  interest  rates  are  roughly 
the  same  as  when  you  bought  the 
trust,  you'll  wind  up  with  a  loss."  So, 
unit  trusts  arc  not  for  everybody,  least 
of  all  for  people  who  can't  stay  with 
the  package  for  more  than  ten  years. 
Even  those  who  can  stay  around  for 
the  life  of  the  trust,  however,  run  a 
sizable  interest-rate  risk. 

Credit  quality  can  also  gradually 
deteriorate  in  the  unmanaged  unit 
trust.  Yet  bonds  are  removed  from 
unit  trusts  typically  only  when  inter- 
est payment  default  is  clearly  immi- 
nent— when  it's  far  too  late.  That's 


Sums  up  one  municipal  bond 
consultant:  "What  I  don't 
like  about  muni  trusts  is 
that  people  selling  them 
don't  have  a  long-term  eco- 
nomic incentive  to  work  for 
me,  like  a  money  manager 
who  gets  a  fee  every  year." 


why  so  many  WPPSS  bonds  still  are  in 
unit  trust  portfolios.  Among  others, 
Merrill  Lynch,  Bache,  E.F.  Hutton, 
Smith  Barney,  Van  Kampen  and  Nu- 
veen  put  hundreds  of  millions  of  dol- 
lars' worth  of  WPPSS  bonds  into  their 
unit  trusts.  A  number  of  Merrill 
Lynch's  unit  trusts,  for  example,  have 
up  to  7%  of  their  assets  in  WPPSS 
bonds.  Unfortunately,  the  packagers 
opted  for  high  yield  over  much 
broader  diversification. 

Sums  up  one  bond  consultant: 
"What  I  don't  like  about  muni  trusts 
is  that  the  people  selling  them  don't 
have  a  long-term  economic  incentive 
to  work  for  me,  like  a  money  manager 
who  gets  a  fee  every  year." 

Which  brings  us  to  what  may  be  a 
better  bet  for  the  small  investor — and 
in  this  field  under  $100,000  is  still  a 
small  investor.  The  bond  consultant 
recommends  no-load,  open-end  mu- 
nicipal bond  funds.  An  investor  in  an 
open-end  mutual  fund  does  have  to 
pay  annual  management  fees  ranging 
from  six-tenths  of  1%  to  nine-tenths 
of  1%,  but  he  gets  some  service  for  his 
money.  That  annual  cost  partly  ex- 
plains why  their  yields  tend  to  be 
about  75  to  90  basis  points  lower  than 
trusts'.  But  the  investor  gets  continu- 
ous management,  an  important  value 
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Most  word  processor  screens  cause 
12,000 tiring  dilations  of  the  eye  per  day. 


Helm  nta^m  WW- 


CPT'sdoesnt. 


For  some  reason,  most  word 
processors  have  dark-colored 
display  screens. 

Which  means  the  people  who 
use  them  have  to  look  back  and 
forth  between  a  dark  screen  and 
white  paper  all  day  —  as  much  as 
12,000  times  a  day. 

According  to  Dr.  Gerald  Radl, 
a  German  scientist  who  studies  the 
workplace,  this  can  cause  eyestrain, 
headaches,  and  dizziness. 

His  prescnption?  Make  the 
screen  look  like  the  paper. 

Just  like  the  black-on-white 
screen  you'll  find  on  CPT's  word 
processors 

A  screen,  incidentally,  which 
The  Office  Products  Analyst  calls 

©  1983  CPT  Corporation  All  rights  reserved 


"the  best  display  in  the  industry." 

CPT  believes,  like  Dr.  Radl, 
that  the  more  comfortable  a  word 
processor  is  to  use,  the  more  work 
people  are  likely  to  get  done  with  it. 
And  the  better  they'll  feel  about  it. 

Let  us  show  you  how  we  can 
make  your  job  easier. 

And  how,  with  CPT's  planned 
Office  Dialog  Link™  network,  CPT 
word  processors  can  automate 
your  entire  office,  tying  in  every- 
thing from  computers  to  electronic 
mail  and  data 
services. 

Our  latest 
booklet  covers 
it  all.  Get  your 
free  28-page 
copy,  simply  by 


mailing  the  coupon  below 

The  black-on-white  coupon. 


Get  a  free  28-page  copy  of 
Word  Processing — A  Step  A  t  A 
Time"  Packed  with  useful  advice 


how  muct  init> 
uvw\l  processes- 


Mail  to  CPT  Information  Service, 
PO  Box  3900,  Peoria,  IL  61614 
Or  call  800-447-4700  (In  Alaska, 
907-277-3527  In  Hawaii,  808-488-7781 ) 

Name  


I  Title- 


Company. 


Address 

City                               Store  7.ip 

1 

The  easy  way  to  automate  your  office 

when  bond  quality  is  deteriorating. 
Moreover,  according  to  Michael  Up- 
per, head  of  Lipper  Analytical  Ser- 
vices, "The  average  open-end  fund 
has  more  diversification,  more  inter- 
est rate  protection  and  better  liquidity 
than  the  average  unit  trust."  That 
is  because  an  open-end  fund  has  the 


flexibility  to  vary  maturities. 

And  with  a  no-load  municipal  bond 
fund,  the  investor  can  get  in  or  out 
without  paying  a  commission  and  not 
be  hit  with  the  heavy  markups  that 
unit  trusts  impose.  There  are  at  least 
22  no-load  muni  funds  currently  in 
existence  and  lots  more  open-end  mu- 


As  I  See  It 


Why  Britain  s  Chancellor  of  the  Exchequer 
opposes  a  new  Bretton  Woods  conference. 
And  why  he  devoutly  hopes  the  U.S.  will 
slim  its  budget  deficit. 

"We  don't  need 
new  machinery1' 

An  Interview  with  Britain's  Sir  Geoffrey  Howe 


By  Lawrence  Minard 


France's  Francois  Mitterrand,  his  so- 
cialist program  a  shambles,  his  cur- 
rency in  shreds  and  with  rioting  in  his 
streets,  has  called  for  a  new  Bretton 
Woods  monetary  conference.  You 
don't  have  to  be  a  cynic  to  understand 
what  Mitterrand  wants.  He  wants  the 
world  to  bail  him  out  from  the  conse- 
quences of  his  economic  and  social 
folly.  But  does  the  world  really  need  a 
whole  setup  for  regulating  interna- 
tional currencies?  Malcolm  S.  Forbes 
Jr.  and  Lawrence  Minard  recently  in- 
terviewed Sir  Geoffrey  Howe,  Marga- 
ret Thatcher's  Chancellor  of  the  Ex- 
chequer, on  this  very  point.  Excerpts 
follow: 

Is  it  possible  to  get  a  real  revival  in 
trade  without  some  sort  of  new  Bretton 
Woods  international  monetary  arrange- 
ment? Do  we  need  a  new  international 
monetary  system? 

Howe:  Let  me  unstitch  the  phrase 
"Bretton  Woods,"  because  it  gets 
tossed  into  the  debate  as  a  kind  of 
"open  sesame."  Bretton  Woods  did 
several  things.  It  established  fixed  ex- 
change rates.  It  established  an  inter- 
national financial  institution  to  fund 
countries.  It  represented  a  coming  to- 
gether of  the  monetary  authorities  of 
the  key  countries,  with  a  common 
concern  for  the  world.  And  it  took  the 
form  of  a  great  universal  conference. 
Now,  many  people  think  there  may 


be  some  benefit  to  be  derived  from  "a 
new  Bretton  Woods" — that  is,  a  vast 
new  conference.  But  I  don't  think 
that's  possible  if  you  actually  want  to 
get  things  done,  for  two  reasons.  One, 
the  World  Bank  is  now  140  countries, 
compared  to  a  much  smaller  number 
in  1944.  Two,  the  world  has  already 
got  in  place  international  financial  in- 


nicipal  funds  with  loads  ranging  from 
2%  to  8'/>%.  Both  have  seen  their 
assets  rise  sharply  over  the  last  few 
years.  These  bond  funds  won't  relieve 
investors  of  all  market  risks,  but  they 
may  help  narrow  them.  A  listing  of 
no-load  muni  funds  can  be  found  on 
page  65.  ■ 


Sir  Geoffrey  Howe 

Needed:  international  discipline. 


stitutions.  We  don't  need  new  ma- 
chinery. We  don't  need  a  great  confer- 
ence starting  from  scratcb.  But  we  do 
need  to  regenerate  the  other  compo- 
nent of  the  original  Bretton  Woods: 
the  common  concern  by  the  world's 
key  financial  parties.  We  don't  want 
to  redesign  the  institutions.  We  want 
to  demonstrate  our  common  concern 
for  the  international  financial  system. 
It  would  certainly  be  desirable  to 
move  toward  a  world  of  less  exchange 
rate  volatility.  But  what  we  need  now 
is  to  strengthen  the  existing  financial 
institutions. 

Do  yon  see  this  happening?  Do  you  see 
the  nations  beginning  to  pull  together 
again? 

Howe:  My  main  concern,  I  must  con- 
fess, remains  the  uncertainty  about 
the  future  prospects  of  the  U.S.  federal 
deficits.  Apart  from  the  moderation  in 
oil  prices  which  has  taken  place, 
nothing  could  do  more  to  restore  the 
prospects  for  sustainable  growth  for 
the  world  economy  than  a  convincing 
performance  by  the  U.S.  in  putting  its 
federal  deficits  on  a  downward  track. 
If  the  Euromarkets  and  world  markets 
were  convinced  that  deficit  was  going 
to  be  firmly  under  control  and  the 
structural  deficit  coming  down,  that 
would  do  a  great  deal  to  diminish  the 
risk  of  a  recurrence  of  high  and  rising 
interest  rates. 

Some  argue  that  under  Bretton  Woods, 
an  important  reason  we  had  a  good 
degree  of  convergence  teas  the  imposition 
of  discipline  forcing  governments  to  take 
certain  responsible,  if  domestically  un- 
popular, actions. 

Howe:  That's  absolutely  right.  Inter- 
national financial  discipline  was 
founded  essentially  on  the  fiscal  man- 
agement of  the  U.S.  with  the  dollar  as 
cornerstone;  it  broke  down  when 
Bretton  Woods  broke  down.  Thus, 
countries  have  gradually  had  to  seek 
different  foundations  for  their  own 
domestic  stability.  And  countries 
have  generally  done  that  by  putting  in 
place  a  monetary  policy.  But  that  only 
secures  a  domestic  framework  of 
discipline. 

I  think  we  have  to  try  to  recreate  a 
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sense  of  international  discipline.  Not 
by  jumping  from  where  we  are  now 
back  to  a  fixed  exchange  rate  sys- 
tem— for  the  simple  reason  that  we 
can't  do  it — but  possibly  by  putting  in 
place  the  means  for  more  dialog  and 
discussion  between  countries. 

If  we  can  gradually  create  a  frame- 
work of  rules,  if  you  like,  to  which 
people  can  respond,  I  think  that 
would  help  to  diminish  the  volatility 
we  now  have  in  the  international 
monetary  system.  If  you  are  a  busi- 
nessman, you  want  two  things:  You 
want  a  national  currency  that  holds 
its  value  and  you  want  international 
currency  arrangements  that  are  more 
stable  rather  than  less  stable.  We  have 


Now,  many  people  think 
there  may  be  some  benefit 
to  be  derived  from  a  "new 
Bretton  Woods"— that  is,  a 
vast  new  conference.  But  I 
don't  think  that's  possible, 
if  you  actually  want  to  get 
things  done. 


moved  a  long  way  from  that  [stabil- 
ity]. We  are  gradually  moving  back  in 
the  right  direction. 

You  don't  see  any  return  to  the  gold- 
standard  feature  of  Bretton  Woods? 
Howe:  I  don't  see  that.  I  don't  think 
it's  in  the  foreseeable  future. 

Talking  about  the  IMF  and  the  criti- 
cisms that  have  recently  been  leveled  at  it, 
aren't  we  in  danger  of  creating  a  system 
that  just  hails  out  imprudent  borrowers 
and  lenders? 

Howe:  I  see  the  danger.  But  I  don't 
think  it's  actually  working  that  way.  I 
don't  think  it's  anything  like  the 
automatic  relief  mechanism  you've 
just  described.  If  one  were  to  put  in 
place  the  kind  of  international  enti- 
tlement program  in  which  the  debtor 
automatically  came  and  automatical- 
ly got  help,  the  risk  would  be  signifi- 
cant. But  it  isn't  like  that  at  all.  It's  a 
very  tough  bargaining  process  for  the 
borrowers  and  lenders  and  the  Fund.  I 
don't  think  anyone  is  operating  with 
an  irresponsible  feeling  that  every- 
thing will  work  out  all  right,  come 
what  may. 

Well,  what  about  the  commercial 
banks?  Won't  they  just  have  the  feeling 
they  can  make  whatever  sovereign  loans 
they  like,  and  somehow  those  loans  will 
always  be  made  good? 
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Howe:  No,  because  nobody  can  have  a 
complete  assurance  that  everything 
will  always  be  made  good.  I  think  the 
banks  are  more  cautious  than  they 
were.  At  the  same  time,  they  don't 
want  to  move  so  far  into  caution  as  to 
precipitate  insoluble  difficulties  to 
the  countries  they  have  been  lending 
to.  It's  all  part  of  the  process  of 
squeezing  inflation  until  it's  over  and 
out  of  the  system. 

Wljen  many  of  us  were  in  school,  the 
economics  professors  taught  the  so-called 
Phillips  Curve:  The  only  way  to  fight  infla- 
tion seriously  is  to  suffer  through  a  period 
when  unemployment  is  abnormally  high. 
Britain  seems  proof  of  that  doctrine. 
Howe.-  Well,  it's  true  of  the  whole 
world's  experience,  isn't  it?  If  you 
look  at  the  way  the  unemployment 
figures  have  been  moving  in  virtually 
every  Western  country,  it's  exactly 
the  same  pattern.  Unemployment  in 
the  Federal  Republic  [of  Germany)  has 
been  rising  much  faster  than  here  re- 
cently. Belgium  has  higher  unemploy- 
ment than  we  do.  I  think  that  what 
we're  all  realizing,  on  a  worldwide 
scale,  is  that  beating  inflation  is  a  very 
uncomfortable  process.  And  this  un- 
employment isn't  the  price  we're  pay- 
ing for  fighting  inflation  now.  It's  the 
price  we're  paying  for  having  put  off 
unemployment  in  the  past. 

Does  it  follow,  then,  that  when  employ- 
ment picks  up  again,  so  will  inflation? 
Howe.  No.  One  of  the  errors  people 
tend  to  make  is  in  expecting  a  repeat 
of  the  pattern  of  the  average  American 
postwar  recovery.  Of  course,  so  many 
of  the  postwar  recoveries  were  infla- 
tion-based. But  what  we're  trying  to 
do  is  put  into  place  a  recovery  that  is 
not  inflation-based,  by  not  injecting 
new  demand  in  the  conventional — I 
should  say  formerly  conventional — 
fashion. 

Does  this  mean  that  the  recovery,  be- 
cause it  is  not  artificial,  will  be  slower 
than  what  we've  become  accustomed  to 
in  the  postwar  period? 
Howe:  Yes.  I  think  it  is  likely  to  be 
slower.  But  more  sustainable.  And 
that's  the  object  of  the  exercise.  Un- 
employment is  bound  to  remain  high, 
and  bound  to  be  slow  coming  down. 
Each  [British]  government,  from  1959 
onwards,  has  ended  up  with  a  higher 
level  of  unemployment  than  its  pre- 
decessor, and  a  higher  average  rate  of 
inflation. 

We  shall  be  the  first  government 
since  the  end  of  the  1950s  to  leave  our 
successors — who  I  hope  will  be  us 
after  the  [June  9]  election— with  a 
lower  average  rate  of  inflation.  ■ 
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Harris  customer  support  people 
know  your  information  systems 
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and  forwards. 


Before  a  Harris  customer  support 
professional  services  your  information  sys- 
tem, he  reviews  its  individual  configura- 
tion, application,  service  record  and  more, 
on  his  information  system. 

Harris  customer  support  man- 
agers use  this  data  for  swifter  diagnosis 
and  to  make  appropriate  adjustments  to  get 
your  system  up  and  running  sooner.  Your 
system  returns  on-line  faster  because  of 
this  Harris  automated  and  professional 
approach  to  service. 

There  are  1,000  Harris  customer 
support  professionals  assigned  to  150  ser- 
vice centers  nationwide. 
They're  available  24  hours  a 
day,  365  days  a  year  via  a 
toll-free  800  number.  It  puts 
you  in  touch  with  our 
Customer  Support 
Control  Center — the 
most  innovative  and 


efficient  support  system  in  the  business. 

Harris  customer  support  profes- 
sionals are  the  best  trained,  most  respon- 
sive and  most  motivated  support  staff  in 
the  entire  industry. 

They  support  all  Harris  informa- 
tion systems — from  super-minicomputers 
and  distributed  data  processing  systems  to 
word  processing  systems  and  interactive 
terminals. 

After  you've  bought  your  Harris 
information  system,  we  think  ahead  to  giv- 
ing you  total  support  with  a  totally  commit- 
ted team  of  professionals. 

For  more  information,  write 
Harris  Corporation,  1025  West 
Nasa  Boulevard,  Melbourne, 
Florida  32919; 
(305)  727-9100. 
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Announcing 

the  fastest 
door-to-door 
delivery  service 
to  and  front  Europe. 

Emery  First  Class 
International  Service. 


No  matter  what  the  value,  size,  or  weight  of  your  air  shipments, 
Emery  provides  the  fastest  regularly  scheduled  door' to 'door  service 
available  between  most  U.S.  and  major  European  cities.  To  most  cities, 
we  can  deliver  door'tcdoor  in  as  little  as  48  hours.  From  New  York, 
we  can  deliver  as  quickly  as  overnight  to  major  European  cities.  That 
includes  everything  from  letters  to  packages  to  heavy  cargo. 

Emery  offers  you  a  total  range  of  services  from  customs  clearance 
to  notifying  your  customer  of  the  time  of  delivery,  all  for  one  basic  price. 
For  just  a  little  more,  you  can  even  get  proof' of' delivery  and  full 
documentation. 

So  the  next  time  you  want  the  fastest  scheduled  door  to 'door  sep 
vice  to  most  of  Europe,  ask  for  Emery  First  Class  International  Service. 
Call  your  local  Emery  office  for  details. 
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Time  after  time, 
no  one  delivers  like  Emery. 


While  the  bankers  are  worrying  about  repayments  on  their  Latin 
American  loans,  the  fact  is  that  a  surprising  amount  of  all  of  the 
billions  of  dollars  the)j  have  lent  was  wisely  invested. 


South  American  debt 

now  look 
at  the  assets 


I  rom  the  posh  boutiques 
lof  Buenos  Aires  to  the 
earsplitting  traffic 


IF 

earsplitting  traffic  jams  of  Caracas  and  the 
I       crowded  beaches  of  Rio  de  Janeiro,  the  question 
is  always  the  same:  How  will  the  foreign  bank 
debt  be  dealt  with: 

Practically  every  Latin  economy  lies  in  ruins  in  the 
wake  of  a  great  tidal  wave  of  foreign  capital,  far  larger  in 
constant  dollars  than  the  fabled  Marshall  Plan.  Foreign 
banks,  chiefly  American,  urged  dollars  upon  the  South 
American  continent,  raising  its  external  debt  from  $27 
billion  at  the  beginning  of  the  Seventies  to  $300  billion  by 
1982.  Over  two-thirds  of  that  $300  billion  came  from 
commercial  banks,  bulging  with  a  sudden  flood  of  petro- 
dollars pouring  into  an  already  enormous  Eurodollar  over- 
hang. Where  to  lend  it?  South  America  was  the  obvious 
answer.  It  had  relatively  advanced  economies  and  a  thirst 
for  capital. 

The  South  Americans  could  scarcely  believe  it:  "For 
years  we  had  been  begging  for  money,"  says  a  South 
American  newspaper  editor,  "and  for  years 
you  had  been  promising  it  to  us.  But  it  never 
came  in  the  amounts  we  needed.  Not  under 
the  Point  Four  Program,  not  under  the  Alli- 
ance for  Progress,  not  under  AID.  And  then, 
suddenly,  there  it  was  .  .  .  cheap — all  the 
money  we'd  been  asking  for.  We  might  not 
have  known  what  to  do  with  it  all.  But  We 
sure  took  it.  It  was  a  chance  that  might 
never  come  again." 

The  damage  done  by  that  sudden  infusion 
of  billions  and  billions  of  dollars  has  shaken 
the  world's  financial  system.  First,  last  au- 
tumn came  the  .news  that  Mexico  could  not 
meet  the  interest  payments  on  its  $80  bil- 
lion debt.  It  did  not  take  long  to  see  that  the 
rest  of  the  Latin  American  "exposure"  was 
in  the  same  boat.  For  the  nine  largest  U.S. 
banks,  loans  amounting  to  well  over  ld0% 
of  their  equity  had  turned  bad. 

Too  late  the  bankers  realized  they  had 
made  two  critical  mistakes:  First,  they  had 
offered  the  South  Americans  much  shorter- 


By  Geoffrey  Smith 


Oris  de  Roa  of  Argentina 
"Perhaps  80%  of 
Brazil's  borrowings  are 
infixed  investment. 
But  only  30%  of 
Argentina's  are." 


term  loans  than  they  were  used  to. 

  Second,   they  had   priced  those 

loans  at  low  but  variable  rates.  The  variable  feature  was 
there  to  protect  the  banks,  but  it  proved  a  trap  for  the  Latin 
Americans  once  the  U.S.  decided  in  earnest  to  fight  infla- 
tion. By  1979  a  worsening  global  recession  triggered  by 
anti-inflationary  monetary  policies  had  driven  interest 
rates  up  and  commodity  prices  down.  The  interest  cost  of 
existing  debt  tripled,  and,  because  of  the  unprecedented 
rise  in  oil  prices,  the  revenue  from  hard-currency-earning 
exports  was  cut  in  half.  It  was  bankruptcy,  but  neither  the 
Latin  Americans  nor  the  banks  could  face  it. 

In  prior  years  such  foreign  debt  problems  had  often  been 
solved  by  simply  changing  Ministers  of  Finance.  As  Paulo 
Rabello  de  Castro  of  the  renowned  Getulio  Vargas  Founda- 
tion in  Rio  put  it,  with  more  than  a  little  irony:  "When  the 
foreign  banks  had  no  confidence  in  us,  we  changed  the 
government,  put  in  people  who  spoke  good  English  and 
had  earnest  faces,  and  pretty  soon  everything  was  all  right 
again."  But  this  time  that  simple  ploy  won't  be  enough. 

Today,  neither  Brazil  nor  Argentina  is 
able  to  pay  the  interest  on  its  huge  debt, 
which  is  $83  billion  in  Brazil  and  $39  bil- 
lion in  Argentina.  Both  are  faced  with 
runaway  inflation  (well  over  100%  annual- 
ly) and  desperately  struggling  to  reschedule 
their  external  debt.  Even  oil-rich  Venezuela 
was  forced  recently  to  request  a  reschedul- 
ing of  its  $12  billion  foreign  borrowings. 
The  reason  is  obvious:  "If  our  monetary 
reserves  continue  declining  as  rapidly  as 
they  have  been  recently,"  says  Venezuelan 
economist  Pedro  Palma,  "we'll  deplete  our 
reserves  in  just  five  months." 

Why  rich  Venezuela?  Explains  Palma: 
"Actually,  our  main  problem  at  the  mo- 
ment is  that  the  percentage  of  short-term 
debt  in  our  foreign  borrowings  is  higher 
than  that  of  the  others  in  the  big  four  debtor 
nations:  Brazil,  Mexico  and  Argentina."  To 
appreciate  how  bad  Venezuela's  plight  is, 
consider  the  fact  that  nearly  one-third  of 
Argentina's  debt  is  short  term  in  the  sense 


FORBES,  JUNE  6,  1983 


73 


Kahane  of  Brazil 
"This  is  the  worst 
economic  crisis  I've 
ever  witnessed  in 
Brazil,  and  this  time 
I  don't  see  a  way  out." 


"For  years  we  had  been  begging  for  money.  And  for 
years  you  had  been  promising  it  to  us.  But  it  never  came 
in  the  amounts  we  needed.  And  then  suddenly  there  it 
was . . .  cheap.  We  might  not  have  known  what  to  do  with 
it  But  it  was  a  chance  that  might  never  come  again. " 


that  it  comes  due  this  year.  There  is  no  way, 
to  pay  it.  The  threat  of  outright  repudiation 
of  debt,  given  the  upcoming  national  elec- 
tions in  Brazil,  Argentina  and  Venezuela,  is 
real.  Topic  number  one  at  the  Williams- 
burg, Va.  economic  summit  conference  of 
the  U.S.,  Britain,  Canada,  France,  Italy, 
West  Germany  and  Japan  last  month  was 
the  international  debt  crisis,  of  which  the 
Latin  loans  are  the  core. 

Even  politically  cynical  South  American 
businessmen  are  deeply  pessimistic.  "I 
honestly  think  the  situation  is  hopeless  this 
time,"  an  Argentine  businessman  says  qui- 
etly. "This  is  the  worst  economic  crisis  I've 
ever  witnessed  in  Brazil,  and  this  time  I 
don't  see  any  way  out,"  says  I.  Hersz  Ka- 
hane, who  came  to  Brazil  from  his  native 
Poland  30  years  ago  and  founded  what  is 
now  Metalurgica  Emesa,  a  $50  million 
(sales)  diversified  trading  company.  Kahane, 
a  trained  economist,  has  a  better  perspec- 
tive on  the  question  than  most.  Says  Ka- 
hane's  young  finance  vice  president,  Emilio 
Figer:  "It  doesn't  help  too  much  to  say  to- 
day, 'You  see,  Brazil,  you  wasted  $10  billion 
on  those  nuclear  plants  or  I  don't  know 
what.'  Okay,  we  wasted  it.  Let's  try  not  to 
waste  it  again." 

Wasted  it?  That's  the  quick  answer.  It 
might  not  be  right.  Given  patience,  given 
optimism,  the  story  may  yet  turn  out  to  be 
far  from  hopeless.  Was  the  $  1 6  billion  Itaipu 
dam,  the  largest  in  the  world,  a  waste  just 
because  Brazil  will  not  immediately-  need 
all  the  nearly  13  million  kilowatts  it  will 
generate  in  five  years'  time?  When  they  are 
needed,  those  kilowatts  will  cost  less  than 
most  Brazilian  power.  "Suppose  20%  to 
25%  of  our  investments  were  completely 
crazy,  megalomaniacal,"  says  Brazilian 
economist  Paulo  Rabello  de  Castro.  "The 
other  75%  to  80%  were  good  enough.  Some 
of  our  seemingly  megalomaniacal  invest- 
ments may  be  eaten  up  very  fast,  given  a 
good  global  economic  recovery — faster  than 
one  might  imagine."  North  Americans 
would  do  well  to  remember  how  many  of 
their  now  priceless  railroad  assets  were 
once  bankrupt  and  redundant. 

Many  Argentines  sing  the  same  refrain:  "1 
don't  think  we  spent  funds  in  a  bad  way 
here,"  says  Federico  Carles  of  Carles  y  Cia, 
a  medium-size,  old-line  financial  institu- 
tion in  Buenos  Aires.  "Of  the  $39  billion  in 
foreign  debt  that  we  now  carry,  some  $22 
billion  was  spent  by  the  public  sector  on 
things  like  highways  and  dams.  Aerolineas 
Argentinas  bought  new  jumbo  jets.  Our  rail- 
ways spent  a  substantial  amount  renewing 


equipment.  Our  port  authorities  bought 
new  equipment  to  handle  crops  that  have 
increased  dramatically  in  size  in  recent 
years."  He  adds,  with  less  conviction:  "And 
something  on  the  order  of  $5  billion  was 
poured  into  the  re-equipping  of  our  armed 
forces." 

There  is  no  question  that,  unlike  in  Bra- 
zil, a  substantial  portion  of  Argentina's 
sharply  increased  foreign  borrowings  were 
consumed,  not  invested,  including  that 
questionable  spending  on  the  military.  "I 
would  say  that,  whereas  perhaps  80%  of 
Brazil's  foreign  borrowings  remains  in  the 
country  as  fixed  investment,  only  about 
30%  of  Argentina's  does,"  says  Carlos  Oris 
de  Roa,  the  Argentine  head  of  Continental 
Grain's  $400  million  (sales)  South  Ameri- 
can operations.  What  happened  to  the  rest? 
Some  was  consumed  by  the  Argentine 
middle  class,  taking  advantage  of  their  over- 
valued pesos  to  snap  up  appliances  and  Sony 
Walkmans  across  the  border  in  Brazil. 
Much  more  was  used  as  working  capital  by 
Argentine  companies  under  severe  pressure 
from  cheap  imports  and  harassed  by  the 
government's  austerity  program.  But  even 
in  Argentina  there  was  investment,  and 
there  might  have  been  more  but  for  con- 
stant government  efforts  to  manipulate  the 
economy. 

An  Argentine  garmentmaker  sits  tanned 
.and  trim  beside  his  backyard  pool  in  the 
elegant  San  Isidro  suburb  of  Buenos  Aires. 
"When  Martinez  de  Hoz  took  over  as  Minis- 
ter of  the  Economy  in  1977,  he  told  us  we 
were  going  to  mount  a  huge  export  drive," 
he  says  with  a  sneer.  "So  I  invested  heavily 
in  the  latest  knitting  machinery  in  order  to 
be  able  to  export  to  the  U.S.  Then  what  does 
Martinez  de  Hoz  do?  This  former  industrial- 
ist? He  overvalues  the  peso  in  order  to  re- 
duce inflation  in  our  once  closed  economy 
through  competition  from  cheap  imports. 
How  can  I  export  with  an  overvalued  peso?" 
the  garmentmaker  asks.  "I  closed  my  fac- 
tory. I  put  the  new  machines  in  mothballs. 
And  I  imported  from  Hong  Kong  and  resold 
to  the  U.S."  Yet  today  the  peso  is  so  cheap 
relative  to  the  dollar  that  the  garment  pro- 
ducer's new  knitting  machines  are  running 
practically  around  the  clock,  producing  for 
the  U.S.  market. 

Waste?  Venezuelan  economist  Pedro  Pal- 
ma  can  tell  you  where  most  of  his  country's 
money  was  spent:  "When  the  oil  industry 
was  nationalized  in  Venezuela  in  1976,  we 
realized  we  would  have  to  invest  a  lot  of 
money  in  exploration,  offshore  and  in  the 
tar  sands  of  the  Orinoco  Faja  belt.  We  have 
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"Yes,  he's  kind  of  a  jack-of -all-trades. 
What  gets  me  is  that  he's  master  of  them  all." 


Precious  few  of  us  do  everything  well, 
and  it's  a  pretty  rare  trait  among  copiers,  too.  In 
fact,  the  only  ones  we  know  of  that  can  do 
every  job  from  the  smallest  to  the  largest  with 
top  efficiency  are  called  Kodak  Ektaprint 
copiers. 

The  right  Kodak  copiers  in  the  right 
places  can  mean  more  productivity  for  you. 
And  we  offer  advanced  computer  analyses  to 
help  you  choose  the  right  mix,  with  the  right 
pricing  plans.  There  are  a  lot  of  copier  combi- 
nations to  choose  from,  with  even  more  on  the 


way! 


May  we  demonstrate? 


Write:  Eastman  Kodak  Company, 
CD3392,  Rochester,  N.Y.  14650. 


The  right  Kodak  copiers  in  the  right  places.  That's  versatility! 


Gouvea  cie  Bulhoes  of  Brazil 
"Now  the  bankers  are 
worried!  The  time  for 
them  to  have  worried 
was  when  they  were 
handing  out  loans  in 
thefirst  place." 


Duron  of  Brazil 
"From  1974  to  1979 
Brazil followed  a 
dangerous  strategy:  to 
make  the  economy 
grow  at  a  very  high 
rate  by  using  foreign 
debt." 


"Suppose  20%  to  25%  of  our  investments  were  crazy, 
megalomaniacal  The  other  75%  to  80%  were  good 
enough.  Some  of  our  seemingly  megalomaniacal 
investments  may  be  eaten  up  very  fast,  given  economic 
recovery— faster  than  one  might  imagine r 


spent  the  money  correctly,  and  our  explora- 
tions have  heen  successful — particularly" 
with  offshore  gas.  But  all  this  is  very  expen- 
sive. At  the  same  time  we  tried  to  do  too 
much  too  fast  in  other  areas  of  the  econo- 
my. During  the  oil  boom  years  we  decided 
to  quintuple  the  capacity  of  our  steel  indus- 
try and  the  same  in  petrochemicals,  but  we 
didn't  have  the  infrastructure  to  support 
that.  If  you  went  to  the  port  of  La  Guaira  in 
those  days,  you  could  see  maybe  50  or  60 
ships  at  anchor  just  waiting  to  be  loaded." 
Such  bottlenecks  inevitably  raised  the  cost 
of  capital  expansion  and  helped  prove  its 
undoing. 

Tlhe  bottlenecks  were  chiefly  caused  by 
time  pressures.  Here  the  banks  arc  partly 
to  blame.  They  acted  like  Santa  Claus.  And 
who  can  resist  the  old  fellow!1  Brazilian 
economist  Tulio  Arvelo  Duran  of 
FUNCEX,  a  think  tank  in  Rio  that  special- 
izes in  the  study  of  export  trade,  explains, 
"From  1974  to  1979  Brazil  followed  a  dan- 
gerous strategy:  to  make  the  economy  grow 
at  a  very  high  rate  by  using  foreign  debt.  So 
while  everyone  else  was  going  crazy  with 
the  oil  crisis,  Brazil  achieved  a  real  growth 
rate  of  7%  a  year." 

It  would  have  been  a  shrewd  strategy,  had 
it  not  been  for  Paul  Volcker  at  the  Federal 
Reserve  Bank.  Who  dreamed  the  U.S.  would 
push  an  anti-inflation  policy  so  hard?  The 
Brazilian  strategy  was  based  on  interest 
rates  that  were  essentially  negative,  but  un- 
der Volcker  the  rates  turned  highly  positive. 
"When  the  interest  rate  went  from  7%  to 
20%,  the  cost  of  our  debt  service  went  from 
$3  billion  to  $9  billion  because  we  had 
borrowed  on  escalating  rates  like  everyone 
else,"  says  Brazil's  Duran. 

Argentina  made  somewhat  worse  mis- 
takes, springing  in  part  from  its  Peronist 
heritage.  Federico  Carles  explains:  "In  Ar- 
gentina today,  state  participation  in  the 
economy  is  nearly  50%,  according  to  our 
best  estimates.  We  are  a  socialist  country 
without  even  knowing  it.  In  such  a  system 
you  cannot  be  strict  on  the  private  sector, 
which  you  can  control  through  monetary 
policy,  and  then  not  also  be  strict  with  the 
state-owned  sector — allowing  state-run 
companies  to  run  huge  deficits,  borrowing 
money  in  the  open  market,  competing  with 
the  private  sector  and  thus  driving  up  the 
interest  rates."  Once  an  economy  becomes 
highly  politicized — state-owned — it  be- 
comes increasingly  less  responsive  to  mar- 
ket forces. 

But  there  were  other  mistakes  that  result- 
ed from  mismanagement  and  corruption 


and  too  easy  money.  Carles:  "We  went 
through  a  period  when  the  Banco  Central 
didn't  investigate  too  deeply  the  morals  or 
abilities  of  people  who  were  trying  to  get 
into  the  financial  market.  So,  more  new 
banks  were  authorized  from  1977  on  than 
probably  was  wise.  This  resulted  in  a  lot  of 
bankruptcies  and  very  nearly  caused  a  seri- 
ous financial  panic  because  these  people 
were  not  bankers.  They  were  lending  the 
funds  mostly  to  their  own  companies,  or 
using  the  funds  of  the  public  to  create  new 
businesses,  all  of  which  forced  Banco  Cen- 
tral to  intervene  and  liquidate  some  of 
them." 

All  this  is  ancient  history  to  the  bankers. 
It's  the  repayment  of  loans  that  worries 
them.  The  bankers  get  little  sympathy  from 
men  like  Octavio  Gouvea  de  Bulhoes,  ac- 
knowledged father  of  the  erstwhile  "Brazil- 
ian miracle"  and  still  president  of  Rio's 
Gctulio  Vargas  Foundation.  "Now  they're 
worried,"  he  says  contemptuously.  "The 
time  for  them  to  have  been  worried  was 
when  they  were  handing  out  those  loans  in 
the  first  place." 

But  postmortems  are  not  enough.  Today 
the  question  is:  What  is  to  be  done  now? 
How  can  Brazil  possibly  cope  with  its  $83 
billion  external  debt  when  half  of  its  export 
earnings  are  eaten  up  by  its  oil  bill  and 
inflation  is  running  over  100%  a  year?  "If 
inflation  continues  at  100%,  I  am  sure  we 
will  have  a  crisis,"  Bulhoes  replies.  "But  if 
we  eliminate  inflation,  and  if  the  world 
economy  improves,  then  I  am  sure  that 
there  will  be  no  crisis  at  all,  and  that  in  two 
or  three  years'  time  we  will  have  an  econo- 
my that  will  vindicate  all  those  who  invest- 
ed in  Brazil." 

Bulhoes  recommends  an  immediate  end 
to  Brazil's  elaborate  system  of  govern- 
ment subsidies,  which  now  account  for  per- 
haps 40%  of  the  government  budget.  But 
most  doubt  that  this  is  politically  feasible. 
Like  the  leaders  of  many  other  developing 
nations,  they  are  pinning  their  hopes  on  a 
major  export  drive. 

What  worries  U.S.  bankers  every  bit  as 
much  are  things  like  the  upcoming  Argen- 
tine elections,  scheduled  for  Oct.  30.  Sea- 
soned Buenos  Aires  newspaper  editors  pre- 
dict "an  emotional  period"  of  six  years  or 
so,  under  either  the  front-running  Peronist 
party  or  the  Radical  party.  Might  this  not 
mean  repudiation,  not  just  by  Argentina  but 
by  a  cartel  of  debtor  nations? 

Hardly,  says  the  Argentine  right  wing: 
"We  either  abide  by  what  is  expected  of  us 
by  the  creditors,  or  we  have  to  repudiate  the 
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Why  Pan  Am 

Is  First 
Across  The  Pacific. 


rhe  Most 
Destinations. 

Back  in  1936  Pan  Am 
vas  the  first  and  only 
lirline  flying  the  Pacific, 
^nd  no  other  U.S.  air- 
ine  has  caught  up  to 
is  yet.  We  have  more 
lights  daily  from 
nore  cities  here  at 
lome  to  more  cities 
icross  the  Pacific.  All 
fou  need  is  one  air- 
ine,  one  ticket,  one 
>aggage  claim. 

Tokyo 

Osaka 

Hong  Kong 

Shanghai 

Beijing 

Singapore 

Manila 

Guam 

Sydney 

Melbourne 

Auckland 

Seoul* 

Taipei* 


The  Most  Nonstops. 

No  other  U.S.  airline  can  beat  our  nonstops.  We've 
got  54  a  week  from  New  York,  San  Francisco,  Los 
Angeles  and  Honolulu.  And  daily  flights  from  33 
other  U.S.  cities. 


First  With  Space  Seats. 

No  other  U.S.  airline  can  beat  our  fleet.  With  the  in- 
credible comfort  of  our  747 's  and  747SP's.  In  our  First 
Class  Space  Seat  you  can  stretch  all  the  way  out.  And 
there's  more  than  enough  space  around  you  to  create 
that  great  luxury,  privacy. 

The  business  traveler  enjoys  more  than  attentive 
treatment  in  Pan  Am's  Clipper®  Class.  There  are 
complimentary  drinks  and  headsets.  Room  to  think, 
room  to  work,  room  to  relax. 


Pan  Am 
WorldPass. 

The  Richest 
Frequent 
Traveler 
Program 

In  The 
World. 

No  other  airline  can 
beat  the  riches  of 
Pan  Am  WorldPass™ 
The  more  you  fly,  the 
more  upgrades  in 
class  of  service  and 
free  travel  you  receive. 
Fly  First  Class  and 
you're  credited  50% 
more  than  your  actual 
mileage.  Clipper  Class 
travel  earns  an  extra 
25%.  Which  brings 
you  much  closer  to  the 
ultimate  reward:  30 
days  of  unlimited  First 
Class  travel  for  two 
anywhere  in  the 
world  Pan  Am  flies?* 

For  reservations  and 
information  call  your 
Travel  Agent,  Corpo- 
rate Travel  Depart- 
ment or  Pan  Am. 


enence. 


^Service  commences  June  14,  subject  to  governments'  approval.  ^International  destinations 
subject  to  local  governments'  approval.  Schedules  subject  to  change  without  notice. 


Carles  of  Argentina 
"In  Argentina  state 
participation  in  the 
economy  is  nearly 
50% ,  according  to  our 
best  estimates.  We  are 
a  socialist  country 
without  knowing  it." 


"  The  one  thing  you  might  criticize  in  Brazilian 
strategy  was  that  we  were  tiying  to  do  too  many  things  at 
the  same  time  without  realizing  that  liquidity  could 
change  in  the  financial  markets  as  it  did. " 


debt,  jump  the  fence  and  go  to  somebody 
else,"  says  Carles  coolly.  Here  the  "some- 
body else"  is  code  for  Soviet  Russia.  "If  we 
repudiate  the  debt,  all  our  lines  of  credit 
would  be  cut  off,  and  our  imports  along 
with  them.  Somebody  else?  They  don't 
have  the  economic  power  to  provide  what 
Argentina  needs  today.  So  it  would  be  ridic- 
ulous. Besides,  there  is  no  political  party  in 
Argentina  that  is  communist-oriented.  The 
worst  I  can  imagine  is  a  Mitterrand  situa- 
tion: poor  handling  of  the  economy,  a  messy 
situation  of  trying  to  give  everyone  what 
everyone  asks  for. 

"You  know,"  Carles  continues,  with  a  sly 
smile,  "I  would  be  afraid  if  we  did  not  have 
all  that  external  debt.  Because  then  there- 
would  be  a  margin  for  making  mistakes 
without  the  threat  of  incurring  immediate 
consequences  that  would  be  felt  by  large 
sectors  of  the  country.  What  the  Interna- 
tional Monetary  Fund  has  required  of  Ar- 
gentina is  not  too  strict.  It  is  much  more 
lenient  than  it  was  20  years  ago.  It  knows 
the  country  cannot  bear  a  very  severe  reces- 
sion and,  therefore,  it  is  likely  to  be  flexible 
if  we  cannot  meet  the  objectives."  In  this 
context  Argentina's  foreign  debt  can  be  seen 
as  a  needed  brake  on  any  excesses  that 
"emotional"  populist  regimes  might  other- 
wise attempt. 

"If  Argentina  had  proper  monetary  and 
fiscal  policies,  everything  else  would  be 
easy  to  solve,"  says  newspaper  editor  Ro- 
berto Alemann,  the  widely  admired  minis- 
ter of  the  economy  under  the  military  Gal- 
tieri  regime  just  prior  to  the  Falklands  War. 
"Of  course,  you  have  to  have  a  president 
who  is  prepared  to  endure  all  the  screaming 
by  vested  interests.  My  approach  was  to 
reduce  the  deficit  in  the  budget,  control 
foreign  exchange  reserves  and  control  mon- 
ey creation  by  the  Central  Bank.  Only  when 
you  have  control  of  the  three  sources  of 
money  creation  can  you  think  of  building  a 
stable  economy.  I  brought  inflation,  as  mea- 
sured by  the  consumer  price  index,  down 
from  12%  a  month  in  January  to  3%  a 
month  in  May.  People  learn  very  quickly  to 
live  with  it.  Of  course,  many  debtors  were 
furious  with  me.  They  wanted  money  from 
me,  in  the  form  of  trade  credits  and  subsi- 
dies, every  hour  of  the  day.  The  labor 
unions  were  against  my  program;  so  were 
the  businessmen  and  the  politicians.  I  knew 
that.  I  just  didn't  listen  to  them.  I  just  said, 
'No,  my  deficit  is  this,  and  I'm  not  going  to 
change  it.'  If  I  had  been  allowed  to  stay  in 
office  without  a  war,  I  would  have  made  it. 
Just  by  not  giving  in  to  the  demands  for 
fresh  money.  That's  all.  You  should  do  the 
same  thing  in  the  U.S." 


Easier  said  than  done,  of  course,  but  say 
this  for  the  debt  crisis:  It  leaves  little 
choice.  Today's  money  markets  have  a  way 
of  vetoing  unwise  political  policies.  Ask 
Francois  Mitterrand. 

What  now,  South  America?  Somewhere 
between  the  unthinkable  Scylla  of  repudi- 
ation and  the  Charybdis  of  redlining  by  the 
big  international  banks  is  the  most  likely 
outcome.  That  still  leaves  the  big  question 
of  the  restraints  on  South  American  govern- 
ments' policies  that  all  that  foreign  debt 
will  inevitably  impose — a  question  now  be- 
ing studied  by  a  blue  ribbon  panel  of  U.S. 
business  and  government  leaders  sponsored 
by  the  Americas  Society.  Call  it  muddling 
through,  but  what's  wrong  with  muddling 
through?  Consider  the  alternatives. 

What  lessons  were  learned  from  the  great 
petrodollar  credit  binge  in  South  America? 
Brazil's  minister  of  the  economy,  Ernane 
Galveas,  puts  it  this  way:  "I  think  the  one 
thing  you  might  criticize  in  Brazilian  strate- 
gy was  that  we  were  trying  to  do  too  many 
things  at  the  same  time  without  realizing 
that  liquidity  could  change  in  the  financial 
markets  as  it  did.  The  capitalistic  world  is 
subject  to  these  ups  and  downs,  and  you 
never  know  at  what  part  of  the  cycle  you 
find  yourself.  So  if  you  invest  too  much  at 
one  point,  you  might  find  that  you  have  to 
pay  it  back  just  when  you  are  not  prepared 
to  do  it,  just  when  the  market  is  not  offering 
the  same  conditions  for  your  exports." 

Argentina's  Federico  Carles,  perhaps  out 
.of  wishful  thinking,  sees  the  crisis  as  a 
final  negation  of  Peronist  tenets:  "What  we 
have  learned  is  that  we  cannot  ignore  the 
rest  of  the  world,  that  we  have  to  be  inte- 
grated with  countries  that  are  able  to  give 
us  advanced  technology;  that  it  is  not  possi- 
ble to  substitute  for  imports  entirely;  that  if 
you  want  growth,  then  you  have  to  import, 
and  that  importing  means  lines  of  credit, 
which  means  reasonable  relations  with  for- 
eign banks." 

But  leave  the  last  word  to  I.  Hersz  Kahane 
of  Rio's  Emesa,  because  it  still  reflects  the 
current  beliefs  of  many  South  Americans: 
"With  all  the  problems  that  Brazil  has,  if 
there  is  in  this  world  a  place  where  you  can 
still  come,  settle,  and  if  you  bring  a  willing- 
ness to  work  .  .  .  very  few  places  have  as 
much  to  offer  as  Brazil.  When  I  first  came 
here  30  years  ago,  I  started  out  in  the  north 
of  Brazil  just  picking  up  cashew  nuts  that 
were  lying  on  the  street  and  sold  them  in 
the  marketplace.  There  are  still  a  lot  of 
cashew  nuts,  figuratively  speaking,  avail- 
able in  Brazil." 

In  the  last  resort,  those  figurative  cashew 
nuts  may  prove  the  bankers'  best  collateral. 
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Some  free  advice 


And  what  suggestions  would  these 
.same  South  Americans  have  to  give 
the  Reagan  Administration,  based  on 
their  own  painful  experience  over  the 
past  decade? 

"If  I  could  speak  to  President  Reagan, 
I'd  say  to  him  that  he  should  make  more 
effort  to  reduce  expenditures  on  wel- 
fare," says  Brazil's  Gouvea  de  Bulhoes.  "I 
would  also  urge  more  incentives  through 
income  tax,  as  he  is  inclined  to  do,  but 
relating  these  incentives  specifically  to 
investment  in  corporations. 

"I  think  the  main  cause  of  inflation  in 
the  U.S.  is  the  expenditures  on  the  wel- 
fare economy.  That,  too,  is  a  massive 
transfer  of  income  from  the  production 
sector  of  the  economy  to  the  consumption  sector.  And 
that  is  the  reason  productivity  is  declining  in  the  U.S. 
But  it  is  not  easy  to  cut  back  the  welfare  economy.  It 
could  bring  some  political  reaction,  so  you  must  be 
careful.  It  takes  time. 

"In  terms  of  corporate  incentives  for  investment,  the 
problem  in  the  U.S.  is  that,  if  you  buy  shares  in  a 
company,  you  face  double  taxation:  first  on  profits  and 
again  on  dividends.  I  would  say  that  the  dividends  you 
receive  from  buying  a  corporation's  new  shares — not 
the  old  ones — ought  to  be  exempt  from  corporate  tax. 
Taxes  on  those  dividends  should  only  be  paid  by  indi- 


Alemann  of  Argentina 


viduals.  This  permits  the  corporation  to 
increase  the  dividends  on  its  new  shares 
and  so  attract  new  equity.  After  some 
investment  is  made  by  the  corporation, 
the  exemption  might  be  extended  to  the 
old  shares,  too.  If  your  President  did  that, 
I'm  sure  he'd  recuperate  the  private  sec- 
tor of  your  economy  in  short  order." 

Argentina's  Roberto  Alemann  would 
be  equally  stern  on  U.S.  fiscal  policy. 
"If  I  were  your  Secretary  of  the  Trea- 
sury, I  would  reduce  the  deficit,"  he 
says.  "I  see  in  the  U.S.  a  very  substan- 
tial money-supply  expansion  through 
fiscal  deficits.  I  don't  see  any  correction 
of  it.  What  Mr.  Reagan  really  did  was 
  reduce  income  and  increase  expendi- 
tures. And  therefore  the  deficit  has  never  been  as  high 
as  it  is  now  in  the  U.S.  And  it's  the  Fed  that's 
financing  it.  You'll  have  to  adopt  indexation  if  you 
keep  it  up.  Cut  back  fiscal  deficits,  and  you  might 
have  a  small  reduction  in  the  standard  of  living  for  a 
while,  but  then  there  would  be  a  significant  increase. 
The  dollar  would  be  the  strongest  currency  in  the 
world.  You'd  have  long-term  money  to  invest.  But 
instead  you  will  go  down  the  other  road.  You  pump 
money  into  the  economy.  You  get  higher  prices.  Then 
you  index,  and  you  think  you  have  corrected.  But  you 
have  not."— G.S. 


Wire  into  the  business  circuit  in  San  Antonio. 


High-tech  industries  are  charging  into  the  future,  and  moving  to  San  Antonio  today.  Joining  companies  that  are  profit- 
ing in  San  Antonio,  such  as  Southwest  Research  Institute  Advanced  Micro  Devices  Tandy  Corporation  and  Datapoint. 
They  profit  from  the  high  productivity  of  an  energetic,  trainable  y/ork  force.  The  resources  offered  by  rune  colleges  and 
universities.  And  a  citywide  commitment  to  corporate  expansion  and  relocation.  Join  these  high-tech  companies  that 
mean  business  in  San  Antonio.  And  wire  into  a  winner.  .       .  . 

For  an  Executive  Summary  and  more  information,  contact 

Terry  Eritton.  President,  San  Anionic  Economic  Development  Foundation,  I  I  I  I  I  I 

P.O.  Box  1628.  San  Antonio  Texas  722%.  '512;  226-1394  "Il  l" 
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BREAKTHROUGH: 

ADD  SOUND  TO 

JET  ENGINES  TO  MAKE 

AIRPLANES  QUIETER. 

Two  airstreams  exit  from  a  jet  engine  in 
operation— a  hot,  fast  central  core  and  a 
cooler,  slower  outer  layer.  When  they  mix, 
they  become  chaotic.  This  turbulence 
causes  an  unpleasant  low-frequency  rumble. 

We're  finding  new  ways  to  control  the 
turbulence  by  adding  sound  to  smooth  the 
flow.  The  smoother  the  flow,  the  quieter  the 
airplane.  The  gentle  symmetry  you  see  here 
could  mean  a  quieter  ride  in  the  future- 
quieter  for  the  people  aboard  the  plane, 
quieter  for  the  people  on  the  ground  below. 

We're  making  breakthroughs  not  only  in 
aerospace  but  also  in  health  care,  informa- 
tion processing  and  energy. 

We're  McDonnell  Douglas. 


O/Vj 


Expand  in  adversity,  the  bromide  goes. 
That's  just  what  Airow  Electronics  did.  The 
payoff  may  come  soon. 


Phoenix 


By  Robert  McGough 


On  Dec.  4,  1980  a  fire  at  Stouffer's 
Inn  in  Harrison,  N.Y.  killed  26 
people.  Thirteen,  among  them  Chair- 
man B.  Duke  Glenn  and  Executive 
Vice  President  Roger  Green,  were  ex- 
ecutives of  Arrow  Electronics,  a  $404 
million  electronics  parts  distributor. 
The  tragedy  left  Arrow 
with  an  unfinished  growth 
plan  and  almost  no  time  to 
prepare  for  the  worst  re- 
cession in  the  history  of 
electronics.  John  Waddell, 
also   an   executive  vice 
president,  dealt  with  it  all. 
It  would  have  been  under- 
standable   had  Waddell 
chosen  to  retrench.  He 
chose    instead    to  hold 
course.  In  1982  Arrow's 
overall    sales    grew  by 
14.8%  and  its  electronics 
parts  sales  by  22%,  against 
an  industry  average  of  only 
6%.  Arrow  cracked  the 
huge  Los  Angeles  market. 
But  there  was  hell  to  pay 
on  the  bottom  line.  Arrow 
lost  $1.19  a  share. 

Waddell,  45,  is  an  intro- 
spective man,  a  photo- 
graph collector,  but  his 
voice  gets  steely  discuss- 
ing 1982.  "I  decided  to  play  Arrow  Elect) 
guts  ball  and  to  stare  this  "J  decided 
recession  in  the  face,"  he 


33,000  small  industrial  parts  users 
and  manufacturers  such  as  Intel  and 
Texas  Instruments,  who  shun  little 
orders.  Yet  the  proliferation  of  small, 
technologically  advanced  manufac- 
turers has  given  the  distributors  a  big- 
ger share  of  the  market  pie. 

"It's  an  industry  full  of  old  peddlers, 
guys  that  started  out  with  their  own 


onics  Chairman  and  Pi 
to  play  guts  ball." 


dent  fobn  Waddell 


says.  That's  a  Waddell  few  had  seen 
before.  "A  lot  of  people  thought  he  was 
a  lightweight,"  a  trade  reporter  says. 

Electronics  may  imply  advanced 
technology,  but  electronics  distribu- 
tion, with  a  ten-year  compounded  an- 
nual growth  rate  of  14%,  is  far  from 
that.  Instead,  it's  a  commodity  busi- 
ness. Distributors  try  to  buy  cheap 
and  sell  dear  as  middlemen  between 


shop  selling  electrical  products,"  says 
William  Pade,  a  McKinsey  &  Co.  con- 
sultant. It's  also  an  industry,  like 
commodities  speculation  itself,  in 
which  you  can  fritter  away  a  lot  of 
money  to  gain  a  winning  position,  and 
Arrow's  strategy  has  been  to  gain  that 
position.  The  fastest-growing  distrib- 
utor in  the  past  ten  years,  Arrow  has 
become  the  biggest  in  the  business, 


next  to  $1.1  billion  Avnet,  Inc. 
"We've  been  growth-oriented  at  the 
expense  of  most  other  consider- 
ations," Waddell  says. 

But  it's  hardly  growth  for  growth's 
sake.  Only  the  big  boys,  the  argument 
goes,  will  share  much  of  an  imminent 
windfall  in  electronics  parts  profits. 
"Our  theory  was  that  the  game  of 
musical  chairs  would  end,"  says  Wad- 
dell. "I  think  we're  seeing  that  now." 

To  expand  and  secure  its  growth, 
Arrow  ran  up  a  lot  of  debt  in  order  to 
finance  streamlined  warehousing  and 
inventory  control  and  insure  faster 
deliveries  that  help  it  win  business 
from  competitors.  But  the  biggest 
competitive  assault  was  on  the  Los 
Angeles  market.  Some  of  the  compe- 
tition gripes  about  Arrow's  "brutal 
pricing."  Translation:  Arrow  won 
business.  Having  expanded  and  im- 
pressed Wall  Street,  Waddell  raised 
some  $27  million  in  new  equity  cap- 
ital, shrinking  a  burdensome  debt-to- 
equity  ratio  by  more  than  half,  to  1.4- 
to-1,  after  paying  off  debt  to  save  $3 
million  in  yearly  interest.  Beautifying 
the  balance  sheet  also  regained  Arrow 
the  use  of  its  entire  $60  million  line  of 
bank  credit  for  future 
needs. 

Wall  Street  turned 
sweet  on  distributor 
stocks  two  years  ago, 
touting  them  as  unex- 
ploited  plays  on  the  elec- 
tronics business,  unlike 
manufacturers  such  as 
Motorola  or  TI.  Conven- 
tional wisdom  now,  says 
analyst  Harry  Rosenthal 
of  Bear,  Stearns.  But  insti- 
tutional sheep  keep  their 
heads  turned  toward  lead- 
er Avnet  ("The  coward's 
way  to  buy  the  industry," 
says  a  New  York  money 
manager).  Second-tier  dis- 
tributors such  as  Arrow 
may  attract  more  atten- 
tion soon  as  the  bull  mar- 
ket overvalues  obvious 
picks  in  favored  indus- 
tries. But  Arrow's  lever- 
age, shrunken  as  it  is, 
worries  some  stock  pick- 
ers. And  a  lead-refining 

  subsidiary  that  had  helped 

finance  growth  has  lost  ground  lately. 
Waddell  is  aware  of  the  skepticism. 
"Our -strategic  exercise  for  a  decade 
has  been  to  get  position,"  he  says.  "It 
cost  us  a  lot  of  time,  money  and  aggra- 
vation." After  the  fire,  he  says,  "the 
overwhelming  reality  in  my  life  was 
that  I  had  a  job  to  do.  Now  it's  time  to 
turn  our  attention  to  cashing  in  on  a 
ten-year  investment."  ■ 
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Mergers 
And 
Divestitures: 


The 


Growth  atrate 


H  It  I 


By  Edward  T.  OToole 

The  old-timer  asks,  "Why  Mer- 
gers and  Divestitures?  What  was 
wrong  with  Mergers  and  Acquisi- 
tions —  or  M  and  A,  as  we  used 
to  say?" 

Get  with  it,  old-timer.  Maybe 
thirty,  or  twenty,  or  even  ten  years 
ago,  Mergers  and  Acquisitions  was 
okay.  Then,  the  great  majority  of 
corporate  combinations  originated 
as  gentlemanly  agreements  where- 


by two  companies'  total  resources 
would  be  merged. 

M  and  A  was  okay,  then.  Now? 
Almost  40%  of  the  action  this  year  is 
expected  to  originate  as  the  planned 
selling  of  a  division  or  subsid- 
iary that  hasn't  met  the  parent 
company's  profit  expectations;  or 
possibly  it  doesn't  fit  into  new  devel- 
opment plans. 

Ergo,  Mergers  and  Divestitures, 
or  M/D. 

Although  the  business  of  buying 
or  selling  corporate  assets  in  whole 


or  in  part  is  widely  regarded  as  a 
latter-day  phenomenon,  actually  it's 
been  a  dynamic  part  of  U.S.  eco- 
nomic growth  for  well  over  a  cen- 
tury. The  pools  and  trusts  that  grew 
out  of  corporate  combinations  in  the 
19th  century  were  outlawed  later  on. 
But  they  were  the  forerunners  of  the 
continuing  consolidation  of  a  large 
number  of  small  companies  into  a 
small  number  of  large  companies. 
This  was  a  common  characteristic 
in  the  evolution  of  all  our  basic 
industries. 


Wall  Street's  View  of 
the  Intermarket 

LI 

1111 

LI 

"Intermarket"  is  a  buzzword 
making  the  rounds  these  days 
among  the  major  investment 
banks,  the  biggest  M/D  deal- 
makers.  Intermarket  refers  to  the 
simultaneous  acquisition/divesti- 
ture activity  that  characterizes  the 
latest  evolutionary  development 
in  corporate  growth. 

All  the  big  Wall  Street  firms 
provide  a  full  range  of  M/D  serv- 
ices, and  they're  all  prepared  to 
comment  on  all  aspects  of  the 
intermarket.  Here  is  a  cross-sec- 
tion, arranged  alphabetically,  of 
their  individual  views  on  inter- 


market trends: 

A.G.  Becker  (Barry  Friedberg): 
"Corporate  restructuring  will 
continue  to  be  a  main  theme  of 
mergers  and  divestiture  activity 
this  year,  as  it's  been  in  the  past 
year  or  two.  There  will  be  increas- 
ing emphasis  on  corporate  strat- 
egy, and  we'll  see  much  more  of  a 
commercial  rationale  for  these 
transactions  than  ever  before. 
Previously,  there  had  been  more 
of  a  financial  orientation  to  these 
deals.  Corporations,  those  in  the 
U.S.  and  those  abroad,  are  re- 
garding themselves  as  competi- 
tors in  the  global  marketplace. 
These  internationally  oriented 
companies  are  getting  rid  of 
things  in  their  portfolio  that  don't 
make  competitive  sense  and  are 


acquiring  assets  that  will  make 
them  more  effective  competitors" 
Dean  Witter  Reynolds  (John 
Hall/Roger  Kahn):  "We're  an 
across-the-board  firm  in  the  M/D 
market,  but  one  sector  with  a 
great  potential  for  us,  because  of 
our  nationwide  branch  system,  is 
the  private-seller  area.  Our  6,000 
account  executives  have  de- 
veloped close  relationships  with 
many  owners  of  privately  held 
businesses.  When  they  want  to  go 
public,  they  often  consult  with 
our  registered  reps  on  the  best 
ways  and  means.  We  have  a  full 
staff  of  M/D  experts  at  headquar- 
ters in  New  York,  as  well  as  corpo- 
rate finance  officers  in  our  re- 
gional locations.  We  provide  the 
complete  package  of  services  to 
take  the  private  owners  public." 


E.F.  Hutton  (Pete  Chiappetta): 
"The  real  estate  sector  will  con- 
tinue to  come  back  very  strong. 
This  applies  particularly  to  the 
REITs  (real  estate  investment 
trusts).  A  lot  of  them  are  in  excel- 
lent financial  condition.  Since  the 
collapse  of  the  market  in  1974, 
they've  sold  off  their  marginal 
assets.  Their  cash  flow  is  very 
sound,  particularly  with  the  re- 
bound of  the  housing  market  and 
the  overall  improvement  in  the 
economy.  We  expect  to  be  very 
active  in  this  burgeoning  part  of 
the  M/D  market  as  in  the  other 
areas." 


The  life  of  a  successful  corporate 
CEO  is  much  tougher  than  it  would 
appear  to  be  at  first  glance.  Sure,  the 
chief  gets  a  lot  of  perks:  the  limo, 
the  country  club,  the  stock  options, 
the  fat  expense  account,  the  staff 


First  Boston  (Joe  Perella):  "The 
M/D  market  is  a  creature  of  the 
stock  market  in  many  ways.  With 
the  stock  market  so  robust,  we're 
seeing  a  swing  to  securities  in 
financing  many  of  these  deals. 
Back  in  the  Sixties,  when  the  stock 
market  was  really  booming,  the 
use  of  stock  as  currency  in  a  deal 
was  so  attractive  that  the  reliance 
on  cash  was  down  to  20% .  It  may 
never  get  that  low  again,  although 
it's  going  to  be  much  lower  than 
the  50%  ratio  of  cash-to-securities 
in  recent  years,  especially  if  the 
stock  market  continues  to  rise." 

Goldman  Sachs  (Steve  Fried- 
man/Jeff Boisi):  "We  had  a  record 


experts  at  beck  and  the  outside  con- 
sultants on  call. 

But  a  CEO  of  a  publicly  owned 
company  also  must  be  prepared  to 
take  the  risks  that  go  with  the  re- 
wards. Whether  it's  General  Electric, 
Sergeant  Electric  or  Private  Electric,  a 
successful  business  organization  to- 
day must  have  a  flexible  game  plan 
for  coping  with  accelerated  change 
in  a  time  of  economic  uncertainty 


year  last  year,  although  I  under- 
stand other  firms  may  have  seen 
their  merger  business  decline. 
Our  business  is  generally  equally 
divided  on  the  buy  side  and  sell 
side.  There's  been  a  significant 
increase  in  divestitures  in  the  past 
year.  Another  major  trend  has 
been  in  the  reduction  of  the  giant 
oil  company  deals.  There  has 
been  considerable  activity,  how- 
ever, in  less  than  mega-size  oil 
company  transactions.  Other  in- 
dustries —  for  example,  insurance 
and  banking  —  have  been  very 
active,  reflecting  the  increase  in  the 
financial-services  area,  generally" 


and  intensified  competition. 

Top  management  must  contin- 
ually update  its  answers  to  four 
relentless  questions: 

Where  is  our  organization 
today? 

Where  do  we  want  it  to  be 

tomorrow? 
How  will  we  move  it  from  here  to 

there? 

How  do  we  stay  in  the  driver's 
seat  during  the  trip? 

There  is  no  final  set  of  answers  to 
these  questions,  no  enduring  strat- 
egy for  corporate  growth.  In  the 
tough  competitive  business  world, 
corporate  decision-makers  confront 
a  chilling  reality:  "Success  is  never 
final,  although  failure  can  be  fatal." 

Why  do  some  companies  grow 
and  prosper  while  others  wither  and 
die?  The  answer  is  very  simple  —  and 
immensely  complicated.  Business 
organizations,  above  all  else,  are 
composed  of  human  beings  joined 
in  a  common  effort.  Business  suc- 
cess —  or  failure  —  always  will  reflect 
human  success  or  failure.  The  en- 
during challenge  doesn't  change: 
the  imperative  of  reconciling  the 
need  for  continuity  with  the  need  for 
change. 


Sound  M/D  Strategy 
Required 

1  t  1  t  t  t 


To  meet  this  challenge  suc- 
cessfully, the  corporate  CEO  must 
have  a  sound  M/D  strategy.  He  must 
resist  the  urge  to  acquire  merely  for 


This  announcement  appears  as  a  matter  of  record  only 


Commonwealth  Theatres  Holdings,  Inc. 

(A  newly  formed  company  owned  by  CM  Capital  Corporation  and 
senior  management  of  Commonwealth  Theatres.  Inc.) 


has  acquired  in  a  leveraged-buyout  transaction 


Commonwealth  Theatres,  Inc. 


The  undersigned  arranged  this  transaction. 

CARL  MARKS  &  C<>  TNC. 

April  26.  1983 


The  Girard  Company 


has  merged  into 


Mellon  National  Corporation 


We  initiated  this  transaction  and  acted  as  financial  advisor  to 
Mellon  National  Corporation  and  The  Girard  Company. 


Goldman,  Sachs  &  Co. 

New  York     Boston     Chicago     Dallas  Detroit 
Houston     Los  Angeles     Memphis  Miami 
Philadelphia     St.  Louis     San  Francisco 
London     Tokyo  Zurich 

April  19.  1983 


Boston  and  Kidder  Peabody  t  ed  for 
third  with  seven  deals  each.  Lehman 
Bros  indicated  it  had  Initiated l  otOy  on* 
of  the  deals  It  advertised  while  wither 
Morgan  nor  Salomon  Indicated  they  had 
initiated  any  of  their  deals. 

A  reRlonal  firm  and  a  bank  both 
missedg  the  top  18  on  °^ 

e2erin^=s^f 

'est  ratio  of  Initiated  to  total  deals. 
.  initiating  five  of  Its  six  deals,  ana  ^ 
^Sng  in  at  fifth  place  on  them^e« 

ran' 
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WHO? 

You  may  not  know  us.  Now.  But 
you  will  soon.  Because  while  some 
brokerage  and  bank-based  M&A 
firms  have  been  looking  the  other 
way,  we've  been  putting  together 
some  very  sweet  deals.  In  a  survey 
recently  conducted  by  Institutional 
Investor.  Financo  ranked  in  5th 
place  for  M&A  activity  based  on 
the  number  of  deals  initiated  in 
1982.  And,  because  we're  an 


independent  mergers  and  acquisi- 
tion firm,  we  can  offer  the  kind  of 
personalized  service  the  other  firms 
can't.  Now  that  you  know  who,  we 
invite  you  to  find  out  how. 

For  more  information,  contact 

Gilbert  W.  Harrison  at  (215)  568-7991. 


.{■iiaiH'o,inc. 


1700  Market  Street.  Philadelphia,  PA  19103 
345  Park  Avenue.  New  York.  NY  10154 


Kidder  Peabody  (Marty  Siegel/ 
Pete  Goodson):  "There  will  con- 
tinue to  be  hostile  transactions, 
particularly  in  the  form  of  proxy 
rights.  In  the  past  five  quarters, 
raiders  have  been  successful  in 
75%  of  the  unsolicited,  unnegoti- 
ated  deals.  Right  now,  raiders  are 
waiting  to  see  what  kind  of  shark 
repellent  stockholders  will  be 
putting  into  corporate  charters  at 
annual  meetings.  In  March  alone, 
50  companies  announced  pro- 
posed charter  modifications. 
These  included  staggered  boards 
of  directors,  fair-price  provisions 
and  majority-vote  changes.  Raid- 
ers may  be  concentrating  their 
efforts  on  smaller  capitalized 
companies  where  they  can  get  a 
foothold  with  a  lower  investment 
of  funds  and  where  the  shark 
repellent  may  not  be  so  virulent." 

Lehman  Brothers  (Dick  Bing- 
ham): "Our  business  has  been 
really  rolling  right  along.  We've 
done  43  transactions  with  a  total 
dollar  value  of  $8.7  billion  during 
the  past  six  months,  compared 
with  29  transactions  for  $4.3  bil- 
lion in  the  same  period  i  year 


earlier.  Divestitures  have  been  a 
major  source  of  this  increased 
activity.  Our  clients  have  had  the 
opportunity  to  monitor  the  opera- 
tions of  their  divisions  and  sub- 
sidiaries over  a  full  economic  cy- 
cle in  the  past  few  years.  In  many 
cases,  they  are  sharpening  their 
corporate  strategies  by  divesting 
operations  in  order  to  concentrate 
on  the  most  promising  growth 
areas." 

L.F.  Rothschild  (Susan  Lipton/ 
Katherine  Watts):  "Our  firm  is 
recognized  as  having  special  ex- 
pertise in  high  technology,  and 
our  M/D  business  is  more  concen- 
trated in  this  industry  than  in  any 
other.  The  future  will  see  a  dra- 
matic increase  in  M/D  in  high 
technology  as  more  and  more 
companies  make  hi-tech  acquisi- 
tions to  improve  productivity. 
Others  will  want  to  add  hi-tech 
dimensions  to  their  businesses  in 
order  to  expand  into  higher 
growth  industries.  We'll  be  doing 
an  increasing  number  of  these 
deals  as  well  as  continuing  to 
work  with  firms  like  GE  and  West- 
inghouse  in  their  M'D  programs." 


the  sake  of  becoming  bigger.  He 
must  keep  his  head  when  those 
about  him  seem  to  be  losing  theirs. 
This  was  often  the  case  during  the 
frenzied  go-go  years  of  the  Sixties. 

According  to  W.  T.  Grimm  &  Co., 
the  Chicago-based  chronicler  of 
merger  deals  for  more  than  30  years, 
the  record  total  of  M/D  transactions 
in  any  one  year  was  set  in  1969.  The 
6,107  total  then  compares  with  2,346 
in  1982.  The  average  price/earnings 
ratio  paid  for  acquisitions  in  the 
Swinging  Sixties  far  exceeded  any- 
thing since.  In  1968,  the  ratio 
averaged  24. 6x;  currently,  it's  been 
running  between  14x  and  15x. 

Of  course  the  purchase  price  itself 
has  been  much  higher  in  recent 
years.  That  ole  debbil  inflation  has 
been  one  reason;  the  increasing  size 
of  the  entities  involved  in  the  deals 
has  been  another.  In  the  Sixties, 
despite  the  greater  number  of  trans- 
actions, a  big  year  in  terms  of  the 
total  dollar  value  of  transactions  was 
anything  above  $40  billion.  The  dol- 
lar-value record  for  all  time,  accord- 
ing to  Grimm,  was  the  $82.6  billion 

in  1981. 

Last  year,  the  aggregate  figure 
was  $53.8  billion,  a  decline  of  35%, 
although  the  number  of  transactions 
was  off  only  27c .  The  sharp  drop  in 
the  total  dollar  value  of  transactions 
in  1982  was  due  largelv  to  the  waning 
number  of  megadeals,  i.e.,  those  of 
$1  billion  or  more.  The  drop  in  the 
billion-dollar  big  hits  in  turn  re- 
flected the  retreat  of  the  giant  oil 
companies  to  the  sidelines. 


It  seemed  cagey  to  invest  in 
proved  oil  reserves  when  the  price  of 
a  gallon  of  gas  looked  as  though  it 
would  be  pushing  through  $2.00  or 
more  at  the  pump.  And  when  the 
price  of  other  petroleum  products 
also  seemed  to  have  a  permanent 
slot  on  the  up  escalator.  At  a  time 
when  exploring  for  new  oil  cost  $12  a 
barrel,  proved  reserves  at  $7  per 
barrel  looked  like  a  great  buy  to  the 
big  producers. 
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If  you  would  like  to  discuss  how  Salomon  Brothers  Inc  can  help  you  in  this  area,  please  call 
Jay  F.  Higgins,  Managing  Director,  or  Roger  W.  Miller,  Managing  Director,  at  (212)  747-7000. 
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Vomers  and  Acquisitions 
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38  30  12 


Goldman  Sachs 
First  Boston 


Lehman  Brother* ,ICi*«lo^    31    24  10 

1  Goldman  Sachs  19     22  5_ 

1  First  Boston 

LI 


Number  of  Divestitures. 


Lehman  Brothers  KuhnLoeb 

Goldman  Sachs 


Leadership  cannot  be  reduced  to  numbers  alone. 
But  statistics  do  make  an  important  statement  about  a 
firm's  performance  and  capabilities. 

As  the  evidence  here  shows,  Lehman  Brothers  Kuhn 
Loeb  is  a  leader  in  Mergers  and  Acquisitions.  A  consistent 
leader.  Not  just  for  this  year  or  last— but  for  three  consec- 
utive years. 

These  numbers  are  conservative.  The  figures  of  the 
authoritative  publication,  Institutional  Investor,  show 
Lehman  Brothers'  1982  performance  to  be  even  stronger. 
And  Corporate  Financing  Week  ( 1/31/83 )  said  "For  the 
third  year  in  a  row,  Lehman  Brothers  is  first  in  our  count 
of  Merger  and  Acquisition  tombstones  placed  in  The  Wall 
Street  Journal. . ."  In  the  past  three  years, 
Lehman  Brothers  completed  144  of  these 
transactions— more  than  any  other  firm  — 
for  an  average  of  nearly  one  a  week,  ranging 
from  less  than  $10  million  to  over  $4  billion. 

By  almost  any  set  of  numbers,  the  three 
firms  represented  here  are  the  clear  leaders. 
But  leadership  must  be  measured  in  more 
than  just  numbers.  It  must  be  measured  in 
how  an  investment  bank  helps  its  clients 
achieve  their  objectives.  In  no  area  is  this 
more  true  than  corporate  Divestitures. 

Divestitures  — 
Unquestioned  Leadership 

Lehman  Brothers'  leadership  in  Divest- 
itures, by  any  measure,  is  unequalled.  While 
we  are  proud  of  all  our  Divestiture  trans- 
actions, and  would  be  pleased  to  discuss  any 
of  those  where  we  are  authorized  to  do  so, 
the  following  four  of  our  more  visible  case 
studies  underscore  this  leadership  in  no 
uncertain  terms. 

Burlington  Northern 

Burlington  Northern  decided  to  sell  its 
highly  successful  air  freight  forwarding 
subsidiary  because  it  did  not  fit  BN's  long 
term  strategy.  Confidentiality  was  critical,  so 
Lehman  Brothers  identified  and  contacted 
a  limited  number  of  likely  buyers.  Despite 
this  confidential  process,  we  were  able  to 
create  a  competitive  environment  which 
resulted  in  a  cash  price  of  $177  million. 
This  was  almost  six  times  its  book  value  and 
exceeded  the  expectations  of  most  industry 
observers. 

Chrysler  Corporation 

Chrysler  decided  to  divest  its  Chrysler 
Defense  Division  — which  is  the  only  man- 
ufacturer of  tanks  for  the  U.S.  Army —  in 
order  to  raise  cash  and  to  indicate  to  the 
financial  and  business  communities  that  it 
was  concentrating  its  resources  in  its  auto- 
mobile business.  Lehman  Brothers  iden- 


tified 25  qualified  prospects  and  managed 
the  sales  process  so  that  potential  buyers 
were  competing  with  each  other  for  Chrysler 
Defense.  This  turned  Chrysler  into  a 
"strong"  seller,  even  given  its  weakened 
financial  position  at  that  time.  Chrysler 
Defense  was  sold  for  $336  million.  That 
figure  was  substantially  above  its  book  value. 
Chrysler  now  has  a  cash  position  of  $1  billion. 

CSX  Corporation 

CSX  decided  to  sell  its  Florida  Publish- 
ing subsidiary.  Lehman  Brothers  used  a 
divestiture  tactic— a  two-step,  sealed-bid 
auction  — never  before  used  to  sell  a  news- 
paper. Each  major  newspaper  organization, 
in  the  U.S.  and  abroad,  was  contacted  to 
participate.  This  procedure  netted  CSX  one 
of  the  highest  prices  ever  bid  for  a  single 
newspaper. 

International  Harvester 

International  Harvester  critically 
needed  working  capital.  The  Company  re- 
tained Lehman  Brothers  to  help  it  sell  four 
separate  businesses  — The  Solar  Turbines 
International  Division,  IH's  construction 
equipment  business,  The  Association  Life 
Insurance  Company,  Inc.  and  IH's  29%  in- 
terest in  Steiger  Tractor,  Inc.  Employing  a 
variety  of  divestiture  techniques,  we  con- 
tacted a  world-wide  spectrum  of  potential 
buyers  and  ultimately  sold  these  businesses 
to  four  different  buyers.  As  a  result,  Inter- 
national Harvester  raised  over  $600  million 
in  cash  — far  more  than  IH  management 
had  expected. 

The  message  is  clear.  In  Divestitures  — 
in  all  Merger  and  Acquisition  areas  — 
Lehman  Brothers  gets  the  tough  ones  done. 
A  team  of  seven  Managing  Directors  works 
exclusively  in  Mergers  and  Acquisitions. 
This  group,  in  tandem  with  the  firm's  in- 
dustry and  international  specialists,  can 
show  you  what  lies  behind  the  numbers. 
Who  really  leads  in  Mergers,  Acquisitions 
and  Divestitures?  Lehman  Brothers. 


Who  gets  the  tough  ones  done? 

More  than  likely  it's 
Lehman  Brothers 


m  mm 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

55  Water  Street,  New  York,  NY  10041  /  (212)558-1500 


irris  Corporation 


has  sold  its 


Printing  Equipment  Sector 


to 

Harris  Graphics  Corporation 


a  newly  formed  company 
organized  by 


Clayton  &  Dubilier,  Inc. 


The  undersigned  initiated  the  transaction,  assisted  in  the  negotiations 
and  acted  as  financial  advisor  to  Harris  Corporation. 


Kidder,  Peabody  &  Co. 

Incorporated 


But  that  rationale  assumed  there 
would  be  continuing  price  increases 
in  final  products.  The  double 
whammy  of  a  significant  cut  in  the 
inflation  rate,  plus  a  huge  increase  in 
output  from  the  North  Sea,  Alaska 
and  other  non-OPEC  sources,  have 
dulled  the  former  brio  of  oil-related 
acquisitions. 

Not  that  the  oil  burner  has  been 
completely  turned  off.  But  the  pace 
and  size  of  the  deals  certainly  has 
diminished.  In  April,  Jim  Mahoney's 
weekly  newsletter,  "Corporate  Ac- 
quisitions," reported: 

Now  that  the  competitive 
hordes  of  acquirers  have  disap- 
peared from  the  oil  fields  and 


acquisitions  have  been  marked 
down,  the  bolder  breed  of 
acquirers  are  picking  and 
choosing  among  oilfield 
opportunities. 


Talk  to  the  Wall  Street  dealmakers 
and  you  find  they've  been  spending 
a  lot  of  time  helping  their  clients 
defend  themselves  against  preda- 
tory raids  as  well  as  developing  M/D 
strategy.  They  make  clear  to  nervous 
CEOs  that  companies  set  themselves 
up  as  takeover  targets  when  their 


stock  sells  significantly  below  book. 
And  when  the  stock  market  is 
staggering  around  aimlessly,  as  it 
was  before  the  current  rally  began 
last  summer,  you  can  bet  unan- 
nounced and  uninvited  takeover 
moves  will  materialize,  like  hungry 
wolves  around  a  crippled  moose. 

The  investment  bankers  often 
help  their  clients  mount  and  manage 
a  two-pronged  defensive  strategy. 
One  objective  is  sharpening  and 
shaping  the  client's  business  in  ac- 
cordance with  its  current  growth 
blueprint;  the  other  objective  is  to 
help  the  client  strengthen  and  main- 
tain control  of  its  business  in  an  era 
when  everything  seems  to  be  up  for 


RANKING  MEGADEALS:  1981-82 

DuPont 

First  Boston 

Conoco 

Morgan  Stanley 

1981 

$7,215 

U.S.  Steel 

Goldman  Sachs 

Marathon  Oil 

First  Boston 

1981 

6,618 

Connecticut  General 

Goldman  Sachs, 
Lazard  Freres 

INA  Corp. 

Goldman  Sachs; 
Lehman  Brothers 

1981 

4,218 

Occidental  Petroleum 

Donaldson  Lufkin 
Jenrette;  Goldman 
Sachs 

Cities  Service 

First  Boston, 
Lehman  Brothers 

1982 

4,202 

Norfolk  &  Western 

Dillon  Read 

Southern  Railway 

Morgan  Stanley 

1982 

2,900 

Elf  Aquitaine 

Salomon  Bros., 
Lazard  Freres 

Texasgulf 
(65%) 

Morgan  Stanley 

1981 

2,742 

Seagram 

Shearson  Loeb 
Rhoades,  Lazard 
Freres 

Conoco 

Morgan  Stanley 

1981 

2,552 

Kuwait  Petroleum 

Salomon  Bros., 
Morgan  Guaranty 

Santa  Fe  Intl. 

First  Boston 

1981 

2,501 

Fluor 

Lehman  Brothers 

St.  Joe  Minerals 

Smith  Barney, 
First  Boston 

1981 

2,343 

Standard  OU  (Ohio) 

Goldman  Sachs 

Kennecott 

Morgan  Stanley 

1981 

1,768 

Dome  Petroleum 

Shearson  Loeb 
Rhoades 

Hudson's  Bay 

Morgan  Stanley 

1981 

1,675 

R.  J.  Reynolds 

Dillon  Read 

Heublein 

Goldman  Sachs 

1982 

1,621 

American  General 

First  Boston 

NLT  Corp. 

Morgan  Stanley 

1982 

1,500 

Dome  Petroleum 

Shearson  Loeb 
Rhoades 

Conoco 

Morgan  Stanley 

1981 

1,430 

Baldwin-United 

Merrill  Lynch, 
MacDonald  &  Co. 

MGIC  Investment 

Goldman  Sachs 

1981 

1,200 

Bendix  Corp. 

Salomon  Bros., 
First  Boston 

Martin  Marietta 

(70%) 

Kidder  Peabody 

1982 

1,194 

Allied  Corp. 
(From  Bendix) 

Lehman  Brothers 

Martin  Marietta 

(70%) 

Kidder  Peabody 

1982 

1,194 

SmithKline 

Merrill  Lynch 

Beckman  Instruments 

Blyth  Eastman 

1981 

1,020 

grabs. 

The  toughest  decision  usually  is 
determining  which  assets  should  be 
sold.  Some  corporate  decision- 
makers regard  it  as  similar  to  decid- 
ing which  child  should  be  tossed  off 
the  back  of  the  sled.  Making  acquisi- 


tion, consolidation  or  joint  venture 
decisions  is  easier.  But  it's  also 
riskier,  since  frequently  it  involves 
heading  into  unfamiliar  territory. 

One  of  the  most  difficult  elements 
in  overall  M/D  strategy  is  timing. 
The  CEO  burdened  with  a  lagging 


p/e  because  of  unprofitable  or  unsuit- 
able assets  can't  sell  too  much  too 
soon.  If  he  doesn't  buy  something 
else  at  pretty  much  the  same  time, 
he'll  accumulate  too  much  cash  and 
the  wolves  will  begin  circling  the 
camp  fire. 

Ideally,  then,  a  sound  M/D  pro- 
gram functions  optimally  when  buy- 
side  and  sell-side  plans  are  closeiy 
synchronized  and  implemented.  For 
the  CEO  to  attempt  this  on  his  own, 
it  would  be  no  more  difficult  than 
running  in  opposite  directions  at  the 
same  time.  And  that's  one  reason 
why  Wall  Street  probably  earns 
every  dollar  it  gets  from  Main  Street 
—  and  we're  talking  big  bucks  here, 
pardner  — in  M/D  fees. 


Working  up  defense  strategies 
with  clients  has  been  a  really  neat 
growth  industry  for  investment 
bankers  in  recent  years.  Besides 
being  an  effective  revenue-produc- 
ing tool,  defense  planning  also  has 
created  such  colorful  idiom  as: 

Shark  Repellent:  The  various 


Merrill  Lynch  (Ken  Miller): 
"The  leveraged  buyout  market  is 
now  huge  and  growing.  It 
reached  $4  billion  in  1982  and  is 
increasing  at  about  20%  per  year. 
Our  1982  Signode  deal  was  the 
largest  LBO  financing  ever.  We 
believe  Merrill  Lynch  is  the  only 
firm  which  has,  in-house,  all  ele- 
ments necessary  to  complete  a 
successful  LBO.  Our  M  &  A  de- 
partment screens,  structures  and 
negotiates  the  deals;  Merrill 
Lynch  Interfunding  buys  senior 
and  subordinated  debt  with  eq- 
uity attached;  Merrill  Lynch  Ven- 
ture Capital  buys  pure  common 
stock.  As  more  financial  institu- 
tions, domestic  and  foreign,  be- 
come comfortable  with  this  kind 
of  financing,  I  predict  we'll  see 
LBO  transactions  so  large  as  to 


dwarf  even  Signode." 

Morgan  Stanley  (Joe  Fogg): 
"We  expect  .M/D  activity  to  be 
high  in  1983,  although  not  as  high 
as  the  record-breaking  year  of 
1981.  Our  database  shows  63 
transactions  in  excess  of  $35  bil- 
lion have  been  announced  in  the 
first  quarter  of  1983,  with  55  deals 
completed  with  an  aggregate  dol- 
lar volume  of  $13.6  billion.  On  the 
international  scene,  M/D  activity 
—  adversely  affected  by  the  eco- 
nomic environment  and  by  the 
persistently  strong  U.S.  dollar 
last  year  —  should  pick  up  in  the 
year  ahead.  We  believe  that  im- 
proving economic  conditions 
overseas  and  the  continuing  at- 
tractiveness of  investment  in  the 
U.S.  will  result  in  renewed  inter- 
est in  cross-border  acquisitions." 


Management  of  Consolidated  Cigar  Company  has  formed  a  new  corporation  to  purchase 
substantially  all  the  assets  and  business  of 


Consolidated  Cigar  Company 

from 

Gulf+Western  Industries,  Inc. 


The  undersigned  assisted  in  the  negotiation  of  the  purchase;, 
arranged  the  financing  and  participated  as  an  equity 
investor  in  this  leveraged  buyout  transaction. 


DEAN  WITTER  REYNOLDS  INC. 


,\])ril  1983 


It's  unusual  to  discuss  the 
far-flung  M/D  business  with 
any  dealmaker  without  "LBO" 
entering  the  conversation  early 
on.  LBO  is  investment  short- 
hand and  financial  quick-speak 
for  leveraged  buyout,  one  of 
the  hottest  developments  to 
come  down  the  M/D  pike  in 
years.  Essentially,  an  LBO  is  an 
acquisition  of  corporate  assets 
that  is  paid  for  through  the 
cash  flow  generated  by  the  as- 
sets acquired. 

The  most  attractive  feature 
of  an  LBO  is  its  high  leverage. 
The  debt-to-equity  ratio  of  the 
funds  raised  to  purchase  the 
assets  can  run  as  high  as  ten-to- 
one,  although  a  lower  ratio  is 
more  the  order  of  the  day.  This 
enables  the  management  of  the 
new  operation,  as  well  as  the 
other  equity  investors,  to  enjoy 
a  huge  capital  appreciation  in 
the  value  of  their  shares  once 
the  debt  has  been  paid  down. 

A  typical  LBO  has  four  fi- 
nancing components:  a  bank 


borrowing,  often  in  the  form  of 
a  commercial-bank  term  loan; 
subordinated  debt,  which  usu- 
ally takes  the  form  of  subordi- 
nated debentures;  preferred 
stock,  often  the  cumulative  vari- 
ety; and  common  stock,  where- 
in the  management  usually 
gets  its  piece  of  the  action. 

The  dealmakers  who  put  to- 
gether an  LBO  use  four  criteria 
—  at  least  four  — in  assessing  the 
viability  of  the  new  operation. 
First  is  the  nature  of  the  busi- 
ness: fledgling  companies  are 
out;  seasoned  manufacturing 
companies  are  ideal.  Second  is 
the  quality  of  management: 
brash  young  geniuses  don't 
rate  at  all  whereas  veteran 
managements  with  a  proved 
track  record  get  top  priority. 
Third,  there  must  be  a  demon- 
strable cash  flow  adequate  to 
pay  down  the  debt  costs  of  the 
financing.  Fourth,  there  must 
be  reasonable  assurance  that 
the  quality  of  management  and 
level  of  cash  flow  will  continue 
after  the  assets  are  transferred. 


This  means,  essentially,  that 
top  management  will  transfer 
to  the  new  company  and  run  it. 

LBOs  have  become  attrac- 
tive instruments  for  corpora- 
tions intent  on  spinning  off 
divisions  or  subsidiaries  no 
longer  regarded  as  key  ele- 
ments in  future  growth  plans. 
They  also  have  proved  to 
be  very  effective  methods  of 
public  companies  taking  them- 
selves private  and  thus  fore- 
fending  the  risk  of  being  taken 
over  by  a  black  knight. 

Of  course,  this  doesn't  mean 
that  an  LBO  is  guaranteed  to 
succeed  after  the  deal  is  com- 
pleted. After  all,  although  the 
LBO  is  a  relatively  new  form 
of  investment,  it  still  is  an 
investment. 

And  risk/reward  is  still  the 
name  of  the  investment  game 
in  all  its  aspects.  Although 
most  LBOs  may  be  winners, 
some  will  be  losers.  And  on 
that,  you  can  rely,  as  time 
goes  by. 


A  majority  of  the 

outstanding  Common  Stock  of 


CaIUry  of  Howes,  iwc. 

was  acauired  by 

ir,\nk  Scott  Knterprises.Inc 


CniiTrrm 


rr  Microwave  Corporation 
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p  AZOIM  CORPORATION 

mm   has  acquired 


RINTFC  CORPORATION 


Prudential-Bache 

Securities 


Prudential-Bache 


Prudential  Bache 

Securities 


MERGERS/ACQUISITIONS  & 
LEVERAGED  BUYOUT  GROUP 


•  Mergers  &  Acquisitions    •  Leveraged  Buyouts 

•  Divestitures  •  Fairness  Opinions 

Prudential-Bache 


Securities 


Contact:  Robert  W  Willard,  Sr.  V.  P  •  212-791-8413 


ploys  devised  to  discourage  preda- 
tors in  advance  of  an  attack.  A  favor- 
ite gambit  of  late  has  been  changing 
the  by-laws  so  that  a  forbidding 
majority  of  stockholders  (80-90%  is 
not  uncommon)  must  approve  any 
hostile  tender  offer  or  other  takeover 
bid  that  surfaces. 

Golden  Parachute:  The  huge 
payout  top  management  is  assured 
should  a  hostile  takeover  attempt  be 
successful,  and  many  of  them  are. 
One  problem  a  board  of  directors 
faces  is  not  to  make  the  parachute 
too  golden,  which  could  weaken 
management's  will  to  win  when  a 
hostile  takeover  materializes. 

Killer  Bees:  Hiring  top  ancillary 
firms  on  a  retainer  basis  —  a  law  firm, 
proxy  solicitor,  and  public  relations 
agency  prepared  to  pitch  in  with  the 
investment  bank  when  the  fire- 
alarm  goes  off.  Also  recommended: 
having  a  strong  line  of  credit  or 
assured  availability  of  a  war  chest  at 
your  friendly  commercial  bank.  And 
equally  important:  letting  the  word 
get  around  that  these  killer  bees  are 
in  the  hive,  ready  to  do  their  terrible 
things  if  need  be. 

Pac-Man:  Making  a  tender  offer, 
equally  hostile,  for  the  stock  of  the 


acquirer  who  is  attempting  to  ac- 
quire the  client's.  Some  of  the  Great 
Defenders  call  this  "Reverse  Pac- 
Man"  to  distinguish  it  from  the  hos- 
tile acquirer's  initial  move. 

Radar  Alert:  Monitoring  closely 
the  market  action  of  the  client's  stock 
to  determine  if  someone  isn't  buying 


it  in  quantity  in  advance  of  a  preda- 
tory move  —  and,  of  course,  calling 
up  the  CEO  on  the  red  phone  when 
this  seems  to  be  happening. 

Scorched  Earth:  The  en  masse 
departure  of  top  management  that 
will  result  from  a  successful  hostile 
takeover  —  a  policy  promulgated  as 


Prudential-Bache  (Bob  Wil- 
lard):  "There  have  been  two  dra- 
matic changes  with  major  impact 
on  the  M/D  market.  First,  the  cost 
of  capital  for  buying  businesses 
has  gone  down  very  significantly 
over  the  past  year.  Second,  there 
has  been  a  change  in  the  attitude 
of  the  corporate  decision-makers. 
With  the  improving  economy  and 
reduction  of  inflation,  they've  be- 
come more  optimistic.  They  don't 
have  to  spend  so  much  time  on 
cost-cutting  and  bolstering  their 
earnings.  They  are  turning  to 
what  they  find  more  exciting:  cor- 
porate restructuring  and  diver- 
sification. This  portends  more 
buying  and  selling  of  corporate 
assets." 

Salomon  Brothers  (Jay  Hig- 


gins):  "Merger  activity  has  paused 
recently,  partly  because  of  the 
phenomenal  rise  in  the  stock  mar- 
ket. Although  this  slowdown  is 
likely  to  be  temporary,  different 
types  of  transactions  may  become 
dominant  when  deal  activity  ac- 
celerates. Unlike  the  1979-81 
period  when  large  energy  deals 
were  much  in  the  news,  the  large 
increase  in  merger  activity  in  the 
future  is  likely  to  be  in  the  bank- 
ing and  financial  services  indus- 
tries. For  example,  Salomon 
Brothers  recently  played  a  role  in 
two  transactions  of  this  type  — 
Bank  of  America's  acquisition  of 
Charles  Schwab  &  Company,  the 
country's  leading  discount  bro- 
kerage firm,  and  Xerox's  $1.6  bil- 
lion acquisition  of  Crum  &  Forster." 


health  £  Tcnni/ 

CORpOAATIOn  ©IF  AMERICA 

has  been  acquired  by 

Manufacturing  Corporation 

The  undersigned  initiated  this  transaction,  assisted  in  the  negotiations 
leading  to  its  conclusion  and  acted  as  financial  advisor 
to  Health  and  Tennis  Corporation  of  America. 

L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

April  6,  1983 


Sandoz  United  States,  Inc. 

a  wholly  owned  subsidiary  of 

Sandoz  Ltd. 

has  acquired 

Zoecon  Corporation 

from 

Occidental  Petroleum  Corporation 

The  undersigned  acted  as  financial  advisor  to  Sandoz. 

®§|  The  First  Boston  Corporation 

April  5, 1983 


Academy  Insurance  Group,  Inc. 

has  sold  an  equity  interest  of 
20.2%  of  its  common  stock  to 

Aachen  and  Munich  Holding  Company 

The  undersigned  initiated  this  transaction  and  acted  as  financial  advisor  to 
Academy  Insurance  Group,  Inc. 


The  First  Boston  Corporation 


April  14, 1983 


the  assured  consequence  of  a  raid 
before  an  unfriendly  offer  is  made. 

Nuclear  War:  Such  quadrilateral 
imbroglios  as  involved  DuPont, 
Conoco,  Mobil  and  Seagrams;  and 
more  recently,  Bendix,  Marietta, 
United  Tech  and  Allied. 

Black  Knight:  Any  practitioner  of 
a  hostile  takeover  attack,  in  part  or  in 
whole,  on  someone  else's  corporate 
assets.  The  opposite,  of  course,  is 
the  white  knight,  the  saviour  into 
whose  arms  the  besieged  client 
flees. 


While  the  largest  Wall  Street  in- 
vestment banks  do  handle  the  great- 
est dollar  value  of  transactions, 
numerically  it's  a  different  story. 
Over  85%  of  the  total  transactions 
each  year  involves  deals  under  $100 
million.  Most  of  these  are  handled 
by  smaller  firms  with  capital  of  less 
than  $100  million. 

One  of  the  pacesetters  in  this 
group  is  Carl  Marks,  which  puts 
special  focus  on  leveraged  buyouts 
and  related  activities,  including  ven- 


ture capital  investments.  Over  the 
past  decade,  the  firm  has  been  in- 
volved in  the  investment  of  over 
$500  million  in  150  venture  deals  and 
30  leveraged  buyouts.  Carl  Marks 
also  can  handle  the  blockbusters, 
the  deals  of  $100  million  or  more. 
Recently,  it  concluded  a  $120  million 
transaction  whereby  CM  Capital 
Corporation  acquired  Williamhouse- 
Regency. 

Financo,  based  in  Philadelphia,  is 
one  of  the  most  active  independents 
whose  sole  focus  is  on  corporate 
combinations  and  divestitures.  The 
firm  specializes  in  such  industries  as 
retailing,  apparel,  health  care  and 
high  technology.  Since  the  company 
was  formed  ten  years  ago,  it's  con- 
centrated on  deals  in  the  $5  to  $75 
million  range,  completing  100  such 
transactions  with  a  total  dollar  value 
of  more  than  $1  billion. 

The  smaller  firms  that  concentrate 
on  the  smaller  deals  don't  have  this 
field  to  themselves.  There  are  hun- 
dreds of  one-man  and  two-man 
merger-brokers  beating  the  same 
bushes. 

What's  more,  the  heavyweights 
have  become  much  more  aggressive 
in  pursuing  this  business.  The  big 


guys  like  Lehman  Brothers,  Gold- 
man Sachs,  First  Boston  and  Merrill 
Lynch  have  been  putting  increased 
emphasis  on  all  sectors  of  the  M/D 
market,  the  smaller  deals  included. 
And  while  most  of  the  big  commer- 
cial banks  (Citibank,  Bankers  Trust, 
and  Morgan  Guaranty  are  excep- 
tions) have  been  on  the  sidelines, 
they're  now  gearing  up  to  enter  the 
highly  competitive  M/D  market  in 
the  near  future. 


Edward  T.  O'Toole 


"Money  certainly  is  an  excit- 
ing subject  There's  no  reason 
why  the  written  word  about  it 
should  be  dull." 

As  a  financial  writer,  editor 
and  communications  consultant 
for  more  than  25  years,  Ed 
O'Toole  is  uniquely  qualified  to 
author  these  Forbes  Special  Ad- 
vertising Supplements.  His 
insider  knowledge  of  the  finan- 
cial industry  and  lively,  plain- 
language  writing  style  provides 
added  dimension  to  the  editorial 
portion  of  Forbes  Special  Sup- 
plements. 

In  the  Sixties,  Mr  O'Toole 
covered  the  money  market, 
stock  market  and  international 
financial  markets  as  a  reporter 
and  foreign  correspondent  for 
The  New  York  Times.  Tn  the 
Seventies,  he  wrote  extensively 
on  consumer  finance  as  a  colum- 
nist syndicated  by  the  Wash- 
ington Post,  and  as  a  frequent 
contributor  to  major  business 
publications.  In  the  Eighties, 
Edward  T.  O'Toole  Associates 
provides  communications  coun- 
seling to  financial  services  orga- 
nizations. His  books  include: 
"The  New  World  of  Banking," 
"How  To  Gain  Financial  Inde- 
pendence," and  "Opportunities 
in  The  Securities  Industry." 


Dillingham  Corporation 

has  become  a  privately  owned  company 
through  a  merger  with  a  newly  formed  corporation 
owned  by 

Kohlberg,  Kravis,  Roberts  &  Co. 

and  other  investors,  including  management  members 
of  Dillingham  Corporation. 


We  served  as  financial  adviser  to  Dillingham  Corporation 
and  assisted  in  the  negotiations. 


A.G.BECKER  PARIBAS 

INCORPORATED 

March  1983 


Philadelphia  National  Corporation 


the  parent  of 


Philadelphia  National  Bank 


and 


National  Central  Financial  Corporation 


the  parent  of 


Hamilton  Bank 


have  combined  to  form 


CoreStates  Financial  Corp 


We  acted  as  financial  advisor  to  Philadelphia  National  Corporation 
in  this  transaction  and  assisted  in  the  negotiations. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  8C  Smith  Incorporated 


May  3,  1983 


Numbers  Game 


If  you  think  the  accounting  rules  are  com- 
plicated, wait  until  you  see  the  rules  for 
changes  in  the  rules. 


Add  a  dash 
of  cumulative 
catch-up 


By  Laura  Rohmann 


Nobody  ever  said  that  under- 
standing corporate  financial  re- 
ports was  easy.  But  when  a 
company  changes  its  accounting  prac- 
tices from  one  year  to  the  next,  all  but 
the  most  diligent  readers  of  annual 
reports  can  get  lost. 

The  question  for  companies 
seems  simple:  to  restate  prior 
years'  income  statements  or  not 
to  restate?  That  issue  has  been  a 
long-simmering  point  of  dispute 
among  accountants,  and  a 
change  in  the  way  railroads  ac- 
count for  track  maintenance 
has  restoked  the  fire.  Last  Feb- 
ruary the  Interstate  Commerce 
Commission  decided  that  carri- 
ers could  no  longer  expense 
track  maintenance  costs  in 
their  reports  to  the  ICC.  In- 
stead, these  costs  should  be  de- 
preciated over  something  like 
30  years.  Result:  lower  annual 
maintenance  charges  and  higher 
reported  earnings. 

Naturally,  that  news  has 
drawn  huzzahs  from  the  rail- 
roads, especially  since  most 
companies  will  now  use  the 
same  technique  on  their  public 
statements.  Analysts  estimate  that 
this  will  add  between  20%  and  30%  to 
the  profits  of  many  lines  next  year 
(Forbes,  StpA  1, 1980and  July 20, 1981). 

But  if  this  huge  increase  in  earnings 
pops  up  in  1983,  won't  that  confuse 
readers  of  railroad  annual  reports?  In- 
vestors looking  quickly  at  the  state- 
ments could  be  misled  into  thinking 
that  all  the  good  numbers  stem  from 
an  industrywide  boom.  The  obvious 
solution  is  to  have  railroads  restate 


prior  years'  earnings  using  the  new 
accounting  method.  Obvious,  but  or- 
dinarily not  allowed. 

According  to  a  rule  enacted  by  the 
FASB's  predecessor,  the  Accounting 
Principles  Board,  companies  cannot 
restate  earnings  because  of  a  volun- 
tary accounting  change.  And  every- 
thing is  voluntary  unless  decreed  by 


the  FASB. 

Now  the  FASB  wants  to  create  an 
exemption  for  the  railroads — letting 
them  change  earlier  results  to  con- 
form with  the  more  generous  depreci- 
ation policy.  That  makes  tons  of 
sense.  The  problem,  however,  is  that 
the  rule  against  restatement  is  already 
riddled  with  exceptions.  Such  com- 
mon things  as  switching  from  LIFO 
inventory  valuation  to  another  meth- 
od, changes  in  accounting  for  long- 


term  contracts  and  certain  changes  in 
the  way  companies  show  oil  and  gas 
drilling  costs  are  exempt. 

Some  accountants,  in  fact,  think 
too  many  exceptions  spoil  the  rule. 
"The  FASB  is  waffling  again  on  how 
you  make  a  change,"  says  Joseph  Con- 
nor, Price  Waterhouse  chairman  and 
senior  partner.  "It  seems  to  me  that 
when  you  have  as  many  exceptions  as 
there  are  here,  then  maybe  you  had 
better  take  a  look  at  which  is  the  rule 
and  which  is  the  exception." 

What's  the  defense  for  not  allowing 
all  companies  to  restate?  "The  APB 
was  afraid  that  restating  would  de- 
stroy public  confidence  in  financial 
reporting,"  says  Steven  Johnson, 
FASB  manager  of  the  railroad  project. 

There's  clearly  some  logic  to  that.  If 
companies  were  forever  changing 
their  earnings  retroactively,  investors 
would  quickly  lose  whatever  faith 
they  once  had  in  financial  reports.  On 
the  other  hand,  isn't  it  the  job  of  the 
FASB  and  SEC  to  make  sure  that  com- 
panies don't  make  frivolous  account- 
ing changes  in  the  first  place? 

The  importance  of  the  issue  be- 
comes even  clearer  when  you  see  the 
alternative  to  restating  earn- 
ings. It's  not  what  you  think. 
Companies  that  don't  restate 
can't  simply  make  a  change  on 
this  year's  income  statements. 
Instead,  they  are  forced  to  em- 
ploy something  called  cumula- 
tive catch-up  accounting.  Here, 
a  company  calculates  how 
much  a  new  accounting  method 
would  have  altered  earnings  for 
however  many  years  the  change 
was  applicable.  It  then  adds  the 
cumulative  change,  all  at  once, 
into  the  current  year's  earnings. 

Think  about  this.  It  is  the 
worst  of  all  worlds.  Not  only  is 
the  current  year  incompatible 
with  past  years,  the  change  rips 
the  current  year's  figures  away 
from  any  link  with  reality. 

Why  such  a  ridiculous  meth- 
od? "I  think  some  members  of 
the  APB  felt  the  catch-up  meth- 
od would  be  punitive  and  would  re- 
duce the  number  of  capricious  ac- 
counting changes,"  says  Price  Water- 
house  partner  Raymond  Lauver.  But 
who  was  being  punished  here — the 
companies  or  their  shareholders? 

Of  course,  you  can  hardly  blame  the 
FASB  for  a  rule  that  was  implemented 
years  before  its  time.  But  now  that  the 
board  clearly  sees  the  problems  and 
has  planned  changes  for  railroads, 
why  not  stay  on  the  track?  ■ 
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UNLIKE  MOST  PERSONAL  COMPUTERS, 

THE  OLIVETTI  M20 
HASN'T  FORGOTTEN  THAT  THE  MIND 

HAS  A  BODY 


The  Olivetti  M20  personal 
computer  is  designed  to  meet 
the  most  demanding  needs  of 
your  business.  It's  also  intelli- 
gently designed  to  meet  the 
needs  of  your  body,  as  well. 

Begin  with  the  problem  of 
eyestrain.  The  M20  offers 
extraordinarily  high- 
resolution  screens,  both  in 
color  and  black  and  white. 
Not  only  are  the  graphics 
more  exacting,  but  the 
characters  in  word  pro- 
cessing are  more  sharply 
defined. 

The  display  screen  can 
be  tilted,  swiveled  or 
even  removed  and  placed 
nearby  So  the  M20 
accommodates  itself  to 
your  height,  posture  and 
work  habits. 

Even  the  keyboard  is  eco- 
nomically designed  to  have 
the  optimum  slant.  And  it's  in 
the  same  configuration  as  your 
typewriter,  so  you  need  not 
readjust  to  it. 

Or  consider  the  simple 
matter  of  time.  Waiting  for  a 
program  to  run  can  be  vexing. 
So  Olivetti  designed  the  M20 
to  be  a  true  16  bit  computer. 

What's  more,  the  M20's 
single- key  programming  feature 
can  shorten  the  task  of  writing 
software  by  hours. 

But  of  all  the  senses  the 
M20  appeals  to,  it  appeals 


See  war participating  dealer  for 
details  on  the  M20  Challenge  Suvepstakes 

I  1 

docutel  Olivetti 

CORPORATION 

CALL  1-800-447-4700  FOR  THE  DEALER 
NEAREST  YOU.  IN  ALASKA  AND  HAWAII. 
CALL  1-800-447-0890. 
□  PLEASE  SEND  MORE  INFORMATION 
REGARDING: 

□  ELECTRONIC  TYPEWRITERS 

□  PERSONAL  COMPUTERS 

□  COPIERS      □  OTHER:  


□  PLEASE  HAVE  MY  LOCAL  DEALER 
CONTACT  ME. 


NAME 

TITLE 

COMPANY  NAME 

ADDRESS 

PHONE 

CITY 


STATE 


ZIP 


L 


DETACH  AND  MAIL  TO: 

DOCUTEL/OLIVETTI  INFORMATION  SERVICES, 
1909  E.  CORNELL  STREET,  PEORIA,  IL  61614 


most  strongly  to  your  business 
sense.  To  begin  with,  it  offers 
the  flexibility  you  need  in 
todays  fast-changing  business 
world. 

It  has  128KRAM,  enough 
for  most  tasks.  However,  it  can 
be  easily  expanded  to  512K 
RAM.  And,  while  it  comes 
with  a  320K  floppy  disk  drive, 
an  11Mb  hard  disk  is  also 
available. 

What's  more,  the  M20  is 
flexible  enough  to  ain  8-bit 
software.  So  the  choice  of 
operating  systems  and 
storage  is  yours. 

Equally  important,  the 
M20  is  designed  to  be 
expandable  in  many 
ways.  It  can  be  linked  to 
other  Olivetti  products.  Like  the 
revolutionary  new  PR2300  ink- 
jet  matrix  printer,  which  gives 
you  ink-jet  quiet  and  speed  for 
the  price  of  a  matrix  printer. 

Or,  for  letter-quality  word 
processing,  link  it  with  Olivetti's 
Praxis  41 D  portable  electronic 
typewriter. 

Yet,  with  all  these  exceptional 
features,  the  Olivetti  M20 
is  priced  in  the  same  range 
as  more  ordinary  personal 
computers. 

Discover  the  computer  that's 
intelligently  designed  to  appeal 
t(  >  all  your  senses.  Including 
your  business  sense.  The  M20 
from  Olivetti. 


J 


Olivetti 

THE  INTELLIGENT  CHOICE.  BY  DESIGN. 


Why  is  Dreyfus  Fund's  management 
buying  a  bank?  Became  it  wants  to  be  a 
lender'  as  well  as  a  borrower. 


Power  to 
the  people 


named  it  The  Dreyfus  Consumer 
Bank.  Stein  has  begun  accepting 
home  mortgage  and  auto  loan  applica- 
tions by  mail  from  the  bank's  custom- 
ers and  Dreyfus  Fund's  shareholders. 
The  Dreyfus  mortgage  program  is  ex- 
panding from  New  Jersey  into  five 
other  states — New  York,  Pennsylva- 
nia, Connecticut,  Florida  and  Massa- 
chusetts— and  then,  if  all  works  well, 


By  Richard  L.  Stern 


Dreyfus  Chairman  Howard 
Stein  was  looking  mighty  re- 
laxed last  month  for  a  man 
whose  giant  mutual  fund  company 
(over  $20  billion  under  management) 
had  just  seen  something  like  $1.9  bil- 
lion in  money  fund  assets  evaporate — 
the  bulk  undoubtedly  going  into  bank 
money  market  accounts.  Re- 
laxed? He  was  not  even  wear- 
ing shoes  as  he  went  about 
business  in  his  office  on  the 
35th  floor  of  the  General  Mo- 
tors Building  in  New  York 
City.  In  a  few  days  he  would 
announce  that  Dreyfus  had 
earned  $1.80  a  share  for 
1983's  first  quarter,  only  7 
cents  below  the  fourth  quar- 
ter of  1982.  Considering 
those  billions  in  outflow, 
that's  "incredibly  good," 
says  A.  Michael  Upper, 
whose  service  tracks  fund 
records.  It  seems  Dreyfus  at 
the  same  time  had  taken 
something  like  $1  billion 
into  its  nontaxable  bond 
funds  and  its  stock  funds — 
where  Dreyfus  gets  higher 
management  fees. 

No,  it  is  the  bankers  out 
there,  not  Stein,  who  should  be  look- 
ing worried.  Stein,  a  serious  violinist 
as  a  child,,  has  composed  a  plan  to 
steer  Dreyfus  into  the  consumer  loan 
business.  And  the  result  could  be  as 
upsetting  to  the  banking  system  as 
the  money  funds  were.  The  funds 
changed  saver  habits  because  they 
were  able  to  offer  higher  interest 
rates.  Stein  is  hoping  he  can  grab  a  lot 
of  consumer  loan  business  by  offering 
cheaper  loans. 

How?  Last  January  he  bought  a 
small  bank  in  New  Jersey  and  re- 


Dreyfus  Chairman  Howard  Stein 
"Dreams"  that  should  worry  the  banks. 


nationally.  There  are  similar  plans  for 
the  auto  loans,  and  Stein  also  is  about 
to  test,  in  California,  a  mail-order  line 
of  credit  collateralized  by  second 
mortgages.  Stein  won't  say  what  oth- 
er kinds  of  loans  he  has  in  mind,  but 
obviously  this  could  be  only  the  be- 
ginning. "We  have,"  he  says,  "all  sorts 
of  dreams." 

Stein  claims  his  trump  card  over 
the  banks  is  his  much  lower  overhead. 
Not  saddled  with  the  brick-and-mor- 
tar  overhead  of  branch  banking,  Stein 
claims,  the  cost  to  Dreyfus  of  attract- 


ing and  serving  mutual  funds  is  ap- 
proximately 50  basis  points,  com- 
pared with  a  cost  of  300  basis  points 
for  many  banks. 

Stein  claims  Dreyfus  is  passing  the 
savings  on  to  borrowers.  On  regular 
auto  loans,  for  instance,  Dreyfus  was 
charging  12.9%,  compared  with 
14.5%  at  many  banks.  On  special  in- 
centive deals  from  automakers — 
9.9%  for  a  specific  model,  for  in- 
stance— Dreyfus  charges  9%.  The  rea- 
son: It  returns  to  the  consumer  some 
of  the  special  rebate  given  to  .the 
banks  by  the  automakers. 

While  Dreyfus'  30-year  fixed  mort- 
gage rates  remain  consistent  with 
Fannie  Mae  market  rates,  its  savings 
come  in  the  form  of  fewer  points  and 
lower  application  fees.  In  New  Jersey, 
for  instance,  most  banks  charge  300  to 
500  basis  points  these  days,  says 
Stein.  That's  $3,000  to  $5,000  on  a 
$100,000  mortgage.  Dreyfus'  charge: 
175  basis  points,  or  $1,750.  Similarly, 
says  Stein,  his  upfront  costs  for  sec- 
ond mortgages  will  run  about  half  of 
what   banks   charge   in  California. 

Stein  claims  Dreyfus  will  be  able  to 
continue  offering  lower  rates  even 
when  consumer  loan  rates  drop.  One 
reason,  of  course,  is  that  he  is 
in  a  position  to  skim  the 
market — taking  the  best 
loans  and  leaving  the  more 
marginal  ones  to  the  banks. 

Stein  is  mum  on  where 
he's  going  to  get  all  this  mon- 
ey to  loan  out.  But  the  an- 
swers also  are  obvious.  Mort- 
gages can  be  packaged  and 
resold  to  investors.  There's 
also  the  commercial  paper 
market  for  funds  for  consum- 
er loans.  Moreover,  Lipper, 
head  of  Lipper  Analytical 
Services,  notes  that  Dreyfus, 
with  its  1.3  million  share- 
holders, has  a  huge  "gather- 
ing system"  that  also  can  be 
turned  into  a  "distribution 
system."  Dreyfus'  own  bank 
can  market  to  Dreyfus  share- 
holders almost  anything  that 
any  bank  can  package.  Drey- 


fus competitor  IDS,  for  instance,  sells 
its  investors  certificates  that  are 
backed  by  mortgages.  Why  not  pack- 
age auto  and  other  types  of  loans  for 
Dreyfus  investors? 

Stein  believes  that  an  increasing 
number  of  banks  will  be  turning  from 
the  consumer  to  wholesaling,  or  at 
least  away  from  branch  banking. 
Dreyfus  hopes  to  take  their  place. 
Soon  Dreyfus  shareholders  will  be 
assigned  personal  representatives  to 
call  on  an  800  number  system. 
Whether  consumers  will  prefer  a  dis- 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels. 
Plus,  you  get  Guest  Quarters'  answer  to  room 
service:  Suite  Service.  We  can  serve  you  ^fe^ 
a  gourmet  dinner,  cater  your  party  or        (if  J|j|[ 


meeting,  right  in  your  suite.  We 
can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find 
out  for  yourself  why  so  many 

people  who  have  never 
stayed  at  Guest  Quarters 

before,  will  never  stay 
anyplace  else  again. 


THE  ALL  SUITE  HOTELS 


Call  toll  free 


800  424-2900 

In  Washington.  DC,  call  861-6610 
or  call  your  travel  consultant 


WASHINGTON,  DC 

801  New  Hampshire  Ave.  N.W 
2500  Pennsylvania  Ave  N.W, 

ALEXANDRIA.  VA 

100  S  Reynolds  St. 


HOUSTON.  TX      ATLANTA,  GA 

5353  Westheimer  Rd  111  Perimeter  Center  West 
2929  Post  Oak  Blvd         7000  Roswell  Rd 

GREENSBORO,  NC 

5929  W.  friendly  Ave 


1983  American  Satellite  CoiBjjar.y  '■  '• 
•<'■■' 


American  Satellite. 
First  Interstate  Bank  get 


We've  shown  our  interest  in  First 
Interstate  by  developing  a  reliable  and 
cost-effective  communications  system.  We 
have  connected  an  electronic  banking  net- 
work of  over  7,500  terminals  via  satellite  for 
on-line  teller  transaction  processing,  cash 
management  and  automatic  funds  transfer. 

This  uniquely-tailored  network  han- 
dles more  than  575,000  transactions  each 
day  with  an  average  response  time  of  less 
than  three  seconds  And  ,  in  addition  to 


dramatic  increases  m  system  "uptime"  and 
nearly  enor-free  transaction  processing, 
First  interstate  has  saved  over  $1  million  in 
data  communications  costs. 

This  is  just  one  example  of  the  satellite 
communications  service  we  provide  to  over 
250  of  the  nation's  largest  businesses  and 
government  agencies.  Another  is  video 
teleconferencing  which  allows  people  to 
conduct  "real-time"  decision  making,  and 


to  manage  their  company  resources  better 
than  ever  before.  At  Amencan  Satellite, 
we've  been  tailoring  business  communica- 
tions networks  for  nearly  a  decade. 

For  more  information,  wnte 
Amencan  Satellite  Company,  Dept.  G-306, 
1801  Research  Blvd.,  Rockville,  MD  20850, 
or  call  us  at  (301)  251-8333. 

Between  heaven  and  earth,  there's 
little  we  can't  do. 


AMERICAN 
SATELLITE 
COMPANY 


American  Satellite  is  a  partnership  between  Continental  Telecom  Inc.  and  Fairchild  Industries 


embodied  voice  to  a  bored  face  re- 
mains to  be  seen. 

There  will  be  other  services  as  well. 
Insurance,  for  instance.  A  universal 
policy  without  those  hefty  15%  to 
20%  upfront  sales  charges. 


In  wanting  to  expand  into  financial 
services  Dreyfus  is  far  from  alone.  Un- 
doubtedly, once  Washington  clears  up 
the  recently  raised  issue  of  who  can 
buy  banks,  other  fund  management 
companies  and  brokerage  firms  will 


be  following  Stein's  lead. 

Consumer  banking  is,  increasingly, 
a  marketing  game,  and  outfits  like 
Dreyfus  are  old  hands  at  marketing,  a 
field  where  many  banks  are  clumsy 
and  inexperienced.  ■ 


Management  can  make  a  swan  out  of  the 
most  awkward  duckling,  even  a  Sixties- 
style  conglomerate  like  Conroy. 


Not  what  you  buy, 
but  whom 


By  Anne  Bagamery 


Conroy  Inc.  of  San  Antonio, 
Tex.  is  one  of  those  products  of 
the  Sixties,  like  black-light 
posters  and  Nehru  jackets,  that  prob- 
ably should  never  have  made  it  into 
the  Seventies.  Thrown  together  in 
1966  by  a  couple  of  San  Antonio  oil- 
men who  had  $10  million  and  a  case 
of  acquisition  fever,  Conroy  (Consoli- 
dated Royalty)  was,  by  1970,  a  $50 
million  company,  with  seven  divi- 
sions in  the  U.S.  and  Canada 
producing  fiberglass  pleasure 
boats,  houseboats,  motor 
homes,  snowmobiles,  high- 
priced  knitwear  and  assemble- 
them-yourself  TV  tables  and 
stereo  cabinets.  It  was  also  near 
bankruptcy,  saved  only  by 
President  Keith  Orme's  persua- 
siveness with  nervous  bankers. 

Today  Conroy  is  a  healthy 
company:  In  the  fiscal  year  end- 
ed last  August,  it  earned  $6.4 
million,  or  $1.55  a  share,  on  $80 
million  in  sales.  First-quarter 
1983  earnings  were  up  an  as- 
tounding 61%,  with  sales  essen- 
tially flat.  Last  year  return  on 
equity  was  15.5%.  Debt  is  now 
down  to  9%  of  total  capital. 

How  did  Orme  do  it?  It  was 
more  than  luck.  Orme,  a  Har- 
vard M.B.A.,  had  been  recruited 
in  1968  from  the  chief  operating 
officer's  job  at  Amalgamated 
Sugar  by  Hugh  Halff  Jr.,  Conroy 
founder    and    chairman.  But 


Orme  knew  the  conglomerate  game 
was  over;  he  wanted  to  buy  compa- 
nies that  would  pull  their  own 
weight.  In  1969,  just  before  Conroy 's 
finances  collapsed,  he  paid  $8.2  mil- 
lion in  stock  for  Lamar,  Mo. -based 
O'Sullivan  Industries,  maker  of  TV 
tables.  O'Sullivan  was  doing  only  $6 
million  in  sales,  earning  $346,000. 
Moreover,  the  acquisition  promised 
to  be  a  cash  drain  for  Conroy.  Founder 
Tom  O'Sullivan  was  selling  out  be- 
cause his  small  company  couldn't  af- 


Omroy's  Keith  Orme  and  Hugh  Halff 
A  course  correction  to  ride  the  tide. 


ford  the  capital  spending  needed  to 
add  capacity  and  keep  manufacturing 
costs  low — a  necessity  when  your 
product  retails  at  roughly  $10.  But  the 
acquisition  has  proved  golden. 

O'Sullivan,  who  founded  the  com- 
pany in  1952,  had  guessed  correctly 
that  television's  growth  would  create 
a  need  for  someplace  nice  yet  inexpen- 
sive to  put  the  set.  Latter-day  booms  in 
stereo  equipment  and  video  games  and 
recorders  have  fueled  the  fire.  Result: 
O'Sullivan's  sales  have  quadrupled  in 
ten  years,  to  $57  million,  and  its  oper- 
ating margin  has  grown  to  a  robust 
21%.  In  fiscal  1982  O'Sullivan  turned 
in  $6.7  million  after  taxes — 105%  of 
Conroy's  net  income. 

"We  could  never  have  grown  to  the 
company  we  are  today  without  Con- 
roy's help  and  money,"  says  O'Sulli- 
van, although  acknowledging  he  had 
doubts  when  Conroy  stock  fell  to  81 
cents  in  1974.  He  recognizes  the  debt: 
"Now,  I  guess  it's  our  turn  to  supply 
the  capital  Conroy  needs." 

Orme,  who  liquidated  the  mobile 
homes  and  sold  the  knitwear,  house- 
boats and  snowmobiles — the  latter  to 
Kawasaki  in  a  deal  he  likens  to  Pearl 
Harbor  in  reverse — kept  the  pleasure 
boats  along  with  O'Sullivan.  Conroy's 
brands  are  the  Glastron,  a  runabout, 
and  the  high-powered  Glastron-Carl- 
son  "muscle  boats."  Boats 
helped  the  TV  tables  through 
most  of  the  last  decade,  but 
since  the  1979  oil  price  rise, 
they  have  been  moneylosers. 
Now  development  capital  from 
the  TV  tables  is  helping  Orme 
bring  out  a  smaller,  lighter  ver- 
sion of  the  $12,500  Glastron.  It 
will  have  a  lower-horsepower 
motor  and  an  $8,300  price  tag. 
Orders  from  this  winter's  boat 
shows  were  encouraging. 

The  stock  market  is  im- 
pressed. Conroy  recently  was 
selling  on  the  American  Ex- 
change at  297s,  14  times  earn- 
ings and  well  above  the  $16  per 
share  that  Orme  paid  O'Sulli- 
van in  1969.  Halff,  still  a  major 
shareholder,  now  has  a  small 
solid  company  instead  of  the 
conglomerate  he  started  out  for. 
Proving  only  that  the  best  thing 
he  and  the  others  bought  with 
their  royalty  money  was  good 
management.  ■ 
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Exxon  introduces 
the  incredible  965  ink  Jet  Printer. 


The  automated  office 
will  never  sound  the  same  again. 


From  French  to  formulas.  Dutch  to  double  underline. 
Just  about  anything  you  can  put  in  writing,  Exxon's 
new  965  InkJet  Printer  can  print . . .  quickly  and  quietly. 

All  thanks  to  the  unique  ink-jet  technology  designed 
by  Exxon  Office  Systems  to  work  with  EXXON  500 
Series  Information  Processors. 

The  new  EXXON  965  Ink  Jet  Printer  is  pure  break- 
through ...  through  and  through.  It's  just  about  the 
quietest,  most  versatile  printer  you  can  buy. 

It  can  print  math  and  scientific  symbols  as  easy  as 
one,  two,  three.  And  even  special  oversized  characters 
up  to  six  lines  high. 


You  can  also  print  documents  in  eight  on-line  type 
styles  of  your  choice,  and  all  in  italics  ...  simply  by 
instructing  the  printer  to  do  so. 

The  new  EXXON  965  Ink  Jet  Printer  can  print  just 
about  anything  at  speeds  of  up  to  90  characters  per 
second.  And  all  without  disturbing  a  single  person  in 
the  office. 

If  you'd  like  to  know  more  about  the  incredible  965 
Ink  Jet  Printer,  just  send  in  the  coupon  below.  Or  call 
800-327-6666. 

After  all,  since  you  can't  hear  it,  you'll  have  to  see  it 
to  believe  it. 


E*ON 

The  f uture.  .without  the  shock. 


OFFICE 
SYSTEMS 


I- R 110606  j 

Exxon  Office  Systems  I 

PO.  Box  10184.  Stamford.  CT  06904  | 

I'd  like  to  know  more  about  j| 

□  the  EXXON  965  Ink  Jet  Printer  | 

□  the  EXXON  500  Series  Information  Processor  g 

Please  have  your  representative  call.  I 


Name  .  

Company- 
Address  

City  


-Title. 


-State 


Zip . 


Telephone  

800-327-6666 

Lna  IN  CONNECTICUT  800-942-2525 


I 
I 
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Risk.^>u  must  size  up  each  situation  precisely. 

No  matter  what  kind  of  risks  your  business  faces,  Corroon  &  Black  can 
help  you  afford  them.  We've  developed  some  very  sophisticated  techniques 
that  forecast  future  losses  and  quantify  appropriate  risk  retention  levels.  This 
enables  us  to  give  better  advice  on  the  best  way  to  finance  your  risks. 

It's  the  kind  of  expertise  you'd  expect  from  one  of  the  top  business 
insurance  brokers  in  the  world.  So,  contact  us.  We'll  show  you  there  are  ways 
to  face  risks  without  taking  too  much  of  a  chance. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N.Y.  10005  •  212-363-4100 


The  Up  &  Comers 


Through  Sears,  Al  Essman  makes  pretty 
pictures  and  prettier  balance  sheets.  If 
Sears  could  match  his  performance,  its 
stock  would  sell  for  $528  a  share. 


Profits 
from  portraits 


By  John  A.  Byrne 


[emo  to  Edward  Telling,  Chair- 
man, Sears,  Roebuck  &  Co.: 
Dear  Ed:  As  you  well  know,  the 
past  five  years  have  been  tough.  Per- 
share  earnings  have  grown  a  scrawny 
1.9%  a  year.  Our  return  on  equity  has 
run  only  9%  a  year.  But  I  call  your 
attention  to  one  of  our  concessioners 


whose  profitability  is  more  than  ten 
times  greater  than  our  own.  Our  com- 
pany has  a  contractual  right  to  throw 
him  out  of  our  stores  on  60  days' 
notice.  Shall  we  do  it  and  take  all  his 
business  ourselves? 

The  memo  is  fictional,  but  the  facts 
in  it  are  real.  Yet  Alyn  Essman,  opera- 
tor of  628  photography  studios  in 
Sears  stores,  loses  no  sleep  worrying 


about  his  relationship  with  the  giant 
retailer.  For  one  thing,  Essman's  CPI 
Corp.,  of  which  he  is  chairman,  has 
dealt  with  Sears  for  20  years,  and,  as  a 
Sears  official  says,  "A  20-year  rela- 
tionship speaks  for  itself.  It  has  been  a 
very  satisfactory  relationship." 

By  any  measure  of  business  success 
other  than  sheer  size,  CPI  puts  Sears 
to  shame.  CPI's  financials  are  far  bet- 
ter than  merely  pretty;  they're  down- 
right glossy.  From  1979  to  1982  earn- 
ings rose  from  8  cents  to  $1.1 1  a  share 
on  a  growth  in  sales  from  $56.4  mil- 
lion to  $129.5  million.  With  no  debt 
leverage  at  all,  CPI  has  managed  a 
three-year  return  on  equity  averaging 
more  than  100%  a  year.  Had  Sears 
performed  as  well,  its  stock,  at  a 
price/earnings  multiple  of  15,  would 
sell  at  $528  a  share  instead  of  $40. 

Sears  does  profit  nicely  from  its  ar- 
rangement with  CPI.  "Right  now 
they're  getting  $18  million  out  of  our 
bottom  line,  plus  $15  million  in  ad- 
vertising," Essman  says.  "What's  our 
share?  After  taxes,  it  was  about  $8 
million  last  year.  They  get  a  much 
better  deal  than  we  do." 

Thanks  to  Sears,  CPI  has  come  a 
long  way  from  the  days  in  which  its 


Alyn  Essman,  chief  executive  of  CPI 

"We  found  out  that  we're  really  not  photographers. 
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peripatetic  photographers  criss- 
crossed the  country  pressing  their  ser- 
vices on  customers.  "It  was  a  tough 
business,"  recalls  Essman,  51,  an  ac- 
countant who  joined  the  company  as 
controller  in  1956.  "We'd  hire  a  young 
guy,  put  him  in  a  car  with  a  camera 
and  ship  him  out.  A  year  later  he 
might  get  home."  Even  then  the  com- 
pany was  selling  portraiture  through 
local  managers  of  Sears  and  other 
stores,  but  the  business  was  easy  to 
enter  and  competition  from  local  pho- 
tographers made  it  increasingly  diffi- 
cult to  skim  the  cream  off  the  top. 

Meanwhile,  Milford  Bohm,  who 
had  founded  the  family-owned  busi- 
ness as  Rembrandt  Studios  in  1942, 
sold  out  to  Chromalloy  American 
Corp.  in  1968.  Renamed  CPI  (Chro- 
malloy Photographic  Industries), 
Bohm's  company  looked  to  its  parent 
to  finance  expansion  through  a  chain 
of  permanent  studios.  Four  years  lat- 
er, Essman  made  a  critical  decision:  to 
attach  CPI  to  Sears  in  order  to  develop 
a  national  image  and  exploit  national 
advertising.  The  two  executives  said 
good-bye  to  Montgomery  Ward  and 
others  and  went  to  work  mainly 
through  Sears. 

In  return  for  roughly  300  square  feet 
of  space  in  each  Sears  store,  CPI 
agreed  to  give  Sears  15%  of  its  gross 
sales.  The  deal  appealed  to  Sears' 
managers  because  it  offered  much 
higher  sales  per  square  foot  than,  say, 
washing  machines  or  lawn  mowers. 
Sears  portrait  studios  chalk  up  an  av- 
erage $450  per  square  foot,  far  better 
than  the  retailer's  overall  $291-per- 
square-foot  average. 

The  time  came,  however,  when 
Essman  found  that  Sears  was  easier  to 
deal  with  than  CPI's  own  parent, 
Chromalloy  American.  By  1979  CPI 
had  expanded  into  about  400  Sears 
stores  and  had  gradually  eased  out  of 
traveling  photography.  But  Chromal- 
loy began  to  question  further  expan- 
sion. "Every  year  it  was,  'Should  we 
do  this?'  "  says  Essman.  "And  every 
year  we  sat  down  across  the  confer- 
ence table  and  fought  it  out." 

Essman,  who  had  succeeded  Bohm 
as  chairman  and  chief  executive  of 
CPI  in  1973,  broke  with  Chromalloy. 
He  and  ten  other  CPI  executives 
pooled  $1  million  in  cash  and  issued 
$6  million  in  preferred  stock  to  buy 
CPI  at  book  value  in  1979.  It  turned 
out  to  be  a  steal.  The  market  value  of 
CPI,  which  went  public  last  July,  has 
increased  to  over  $200  million. 

In  1979  Essman  also  radically 
changed  CPI's  marketing  tactics,  and 


that  worked  to  enrich  the  business. 
Before,  CPI  had  enticed  bargain-hunt- 
ing parents  and  other  customers  with 
a  99-cent  loss-leader  photograph  and, 
later,  sold  customers  hard  on  buying 
additional  (and  profitable)  prints.  But 
half  the  customers  resisted  and  left 
with  the  bargain  alone.  CPI  was  only 
modestly  profitable  at  an  average  cus- 
tomer sale  of  $14.  That  changed  when 
Essman  discovered  he  could  get  peo- 
ple to  pay  $8.95  to  $14.95  for  a  stan- 
dardized package  of  photos,  although 
the  average  sale  today  is  $22.  Elimi- 
nating one-shot  bargain  hunters  low- 
ered costs  by  60%  and  helped  CPI  sell 
30%  more  photography. 

In  the  process,  CPI  learned  some- 
thing it  should  have  known  all  along. 
"We  found  out  that  we're  really  not 
photographers,"  says  Essman.  "At 
one  time  we  thought  we  were,  so  we 
experimented  with  the  wedding  busi- 
ness, the  school  photography  busi- 
ness, the  home-portrait  business  and 
the  Santa  Claus  business.  We  were 
moderately  successful  in  some,  not 
successful  at  all  in  others.  We  learned, 
though,  that  we're  really  marketing 
people  who  have  designed  a  simple, 
efficient  process  to  sell  a  product." 

And  a  process  that's  transferable, 
Sears  and  Essman  have  figured,  to  oth- 
er products  and  services.  On  Sears' 
advice,  CPI  has  moved  into  the  resi- 
dential carpet  and  upholstery  clean- 
ing business  through  Sears  in  23  mid- 
western  and  western  states.  So  far, 
however,  the  business  has  been  far 
less  profitable  than  photography. 

Meanwhile,  Essman  is  expanding 
fast  in  photo-finishing,  a  business 
with  annual  sales  of  $2.3  billion.  CPI 
has  opened  12  minilabs,  10  of  them 
offering  one-hour  service,  in  shopping 
centers  in  five  states,  and  plans  to 
open  25  to  30  more  outlets  this  year. 
Over  the  next  three  to  five  years,  CPI 
may  invest  as  much  as  $14  million, 
which  it  has  in  cash,  in  photo-finish- 
ing. But  it's  a  riskier  business  than 
portraiture.  Two  major  photo-finish- 
ers have  fallen  on  hard  times  and  re- 
moved themselves  from  the  business. 
Still,  Essman  thinks  CPI's  expertise 
and  high-traffic  mall  locations  give  it 
an  edge. 

In  more  modest  fashion,  CPI  is  test- 
ing the  marketing  of  office  telephone 
systems  for  small  businesses  in  St. 
Louis  and  Chicago  through  a  tiny  firm 
it  acquired  two  years  ago  in  St.  Louis. 

Such  diversification  seems  impera- 
tive. Essman  needs  at  least  one  solid 
new  winner  if  CPI  is  to  keep  growing 
after  saturation  of  the  photo-portrait 
market.  CPI  already  has  628  studios 
in  Sears  stores  in  40  states,  67  in 
Simpsons-Sears  department  stores  in 


Canada  and  41  in  U.S.  shopping  malls. 
At  best,  Essman  figures  he  will  open 
3 1  studios  this  year,  far  fewer  than  the 
1 14  opened  in  1980,  the  60  opened  in 
1981  and  the  36  last  year.  But,  he 
figures,  there's  room  for  growth  in 
existing  studios.  More  than  200  of 
them  will  begin  to  break  even  only 
this  year.  Since  February  many  stu- 
dios have  done  business  seven  days  a 
week,  up  from  five.  CPI  is  buying  100 
more  cameras  this  year  to  increase 
peak-shopping-season  volume.  Com- 
ing on  line  soon  are  new  and  faster 
cameras  expected  to  increase  efficien- 
cy by  40%  and  win  over  those  edgy 
customers  who  wait  in  line  only  to 
end  up  with  a  photograph  of  a  bored 
and  whiny-looking  youngster.  If  all 
that  helps  the  way  it  is  expected  to, 
Essman  and  Sears'  Ed  Telling  will  re- 
main pals  for  quite  a  spell. 


Score  one 
for  the  British 

Britain's  lumbering  economy  and 
slumbering  entrepreneurial  spirit 
do  little  to  disprove  the  old  saw  that 
the  nation  is,  in  fact,  a  nation  of  shop- 
keepers. Yet  the  country's  tradition  of 
engineering  excellence  and  ingenuity 
hasn't  died  entirely.  Britain,  after  all, 
can  still  produce  as  fine  an  auto- 
mobile as  ever  consumed  eight  gal- 
lons of  gasoline  to  the  mile,  and  it  can 
still  produce  an  occasional  techno- 
logical startup  with  real  claims,  rath- 
er than  mere  pretensions,  to  leader- 
ship. One  of  the  hottest  such  compa- 
nies in  London  these  days  is  Feedback 
Group,  whose  financial  and  stock 
market  performances  seem  to  come 
right  out  of  Silicon  Valley. 

Feedback  has  become  a  leader  in 
two  technologically  fertile  markets: 
machines  for  teaching  and  training 
electronics  engineers  and  technicians, 
and  machines  for  collecting  and  pro- 


I'eedback's  Westcott  and  Strand 
Nobody's  laughing  now. 
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A  NO-RISK 
GROWTH  CHART. 


FROM  KELLY  SERVICES. 

Lately  you've  seen  real  signs  of  growth-a 
chance  to  get  your  company  moving  again. 
You  want  to  act. 

But  you  need  a  plan. 

Is  there  a  safe  way  to  staff  up  for  growth 
without  risking  layoff-letdown  if  that  growth 
doesn't  last? 

Kelly  Services  can  be  a  safeguard 
in  these  unpredictable  times. 

Because  with  qualified  help  in  over  100  job 


categories,  Kelly  can  match  the  right  person  to 
each  slot.  And  we're  guaranteed  100%. 

If  it  turns  out  the  growth  is  steady-and  you  can 
begin  hiring  full-time  help  with  confidence- 
terrific.  Having  Kelly  temporaries  in  place  will  give 
you  the  time  to  find  out  for  sure.  And  the  time 
you  need  to  find  the  right  full-time  people.  (You 
won't  be  in  a  rush  to  hire  the  first  applicants.) 

So  until  you're  sure  about  your  growth,  don't 
take  unnecessary  chances. 

Give  your  local  Kelly  office  a  call  today. 


The 
Kelly  Girl 
People 


•  I983  Kelly  Services,  Inc. 


SERVICES 


to  send  mail  ai 


'*  There  are  mot  e  people  in  more 
places  doing  in  >te  things  with 
Apples  than  n  ith  any  other  personal 
computer  in  the  world. 
1  Obviously,  one  ad  can't  tell  the 
whole  story. 

But  it  can  explore  just  one  of  the 
things  that  can  make  an  Apple* 
Personal  Computer  meaningful  to 
you,  personally.  It's  called 
"electronic  mail." 


Which,  simplv  stated,  is  a  quick 
and  inexpensive  way  of  sending  any 
information,  anywhere,  anytime. 

Put  your  computer 
on  the  phone. 

For  the  six  dollars  it  costs  to  produce 
and  mail  a  typical  business  letter,  you 


could  easily  splurge  on  a  patty  melt 
and  Perrier  at  The  Blue  Turtle. 

Or,  you  could  send  the  same 
letter  for  about  1/12  the  cost  using 
electronic  mail. 

This  new  technology  enables 
your  Apple  to  send  or  receive  any 
correspondence  to  any  compatible 
computer  over  standard  phone 
lines.  The  same  ones  your 

voice  has  been  using 
for  years 


t>oa 

St", 


<t2 


570,000,000  mph. 


So  there's  no  costly  hook-up 
expense.  All  you  need  is  an  Apple 
and  a  device,  called  a  modem,  that 
translates  the  computer's  electronic 
codes  into  fleet  phone  signals. 

Which,  in  turn,  can  actually  move 
messages  at  about  the  speed  of  light. 
Versus  the  speed  of  the  U.S.  Mail. 
And  not  just  letters.  But  memos, 


MICRO  COURIER   STATUS -SEND 'RECE  I  UE 
TIME   STARTED   12   98  CURRENT   TIME   12  00 
THE   SYSTEM    IS  CURRENTLY  EfTTilm 
7        MESSAGED  S )   HAUE   BEEN  SENT 
3       MESSAGE(S)  HAUE  BEEN  RECEIUE0 
1        MESSAGE<S>  HAUE   YET   TO   BE  SENT 


TYPE  CTRL  H  TO  HALT  SEND  I  NG'RECE  I  U  I  NC 
AFTER  -CURRENT   TRANSM  I  SS  I  0N/RECEPT  I  ON 
AND  RETURN  TO  SENO'RECEIUE  MENU 


The  first  thing  to  do  in  the  morning  is  check  your  mailbox. 
Micro-Couner  will  tell  you  how  many  letters  are  awaiting 
your  perusal.  After  you  skim  through  them,  you  can  save 
those  you  want  in  the  computer  's  memory,  print  them  out, 
forward  them,  or  discard  them. 

charts  and  graphs,  stock  reports, 
Visicalc8  reports,  weather  reports  or 
whatever. 

To  one  address.  Or,  just  as  easily,  to 
a  hundred. 

24 -hour  postal  service. 

Depending  on  the  software  you 
use,  your  Apple  Personal  Computer 
can  perform  a  number  of  unusual 
postal  chores. 

Functioning,  for  example,  as  a 
24-hour-a-day  mail  room. 
Automatically  sending  and 
receiving  messages, 
dv         unattended,  even  late 
at  night  (when  phone 
rates  are  lowest). 
So,  instead  of  paying  an 
overnight  service  nine  dollars 
to  rush  a  four-page  report 
from  Winnemucca  to  Wanamassa, 
you  can  have  it  sent  electronically— 
anytime  during  the  night— for  less 
than  40  cents. 
Your  Apple  will  also  let  you  revise 


messages  right  on  the  screen.  So  you 
can  edit  at  the  last  minute.  Or  make 
comments  on  incoming  mail,  and 
send  it  on  to  another  department. 
Another  office.  Another  company. 
Or  any  compatible  computer 
anywhere. 

It  can  even  record  the  date  and 
time  of  all  transactions.  Sort,  file  or 


MICRO  COURIER 


37  38  39 
47     48  49 


61  62     63  al  65  66  67  pE 

71  72     73  tH  75  2£  77  ff! 

fill  82     83  151  85  lifl  87  88 

91  92  -  93  94  95  96  97  98 


W  ^1 


Like  the  Post  Office,  Micro-Courier  has  mailboxes— 99 of 
them.  As  you  assign  them  to  different  people,  the  numbers 
appear  in  white  squares.  You  can  send  the  same  letter  to 
everyone  at  once  or  a  selected  few,  or  correspond  one-to-one. 


print  them  out.  And  keep  a  running 
directory  of  up-to-date  addresses. 

Dialing  for  data. 

Your  Apple  can  also  access  larger 
computers  that  function  as  electronic 
postal  centers.  They  offer  subscribers 
a  central  electronic  "mailbox,'  and  a 
number  of  message  handling  services. 

But  that's  not  all.  These  same 


"data  banks"  provide  Apple  users 
with  access  to  a  wealth  of  services 
and  information. 

So  you  can  use  your  Apple  to 
obtain  stock  quotes,  make  travel 
arrangements,  scan  The  New  York 
Times,  or  tap  into  an  electronic 
encyclopedia  for  detailed  answers 


Ik  A 


DEAR   MAURICE  . 

BIG   TROUBLE   IN  OSAKA;    THE   WHOLE  PLANT 
WENT   UP    IN   FLAMES.    WE  LOST   OUR   ENTIRE  ■ 
I NUENTORY   OF   TOREADOR   PANTS   AND  THE 
SMELL  OF  BURNT  POLYESTER  HAS  PERUADED 
MUCH  OF  THE  CITY. 

PLEASE  CONTACT   I CH I  BAN  CASUALTY  LIFE 
8  (213)  622-7454  CONCERNING  RESTITUTION 
ON  YOUR  SHIPMENT.    OUR  POLICY  NUMBER-  IS: 
762783938473984948372893837372627363636 


W  M 


Electronic  mail  is  not  only  as  fast  as  a  phone  call,  it's 
generally  more  reliable  and  informative  than  a  phone  call. 
Because,  no  matter  how  elaborate  the  facts,  your  recipient 
will  have  the  advantage  of  seeing  them  in  black  and  white 
(or  phosphor  green). 

to  diverse  queries  (if  you  wish,  it  can 
even  provide  you  with  floor  plans  of 
Czechoslovakian  hospitals). 

Save  your  stamps. 

If  any  of  the  above  interests  you, 
just  drop  in  on  any  of  the  over  1300 
authorized  Apple  dealers. 

They'll  be  delighted  to  show  you 
how  electronic  mail  works.  And 
how  Apple  has  more  software  to 
support  it  than  any  other  personal 
computer  (even  the  popular  Apple 
Access  ///  and  Micro-Courier 
programs). 

But  electronic  mail  is  just  one  of 
the  marvelous  things  you  can  do  on 
an  Apple.  One  of  thousands.  So  let 
your  Apple  dealer  tell  you  all  about  it. 

We  think  you'll  get  the  message 
rather  quickly. 


apple 


The  most  personal  computer. 


Call  (800)  538-9696  for  the  location  of  the  authorized  Apple  dealer  nearest  you,  or  for  information  regarding  corporate  purchases  through  our  National  Account  Pre 
In  Calif  (800)  662-92 38.  Or  write  Apple  Computer  Inc.,  Advertising  and  Promotion  Dept.,  20525  Mariani  Ave  .Cupertino.CA  95014. VisiCalc  is  a  registered  trademark  & 

©  1983  Apple  Coi 


Audio  Times 

"A  new  and  revolutionary  sound  system  so  far  ahead  of  anything 
currently  available . . .  that  audio  enthusiasts . . .  may  well  be  spending  more  time 
listening  to  music  in  their  cars  than  they  do  at  home." 

Car  &  Driver  "Best  Sound  System:  Delco-Bose" 

The  Detroit  News  ". . .  it  simply  spoiled  me  for  anything  else. " 

Modem  Recording  "This  technology  is  another  'first'  in  music  systems . . . 
The  result,  as  heard  by  several  of  us  with  unanimous  awe  and 
appreciation,  is  a  stereo  experience  second  to  none." 

Popular  Science  "It's  as  good  or  better  than  the  best  home  systems  I've  heard . . . 

the  results  are  fantastic." 

Popular  Hot  Rodding  "Incredible  clarity ...  a  concert  hall  on  wheels. " 

Motor  TVend  "The  best  OEM  sound  system  in  the  world."  ". . .  you  need  this  radio." 

High  Fidelity  "The  performance  of  the  Delco-GM/Bose  Music  System 
was  astounding . . .  /  can  t  imagine  anyone  buying 
(one  of  these  cars)  without  the  music  system." 

Chicago  Magazine  "If  your  car  is  this  well  equipped  you  won't  want  to  go  home  again. 

Popular  Mechanics  ". . .  you  have  to  hear  it  to  believe  it." 


The  performance  that  received  these  rave  reviews 
can  fee  yours  at  CadMac,  Buick,  OktsmobMe  and  Chevrolet  dealers.* 


Sound  so  real  it  will  change 
how  you  feel  about  driving 


n  or>  Cad/flac  Seville  aid  Eldorado. 
<tc.  and  Corwm  by  Chevrolet. 


The  Up  &  Comers 

cessing  a  variety  of  data  on  assembly- 
line  production  in  factories.  Still 
small,  and  still  growing,  Feedback's 
sales  for  the  fiscal  year  ended  in 
March  1982  amounted  to  only  $9.2 
million,  but  pretax  profits  were  $1.5 
million  and  return  on  equity  was 
24%.  Since  going  public  in  November 
1981,  Feedback  shares  have  risen  in 
price  from  $1.44  each  to  $3.47  (at 
recent  exchange  rates),  or  31  times 
earnings.  The  biggest  winners  in 
Feedback  are  its  two  founders,  Profes- 
sor John  Westcott,  an  engineering  lec- 
turer at  London's  Imperial  College, 
and  Tom  Strand,  a  former  engineer  for 
British  Thomson  Houston.  Westcott 
beneficially  owns  16%  of  Feedback's 
8.4  million  shares,  and  Strand  owns 
5.3%.  Feedback's  market  value:  $29 
million. 

If  that's  peanuts  by  Silicon  Valley 
standards,  it  took  a  lot  of  risk  and 
years  of  hard  work — in  a  social  and 
economic  environment  not  especially 
conducive  to  either  risk-taking  or 
hard  work — to  achieve.  Westcott, 
then  37,  and  Strand,  then  35,  started 
Feedback  in  1958  with  only  $8,000. 
The  cash  came  from  savings,  a  small 
bank  overdraft,  and  a  second-mort- 
gage loan  on  Westcott's  home.  West- 
cott and  Strand  had  persuaded  them- 
selves— in  the  face  of  naysaying 
throughout  British  industry  that  their 
idea  was  farfetched — of  the  existence 
of  a  real  market  for  machines  to  teach 
electromechanical  and  electronics 
principles.  As  a  teacher,  Westcott  had 
toiled  away  day  after  day  building 
makeshift  gadgets  to  demonstrate  ba- 
sic engineering  to  his  radar  and  elec- 
tronics students.  "But  whenever  I 
talked  about  it,  people — manufactur- 
ers— laughed  like  mad,"  Westcott 
says.  "They  said  the  universities 
would  never  pay  for  it." 

The  universities  were  happy  to  pay 
for  Feedback's  machines,  and  they 
now  appear  in  classrooms  around  the 
world,  some  50  types  all  told.  Basic 
electricity,  electronics,  telecommuni- 
cations, microprocessor  applications 
and  many  other  theoretical  and  tech- 
nical subjects  get  explicated  on  the 
dials  and  oscilloscopes  of  small  Feed- 
back instruments. 

One  machine,  for  example,  simu- 
lates signal  amplification  in  a  transis- 
tor. Turning  a  dial  to  adjust  current  or 
voltage  helps  a  student  explore  the 
different  characteristics  of  amplifiers 
so  that  he  can  learn  how  to  design 
them.  Feedback  makes  a  minilabora- 
tory  that,  installed  on  a  bench  six  feet 
long,  permits  a  student  to  build  and 


monitor  the  operation  of  30  different 
electrical  devices.  The  company 
makes  a  refrigeration  and  air-condi- 
tioning trainer — with  the  valves,  cou- 
plings, gauges  and  other  parts  found 
on  a  real  appliance — to  teach  trouble- 
shooting and  repair  procedures  to  vo- 
cational students. 

For  industrial  customers,  Feedback 
makes  both  computer  gear  to  keep 
track  of  production,  quality  rejec- 
tions, work  hours  and  other  data  and 
cartridge  drives  for  monitoring  tele- 
phone traffic.  The  company  went  into 
data  processing  in  1970.  For  years  the 
decision  seemed  to  be  a  mistake. 
Feedback  floundered  in  the  industrial 
market  in  part  because  it  always 
lagged  a  step  behind  in  technology. 
Meanwhile,  data  processing  diverted 


the  staff's  attention  from  the  fast- 
growing  and  profitable  educational 
market,  in  which  Feedback  had  a 
stronger  position.  But  Westcott  and 
Strand  kept  plugging  away  and  finally 
began  to  win  contracts  as  suppliers  to 
entrenched  European  electronics 
firms — which  then  resold  Feedback 
equipment  to  the  factory  and  tele- 
communications market. 

It  was  a  19th-century  Britisher, 
George  Boole,  who  invented  the  logic 
that  now  forms  the  structure  of  con- 
temporary computer  languages,  but  it 
was  Americans  and  other  foreigners 
who  developed  the  languages  and  the 
machines  to  employ  them.  Westcott 
and  Strand,  though,  have  shown  that 
British  science  and  technology  are 
still  alive. — Rosemary  Brady 


Taco  Viva.  Hot  today.  But  tomorrow? 


As  J.  Brion  Foulke  III  savors  the 
■spinach  pasta  at  Zinno's,  a  Man- 
hattan restaurant,  he  raves  about  his 
own  homemade  pasta,  covetously 
eyes  the  waiter's  cheese-grater  and 
reminisces  about  the  cooking  school 
he  and  his  wife  attended  last  year. 

There's  a  certain  irony  here.  Junk 
food — that  is,  Mexican  fast-food — fi- 
nances Foulke's  dabbling  in  haute 
cuisine.  Foulke,  58,  is  the  president  of 
Taco  Viva,  a  chain  of  46  taco  stands, 
and  three  or  four  times  a  week  he 
cheerfully  bolts  his  own  chain's  Wet 
Burritos  and  Craazy  Tostadas  dipped 
in  the  sauce  known  as  El  Scorcho. 
"I've  always  considered  myself  a 
Mexican  missionary,"  he  says. 

Promoting  the  tamale  gospel  has 
made  a  lot  of  money  for  Foulke  and 
other  Mexican-food  entrepreneurs,  but 
it  has  taken  time  to  convert  the  hea- 


then. When  Foulke,  a  former  electron- 
ics executive,  bought  his  first  Mexican 
restaurant  in  1968,  Floridians  were 
slow  to  take  to  spicy  chow.  Foulke 
expanded  slowly,  accumulating  just 
nine  outlets  over  the  next  ten  years. 
Since  the  beginning  of  1979,  however, 
Foulke  has  sprinkled  five  times  as 
many  restaurants  along  Florida's  east 
coast,  as  well  as  two  in  Georgia.  Sales 
rose  from  $3.4  million  to  some  $16 
million,  with  a  22%  average  return  on 
equity.  Taco  Viva  went  public  last 
November  at  $9  a  share,  promptly  split 
3-for-2  and  now  sells  at  around  $20. 

That  kind  of  growth  has  been  typical 
of  Mexican  fast-food  franchises  and 
chains  in  the  past  few  years.  Foulke  is 
atypical  only  in  that  he  has  resisted  the 
temptation  to  franchise.  "Everybody 
wants  to  franchise,"  says  Michael 
Culp,  a  restaurant  analyst  at  Pruden- 


Tcico  Viva's  J.  Brion  Foulke  III 

Craazy  Tostadas  to  convert  the  heathen. 
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Jigsaws,  money  and  freedom 


Pat  Duncan  of  Great  America}!  Puzzle  Factor) 
What  to  do  for  an  encore? 


The  Up  &  Comers 

tial-Bache.  "An  efficient  operator  can 
drop  50  cents  to  75  cents  out  of  every 
royalty  dollar  to  the  bottom  line." 

So  what?  Foulke  responds.  He  con- 
siders the  prospect  of  losing  quality  and 
doubling  overhead  in  return  for  the 
thankless  task  of  handholding  franchi- 
sees a  dismal  one,  no  matter  how  prof- 
itable. But  there's  more  to  Foulke's 
antagonism.  Some  15  years  ago  he 
himself  bought  a  Taco  Tico  franchise, 
got  to  spatting  over  marketing  and 
management  practices  and  finally  re- 
named his  franchise  to  start  his  Taco 
Viva  chain.  He  thinks  he  can  make  it 
grow  by  35%  a  year  over  the  next  five 
years  even  without  franchising. 

Yet  it's  not  all  that  easy.  For  one 
thing,  consider  the  food.  Some  food- 
tasters  fail  to  share  the  enthusiasm  of 
Tampa  secretary  Angela  Rutger  and 
Boca  Raton  stockbroker  Barry  Leven- 
sonn,  who  think  the  40  combos  and 
six  sauces  Taco  Viva  dishes  out  in 
under  a  minute  each  are  tasty.  One 
fast-food  expert  who  invested  in  new 
Taco  Viva  snares  found  the  fare  "bare- 
ly edible"  during  a  trip  to  Florida — 
and  forthwith  sold  his  stock. 

Still,  in  the  fast-food  business,  con- 
sistency of  quality  counts  as  much  as 
quality  alone,  and  fast  service  and 
price  count  even  more.  The  average 
tab  at  Taco  Viva  is  $3.64.  So  Foulke's 
real  worry  won't  come  from  a  Chi 
Chi's  or  General  Mills'  Casa  Gallardo, 
which  have  sit-down  service  and  fan- 
cier offerings,  but  from  other  taco 
tossers  like  the  franchised  Taco  Bell. 

For  the  moment  there  seems 
enough  room  for  everybody.  Mexican 
is  the  fastest-growing  single  segment 
of  the  fast  foods.  Securities  analysts 
think  the  market  will  more  than  dou- 
ble in  four  years.  But  then,  says  Mi- 
chael Van  Dress,  an  Agriculture  De- 
partment economist,  the  growth  rate 
of  all  eateries  will  fall  to  half  of  its 
frantic  pace  during  the  Seventies. 
That  will  hurt  the  chains  more  than 
franchise  operations.  "If  you  don't 
franchise,"  says  Michael  Esposito  of 
Oppenheimer,  "you  can't  preempt  the 
market,  and  you  run  the  risk  of  being 
encapsulated  in  your  market."  Taco 
Viva  may  become  vulnerable.  Foulke 
is  still  planting  most  of  his  new  res- 
taurants in  Florida  and  has  chosen  to 
place  them  closer  together  in  order  to 
box  out  the  competition.  That,  of 
course,  has  led  to  lower  sales  per 
stand,  and  it  has  lengthened  his  pay- 
back period. 

That  suits  Foulke  just  fine.  "How 
big  do  you  really  need  to  get?"  he 
asks. — Ellyn  Spragins 


Tlhe  daughter  of  an  Iowa  furnace 
repairman  and  air-conditioner  in- 
staller, Pat  Duncan  had  big  ambi- 
tions. When  she  was  graduated  from 
the  University  of  Iowa  in  the  late 
1960s,  she  took  the  first  bus  to  New 
York  City.  "I  figured  if  I  stayed  in 
Iowa  I'd  wind  up  as  a  nurse,  teacher, 
secretary  or  farmer,"  she  says. 

Now  Duncan  runs  her  own  busi- 
ness, with  estimated  sales  of  more 
than  $2  million  a  year.  Her  firm,  the 
Great  American  Puzzle  Factory, 
founded  in  1976,  claims  second  place 
in  supplying  jigsaw  puzzles  to  the  gift 
store  and  catalog  market.  It's  well  be- 
hind the  industry  leader,  Hallmark, 
but  a  bit  ahead  of  Textron's  Sheaffer 
Eaton  subsidiary. 

Great  American  pays  a  standard  5% 
royalty  to  Hershey  Foods  and  An- 
heuser-Busch for  the  right  to  make 
puzzles  depicting  Hershey's  kisses  and 
Budweiser  cans.  For  the  hot-selling 
Garfield  the  cat  line  of  ten  puzzles,  it 
pays  United  Feature  Syndicate  an  un- 
disclosed, but  larger  than  standard, 
royalty.  The  single  bestselling  puzzle 
for  the  past  four  years  has  been  a  Paul 
Palnik  cartoon  that  depicts  1,000  tiny 
nudes.  Great  American  also  custom- 
makes  promotional  puzzles  for  such 
clients  as  Neiman-Marcus. 

Never  a  puzzle  fan  as  a  child,  Dun- 
can started  her  own  puzzle  business 
after  an  earlier,  unsuccessful  joint 


venture  in  the  field  with  a  longtime 
friend.  The  experience  taught  her 
some  lessons:  Let  out  manufacturing 
contracts,  for  example,  to  more  than 
one  source,  and  install  computer  ac- 
counting and  inventory  control  early 
in  the  game.  To  succeed  in  the  puzzle 
business,  however,  requires  market- 
ing savvy,  too.  Some  rules:  Splash  the 
puzzles  with  color  and  choose  topical 
themes;  cartoon  characters  and  famil- 
iar objects,  such  as  beer  cans,  now 
sell,  while  reproductions  of  Old  Mas- 
ters do  not.  Be  trendy,  but  not  too 
trendy,  because  a  puzzle  must  sell  in 
Tucson  and  Peoria  as  well  as  Manhat- 
tan and  Beverly  Hills. 

Great  American  sells  puzzles  to  gift 
stores  for  $3.50  each.  The  puzzles  re- 
tail for  $7.  Earnings  growth  has  been 
steady  except  in  recessionary  1982, 
when  profits  dropped  about  20% .  But 
where  will  new  growth  come?  That's 
a  puzzle.  "I'm  stumped,"  confesses 
Duncan.  She's  considering  diversifi- 
cation or  acquisitions.  One  thing  she 
probably  won't  do  is  enter  the  low- 
margin  toy-store  puzzle  market, 
dominated  by  Milton  Bradley. 

Duncan  has  had  several  feelers 
about  selling  the  business.  "I'd  con- 
sider the  right  offer,"  she  says.  "But  if 
I  got  it,  I'd  just  turn  around  and  start 
another  business.  I'm  very  money- 
motivated.  I  think  money  buys  you 
freedom." — John  R.  Dorfman 
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SOLID  STATE. 


The  recent  growth  of  "'high-tech',' 
ndustries  has  underscored  the 
alue  of  New  Jersey's  long  term 
ommitment  to  science  and  technology. 

From  Princeton's  Institute  for 
advanced  Studies  and  Rutgers, 
he  State  University,  to  the  28  state- 
ipproved  vocational  schools,  the 
;oal  remains  the  same  -  to  provide 
ndustry  with  the  productive,  quality 
workforce  so  critical  in  today's 
ompetitive  marketplace. 

Consider  our  educational 
esources,  for  example.  New  Jersey  has 
ive  universities,  21  four-yearcolleges, 
!2  two-yearcolleges,a  state  college 
>f  engineering  and  architecture, 
)lus  a  state  medical  and  dental  college. 


Consider  research  and  develop-  - 
ment.  Nearly  10%  of  the  nation's  total 
R&D  dollars  are  spent  in  New  Jersey. 
90%  of  these  funds  come  from  private 
industry.  This  makes  New  Jersey  not  only 
the  leader  in  privately  funded  research, 
but  the  nation's  leader  in  R&D  overall. 

Moreover,  the  State  Government  is 
dedicated  to  creating  ideal  conditions 
for  business  growth  in  New  jersey.  In 
1982,  the  N.J.  Economic  Development 
Authority  channeled  over$850  million 
in  low  interest  financing,  to  encourage  new 
business  development  and  expansion 
here. 

New  Jersey  also  offers  many 
advantages  in  terms  of  location,  people 
and  lifestyles.  The  talent  of  our  people  is 
but  one  reason  for  saying:  "New  Jersey 
and  You  .  Perfect  Together." 


To  learn  more  about  New  Jersey 
contact:  '.  • 

Borden  R.  Putnam,  Commissione 
Departmentof  Commerce  & 
Economic  Development 
CN  820,  Trenton,  NJ  08625 
Phone  (6091  292-2444 

Thomas  H .  Kean ,  Governor 
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Edited  by  Stephen  Kindel 


With  a  new  computer-aided  technique, 
physicians  can  produce  detailed  color 
maps  of  brain  activity  that  reveal  tumors, 
epilepsy,  even  mental  illness. 


Brain  storms 


By  Jon  Schriber 


THE  IMAGE  THAT  FLOWS  aCTOSS 
the  video  display  console  looks 
ike  some  brilliantly  hued  planet 
seen  from  the  depths  of  space.  Color 
contours  the  surface,  sometimes  in  a 
concentric  swirl  near  the  center  of  the 
orb,  sometimes  in  waves  that  crash 
around  the  edges.  But  these  are  not 
the  colossal  atmospheric  disturbances 
of  another  planet.  They  are,  in  fact, 
the  electrical  storms  of  a  hu- 
man brain. 

Sophisticated  machines  already  ex- 
ist to  probe  the  anatomical  structure 
of  the  brain:  CT  (computer  tomog- 
raphy) scans,  PET  (positron  emission 
tomography)  scans  and  NMR  (nuclear 
magnetic  resonance)  scans.  Now 
there  are  computer-generated  video 
images  of  brain  electrical  activity  as 
well,  which  give  medical  science  to- 
pographical maps  of  the  brain  as  it 
functions.  Physicians  are  making  use 
of  them  in  extraordinary  ways. 

"We  use  brain  mapping  a  great  deal 
for  evaluating  all  kinds  of  cognitive 
functions, "  says  Dr.  Roy  John,  director 
of  the  Brain  Research  Laboratory  of  the 
Department  of  Psychiatry  at  New 
York  University  Medical  Center, 
where  a  prototype  brain  wave  mapping 
device  has  been  in  use  for  about  a  year. 
"They  include  cognitive  dysfunctions, 
presenile  dementias  [such  as  Alz- 
heimer's disease],  alcohol-related  dis- 
ruptions in  functions,  mild  head  injur- 
ies and  psychoses,  including  schizo- 
phrenia and  manic  depression." 

Brain  wave  mapping  devices  are 
also  turning  up  in  the  operating  the- 


ater (NYU  has  used  them  in  about 
120  operations),  where  cerebral  cor- 
tex functions  are  monitored  during 
an  operation  to  warn  a  neurosurgeon 
of  the  first  sign  of  brain  damage.  At 
Children's  Hospital  in  Boston,  simi- 
lar mapping  devices  in  clinical  use  for 
two  years  have  diagnosed  covert  epi- 
lepsy, covert  brain  infarcts  (strokes  in 
newborn  infants)  and  recurrent  brain 
tumors.  Will  every  major  hospital 
and  medical  center  in  the  country 
soon  be  clamoring  for  its  own  brain 
wave  machine?  "In  a  word,  yes,"  says 
NYU's  John. 

The  specific  source  of  John's  excite- 
ment is  a  group  of  machines  known  by 
various  trade  names,  such  as  Brain 
State  Analyzer  or  BEAM,  an  acronym 
for  brain  electrical  activity  mapping. 
The  pioneers  in  the  field,  builders  of 
the  Children's  Hospital  BEAM  sys- 
tem, are  David  Culver,  an  electrical 
engineer  and  computer  programmer, 
and  Dr.  Frank  Duffy,  an  electrical  engi- 
neer, mathematician  and  physician  as- 
sociated with  Harvard  Medical  School 
and  Children's  Hospital. 

Culver  and  Duffy  make  a  brilliant  if 
slightly  eccentric  pair.  After  studies 
at  MIT  in  1966,  Culver  went  off  to 
design  and  build  sailboats  in  Maine 
for  a  few  years.  Tiring  of  the  rustic 
life,  he  did  a  brief  stint  as  a  computer 
programmer  with  a  then  small  com- 
pany, Digital  Equipment  Corp.  "I 
worked  there  for  eight  months,"  he 
says.  "It  was  the  only  real  job  I  ever 
had.''  He  had  his  own  consultancy 
business  when  Duffy,  looking  for  a 
programmer,  sought  him  out. 

That   was   in    1969.   Duffy  first 
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Tracking  a  brain  storm 

This  vivid  color  sequence  of  brain 
electrical  activity  mapping  (BEAM) 
captures  the  evoked  responses  of  the 
brain  of  a  50-year-old  man.  An  earlier 
diagnosis  made  on  the  basis  of  CT 
scans  found  that  the  patient  had  a 
gliablastoma,  a  type  of  brain  tumor 
with  a  90%  fatality  rate.  While  the 
tumor  was  in  remission,  the  pa- 
tient's doctor  requested  BEAM  maps, 
since  they  more  quickly  detect  re- 
sumption of  tumor  growth  that  was 
almost  sure  to  follow.  The  remission 
did  end.  The  faster  tumor  growth  is 
visible  in  these  plates  as  a  mass  of 
colors  on  the  center  line  in  the  left 
hemisphere.  In  frames  1  through  5, 
the  abnormality  is  highlighted  by  a 
yellowish  island  (for  positive  electri- 
cal activity)  in  a  darker  sea  of  concen- 
tric waves.  The  tumor  reemerges  as  a 
blue  swirl  (for  negative  electrical  ener- 
gy) as  the  sequence  continues  in 
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frames  6  through  10.  In  the  lower  right 
corner  of  each  picture  is  a  color-cod- 
ed scale  for  the  electrical  amplitude 
range,  from  high  (yellow)  to  low 
(blue).  These  10  exposures  are  part  of  a 
standard  series  of  128  frames  taken 
in  just  half  a  second — the  instant  im- 
mediately following  the  sharp  click 
used  as  an  auditory  stimulus  to  evoke 
a  response  in  the  brain.  From  these,  a 
BEAM  movie  is  made.  It  is  an  animat- 
ed replication  of  the  brain's  electri- 
cal activity,  and  is  compared  by  com- 
puter analysis  to  the  reaction  of  a 
normal  population.  A  map  summariz- 
ing the  subject's  images  and  measur- 
ing the  deviance  from  normal  is  then 
produced  (11).  For  this  patient,  the 
white  area  over  the  center  of  the  tumor 
shows  an  extraordinary  degree  of  ab- 
normality. The  patient,  a  former 
newspaper  editor,  died  shortly  after 
these  pictures  were  taken. 


worked  with  Culver,  who  had  been 
recommended  by  Digital,  in  the  Army 
when  doing  research  on  organophos- 
phate  (nerve  gas)  poisoning.  Duffy 
used  an  electroencephalogram  (EEG) 
to  study  brain  waves  of  people  sus- 
pected of  having  been  exposed  to  the 
substance. 

Five  years  later  Duffy,  out  of  the 
Army,  came  up  with  the  idea  for  BEAM. 
After  trying  to  interest  several  compa- 
nies in  it,  he  turned  to  his  old  colleague, 
Culver.  "He  thought  it  would  be  nice  to 
map  topographically  the  brain  wave 
EEG  data  we  had  been  analyzing  for 
years, "  Culver  recalls.  The  concept  for 
brainwave  mapping  was  simple:  Marry 
an  EEG  machine  with  a  high-speed 
computer  and  video  monitor. 

The  technique  works  by  using  an 
ordinary  electroencephalogram  to  col- 
lect the  raw  data.  A  standard  grid  pat- 
tern of  20  electrodes  is  pasted  onto  a 
subject's  scalp  to  detect  the  slight 
variations  of  voltages  and  frequencies 
in  the  electrical  firing  of  his  10  billion 
nerve  cells.  These  im- 
pulses are  then  translated 
into  parallel  rows  of  jag- 
ged lines,  much  like  a 
seismograph.  A  trained 
physician  interprets  their 
meaning  by  eyeballing  his 
way  through  the  reams  of 
printouts.  The  brain 
waves  of  an  epileptic,  for 
instance,  are  readily  iden- 
tifiable by  "spikes"  or 
broad  wriggles  in  the  saw- 
tooth-like EEG  lines.  "But 
for  most  abnormalities 
and  diseases,"  says  Duffy, 
"the  discontinuities  are  very  hard  to 
spot  by  eye." 

Enter  the  computer,  which  accepts 
the  output  of  a  20-channel  EEG  and 
automatically  converts  it  to  a  color 
contour  map  of  the  brain's  electrical 
charges — a  sort  of  weather  map  of 
fleeting  thoughts,  scattered  emotions 
and  cool  perceptions.  With  different 
shades  assigned  to  different  voltages, 
subtle  imbalances  in  electrical  activ- 
ity stand  out  in  stark  contrast.  Presto. 
A  neurologist  who  once  had  to  try  to 
visualize  such  an  image  in  his  head 
after  scrutinizing  reams  of  EEG 
scratchings  now  can  see  it  before  his 
eyes  in  living  color. 

The  system  that  Culver  and  Duffy 
made  in  the  mid-1970s  forced  them  to 
use  great  ingenuity  to  build  a  sophisti- 
cated piece  of  equipment.  "We  built 
part  of  our  first  topological  display 
device  by  going  to  a  science  magazine 
and  getting  the  plans  for  a  display 
unit,"  says  Duffy,  a  confirmed  do-it- 
yourself  ham  radio  buff.  But  there  is 
nothing  rudimentary  about  the  BEAM 
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DEMAND  WAS  GROWING.  SO  WERE  PRODUCTION  COSTS. 
INCREASED  PRODUCTIVITY  WAS  THE  SOLUTION. . . 
BUT  COULD  OUR  PEOPLE  ACHIEVE  IT  ? 

MAZDAS  126.45 


Anyone  who  has  watched 
Mazda  over  the  past  seven 
years  has  witnessed  something 
out  of  the  ordinary. 

An  extraordinary  increase 
in  productivity. 

Productivity  has  risen 
126.4%  as  production  volume 
climbed  from  19.3  vehicles 
per  employee  in  1975  to  43.7 
vehicles  in  1982. 

This  dramatic  increase  was 
our  solution  to  the  problem  of 
gaining  control  of  production 
costs  which  began  to  spiral 
rapidly  upward  during  the 
mid -'70s. 

Increased  productivity  also 
allowed  us  to  satisfy  a  growing 
demand  for  our  products  in 
markets  around  the  world.  In 


By  helping  to  design  work  motion 
charts,  our  people  are  making  assembly 
line  operations  more  efficient. 

CY 1982,  this  demand  thrust 
Mazda  above  the  1.1  million- 
unit  mark  in  production,  and 
once  again  made  us  the  third- 
largest  automaker  in  Japan. 


A  MAJOR  REDUCTION 
OF  INVENTORY. 

Our  plan  to  increase  produc- 
tivity was  vast  in  scope.  Yet,  in 
essence,  it  was  but  an  effort  to 
reduce  costs  while  continuing 
to  produce  high  quality  auto- 
mobiles in  the  shortest  pos- 
sible time. 

Our  Operation  50  program 
is  one  example  of  this  effort.  It 
worked  to  reduce  our  inventory 
of  in-process  production  parts 
and  materials  by  50%  over  a 
three  year  period.  And  con- 
tinuing efforts  have  resulted  in 
even  further  reductions  as 
inventory  has  been  trimmed 
from  6.8  days  supply  in  1975  to 
only  1.8  days  in  1982. 


INVENTORY 

REDUCTION 

MAY  1975 

6.8  DAYS 

NOV.  1982  k 

1.8  DAYS  ■ 

Mazda  reduced 

inventory  73% 

since  1975. 

Inventory 
reduction 
resulted  in  a 
tremendous 
savings  in 
expenses.  It 
also  revealed 
snags  in  the 
production 
process  which 
would  have 
otherwise 
remained 
hidden.  By  eliminating  these 
snags,  we  were  able  to  achieve 
a  significant  improvement  in 
both  the  flow  of  production  and 
the  reliability  of  production- 
related  equipment. 

ANEW 
PRODUCTION  SYSTEM. 

Inventory  reduction  ushered 
in  our  new  system  of  syn- 
chronized production. 

We  no  longer  maintain 
large  inventories  of  parts  and 


directly  to  the  production 
lines  without  any  ongoing 
inspection  on  our  part. 

PEOPLE  PROVIDED 
THE  SOLUTION. 

Our  people,  workers  and  man- 
agement alike,  figure 
prominently  in  our  effort 
to  increase  productivity. 

Since  1975,  they've 
contributed  more  than 
six  million  suggestions  to 
improve  productivity 
and  quality— and  more 
than  50%  of  their  ideas 
have  been  adopted. 
Nearly  2.6  million  sug- 
gestions were  generated 
in  1982  alone.  More  than 
were  received  by  any 
other  automaker  in  Japan. 

Sixteen  of  our  people  were 
also  selected  to  spearhead 
Mazda's  MM  Operation,  a  pro- 
gram which  finds  them  work- 
ing closely  with  production 


gress  toward  this  goal. 

For  example,  our  new  Hofu 
plant,  which  began  operation 
in  September  1982,  is  capable 
of  simultaneously  assembling 
nine  different  automobile 
body  types  in  three  different 


IOLUTION 


materials.  Rather,  we  bring 
these  forward  only  as  we  need 
them,  and  schedule  them  to 
arrive  at  our  pro- 
duction lines  just 
in  time  for  the  next 
step  in  the  manu- 
facturing process. 

This  kind  of 
synchronization 
demands  tight  co- 
ordination between 
our  various  divi- 
sions, as  well  as 
between  us  and 
our  suppliers  and 
their  subcontractors.  In  fact, 
all  of  our  domestic  suppliers 
and  subcontractors  have  met 
our  standards  for  in-house 
quality  control  and  now  deliver 


AUTOMOBILE  PRODUCTION 
IN  JAPAN  IN  1982 

Maker  Units 

1  Toyota 

3,144,557 

2  Nissan 

2,407,734 

3  Mazda 

1,110,164 

4  Honda 

1,020,078 

5  Mitsubishi 

969,445 

6  Suzuki 

603,153 

7  Subaru 

513,506 

8  Daihatsu 

464,245 

9  Isuzu 

404,871 

10  Hmo 

61,445 

Mazda  is  Japan's 
third  largest  automaker. 

management  in  an  ongoing 
effort  to  spread  proven  produc- 
tivity methods  throughout 
the  production 
system.  And  their 
participation  has 
paid  dividends, 
both  in  terms  of 
improved  produc- 
tivity and  higher 
quality  standards. 


A  MORE 
PRODUCTIVE 
FUTURE. 


Our  goal  is  to  create  a  pro- 
duction system  that  is  capable 
of  responding  rapidly  to  shifts 
in  market  demand.  And  we've 
already  made  considerable  pro- 


Rnbots  improve  productivity  and 
also  relieve  our  people  of  the  more 
odious  production  tasks. 

model  variations.  And  with 
155  computer-controlled  robots, 
Hofu  clearly  represents  the 
state-of-the-art  in  terms  of 
automation  and  production 
flexibility. 

But  while  automation  has 
become  increasingly  important 
to  production  operations,  our 
people  will  continue  to  play 
the  essential  role. 

The  people  at  Mazda  are 
committed  to  producing  the 
highest  quality  products  at  the 
lowest  possible  cost,  and  in 
the  shortest  possible  time. 

And  our  126.4%  solution 
to  the  problem  of  controlling 
production  costs  is  powerful 
evidence  that  this  commitment 
is  being  fulfilled. 


FREE  1982  ANNUAL  REPORT 

We'd  like  you  to  know  more  about  Mazda. 
For  a  free  copy  of  our  1982  Annual  Report, 
just  send  your  name,  address,  city  state 
and  zip  code  to  the  address  shown. 

Mailing  &  Marketing  Inc. 
670  North  Batavia  St.,  Orange,  CA  92668 
Attn:  Mazda  Annual  Report  Offer 


Technology 


now.  In  addition  to  mapping  general 
brain  wave  activity,  the  device  can  be 
used  for  sensory  evoked  potentials. 
Evoked  potentials  arc  the  reactions  by 


But  the  problem  with  a  simple  visual 
inspection  of  the  brain  wave  map  is 
that  it  may  not  be  obvious  which  side 
of  the  asymmetrical  image  is  the  ab- 
normal or  changed  side.  To  solve  this, 
the  researchers  employed  a  technique 
originally  used  to  detect  submerged 
submarines  by  their  wakes  on  the 
ocean  surface.  By  this  method  the  im- 
ages are  reprocessed  into  new  maps 


BEAMing  back  the  answers 


The  senses  are  the  brain's  windows  on  the  outside  world,  but  through  a 
technique  known  as  "evoked  response"  they  provide  a  critical  pathway 
for  physicians  peering  in.  The  reaction  of  each  part  of  the  brain  stem  to  a 
Hashing  light  or  a  sharp  noise  is  easily  recorded  by  oscilloscope  tracings 
(1-7),  but  in  the  critical  area — the  upper  brain — responses  were  too  com- 
plex to  map  until  the  advent  of  brain  wave  mapping. 
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the  brain  to  sudden  stimuli — a  flash  of 
light,  a  loud  click,  an  electric  shock. 
Since  the  response  to  a  single  stimu- 
lus would  be  lost  in  the  ordinary  back- 
ground noise  of  brain  activity,  any 
stimulus  has  to  be  rapidly  repeated 
hundreds  of  times  to  evoke  enough 
response  to  measure.  BEAM'S  com- 
puter averages  the  activity  of  the 
brain  during  the  half-second  after 
each  flash  and  separates  it  into  128 
individual  frames,  each  "exposed"  for 
four  milliseconds.  Playing  them  in 
rapid  sequence  is  what  animates  the 
view  of  the  brain  into  a  sea  of  colored 
waves  washing  from  one  side  of  the 
cranium  to  the  other  (see  pictures). 

Pathology,  as  might  be  expected, 
often  produces  asymmetrical  patterns. 


showing  the  degree  of  deviation  from  a 
norm.  In  a  study  on  schizophrenia,  for 
example,  Duffy  found  that  a  control 
population  of  normal  subjects  and 
known  schizophrenics  had  different 
brain  wave  patterns. 

Indeed,  the  use  of  a  normative  data 
base  to  compare  individual  patient  be- 
havior is  the  secret  of  topological 


mapping's  great  potential  as  a  diag- 
nostic tool.  "We  find  that  the  patterns 
displayed  in  these  various  head  pic- 
tures tend  to  differ  from  disease  to 
disease,"  explains  NYU's  John.  "With 
the  use  of  a  normative  base  you  can 
even  begin  to  think  about  using  the 
change  in  abnormality  observed  over 
time  to  guide  you  in  the  pharmaco- 
logical management  of  patients." 

Perhaps  more  important,  brain 
wave  mapping  is  useful  in  diagnosing 
maladies  when  there  is  no  apparent 
anatomical  problem.  Certain  kinds  of 
epilepsy,  for  instance,  are  often  not 
detected  in  routine  EEG  exams.  The 
symptoms  of  one  of  these,  temporal 
lobe  epilepsy,  can  easily  be  misdiag- 
nosed as  schizophrenic  behavior. 
"Once  the  patient  ends  up  in  a  mental 
hospital, "  says  Duffy,  "unless  he  has  a 
seizure,  no  one  will  ever  think  of  epi- 
lepsy again."  But  a  brain  wave  map 
will  show  the  epilepsy. 

Rapidly  diagnosing  recurrent  tu- 
mors is  also  the  province  of  the  map- 
ping technique.  CT  scans,  which  use 
X  rays,  are  among  the  most  effective 
means  of  locating  tumors.  But  after 
chemotherapy,  debris  left  from  the 
treatment  will  impede  the  discovery 
of  new  tumor  growth.  Topological 
mapping  can  find  a  regrowth  before 
irreversible  brain  damage  occurs. 

As  good  as  it  appears  to  be,  both 
John  and  Duffy  are  of  the  opinion  that 
topographical  mapping  is  also  a  sup- 
plemental technique,  meant  to  be 
used  in  conjunction  with  devices 
such  as  CT  scanners  and  NMR. 

But  like  the  devices  they  are  meant 
to  augment,  brain  mapping  machines 
are  not  cheap.  One  model  on  the  mar- 
ket in  fapan  and  Europe,  made  by  Ni- 
non Kohden,  a  Japanese  manufacturer 
of  medical  instruments,  sells  for  a  lit- 
tle over  $80,000,  but  does  not  include 
the  cost  of  a  $25,000  EEG  machine 
that  is  sold  separately.  Duf- 
fy faults  the  machine  for 
being  too  slow  and  "not  set 
up  with  control  groups.  It's 
just  a  toy." 

The  BEAM  machine,  the 
first  production  model  of 
which  is  due  in  early  sum- 
mer, is  certainly  not  a  toy. 
Priced  at  over  $500,000,  it 
is  the  "Rolls-Royce"  of 
mapping  machines,  accord- 
David  Culver.  A  third  ma- 
Cordis  Corp.  of  Mi- 


mg  to 

chine,  made  by 
ami,  Fla.,  may  be  out  shortly,  pend- 
ing Food  &.  Drug  Administration 
approval,  at  a  price  between 
$100,000  and  $120,000.  Says  John, 
who  designed  it:  "It  is  faster  than  the 
BEAM  and  it  can  contrast  a  subject's 
map  with  norms  that  include  age 
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categories  or  the  patient's  previous 
condition.  It  also  permits  you  to 
make  serial  measurements  of  a  pa- 
tient, to  see  how  the  state  of  the 
brain  changes  with  treatment." 

How  broad  might  the  market  ulti- 
mately be?  "I  can't  think  of  an  area 
related  to  the  brain  where  BEAM  [or 
BEAM-like  machines]  isn't  going  to 


be  used,"  says  David  Culver,  speaking 
in  his  role  as  chairman  of  Braintech 
Inc.,  the  maker  of  BEAM.  "I  can't 
even  speculate  on  the  uses  outside  of 
direct  medicine,  such  as  biofeedback 
or  lie  detection." 

Or  help  advertisers  get  into  the 
minds  of  consumers'  The  possibili- 
ties for  brainstorming  are  limitless. 


Bits  of 

Tlhose  workhorses  of  the  new  indus- 
trial age,  the  microprocessor  and 
the  random  access  memory,  have 
been  turned  into  yet  another  round  of 
lifestyle  improvements.  This  time,  it 
is  what  is  being  called  the  "home 
medical  electronics  market,"  and  it 
has  lured  Timex  and  GE,  among  oth- 
ers, into  some  serious  spending  in 
hopes  of  garnering  a  portion  of  that 
market,  whatever  it  happens  to  be. 

Timex,  for  example,  has  married  a 
four-bit  microprocessor  to  a  small 
amount  of  memory  and  cheap,  reli- 


profit 

$50.  Five  years  ago  a  thermometer 
accurate  to  within  a  millimeter  of 
mercury  would  have  cost  $400.  A 
blood  pressure  cuff  of  such  sophistica- 
tion simply  did  not  exist. 

But  do  we  need  such  sophistica- 
tion? Only  a  person  on  the  most  rigor- 
ous weight  control  program  might 
need  a  scale  of  the  accuracy  that  Tim- 
ex provides,  and  the  major  users  of  a 
highly  accurate  digital  thermometer 
are  likely  to  be  women  who  need  to 
record  basal  temperature  in  order  to 
time  their  ovulatory  cycle.  Hardly 


able  sensors  and  transducers,  and  de- 
veloped a  line  of  health  monitoring 
devices.  Its  Timex  Medical  Products 
subsidiary,  based  in  Waterbury, 
Conn.,  has  so  far  introduced  three 
products:  a  digital  electronic  blood 
pressure  meter,  a  computerized  scale 
and  a  digital  thermometer.  The  scale 
is  accurate  to  within  half  a  pound,  the 
thermometer  to  within  0.2  of  a  degree 
Fa'hrenheit.  The  blood  pressure  moni- 
tor does  away  with  the  need  for  a 
stethoscope,  automatically  takes  two 
or  three  readings  and  then  gives  an 
averaged  readout  of  pulse  and  blood 
pressure. 

Because  of  rapidly  falling  compo- 
nent prices,  such  accuracy  comes  at  a 
surprisingly  low  cost.  Timex  sells  the 
thermometer  for  $25,  the  blood  pres- 
sure monitor  for  $70  and  the  scale  for 


mass  markets.  Why,  then,  do  such 
products  appear? 

The  answer  is  simply  that  the 
microprocessors  are  available.  In  the 
almost  frenetic  drive  to  lower  the  cost 
of  computers  while  boosting  their 
power,  chip  manufacturers  have  in- 
vested billions  of  dollars  in  each  new 
generation  of  memory  and  microproc- 
essor power.  The  only  way  that  those 
investments  can  pay  off  is  in  produc- 
tion runs  of  tens  of  millions  of  chips. 
It's  much  like  the  old  vaudeville  joke 
about  the  manufacturer  who  claims 
he  loses  a  little  on  each  item  he 
makes,  but  that  he  makes  it  up  in 
volume.  Chip  manufacturers  do  just 
that,  and  the  only  way  they  can  get  up 
to  break-even — and  actually  start 
making  money — is  to  spur  the  devel- 
opment of  products  that  eat  their  way 


through  chips  by  the  ton.  That's  how 
we  wind  up  with  video  games  and 
game  cartridges  (both  employ  micro- 
processors and  memory),  talking  cars, 
programmable  washing  machines  and 
the  home  medical  electronics  market. 
In  order  to  get  to  affordable  computers 
that  perform  endless  useful  func- 
tions— industrial  process  monitoring, 
lifesaving,  the  movement  of  huge 
amounts  of  financial  information — 
you  have  to  wade  through  an  awful  lot 
of  microprocessor-based  frippery. 

Fifty  years  ago  the  noted  Swiss-born 
architect  Le  Corbusier  wrote  a  mani- 
festo deploring  the  trivialization  of 
technology.  For  him,  the  creation  of 
products  whose  main  purpose  was  the 
absorption  of  surplus  income  from  a 
rising  middle  class  was  an  abomina- 
tion, especially  in  a  world  still  recov- 
ering from  the  ravages  of  World  War  I. 
Cheap  housing  and  affordable  furni- 
ture, argued  Le  Corbusier,  had  to 
come  before  radios  and  ornate  con- 
sumer goods.  He  was  wrong,  of 
course.  The  needs  of  the  middle  class, 
"trivial"  though  they  may  be  to  a 
"Corbu,"  supplied  the  jobs  that 
brought  about  post-World  War  I  pros- 
perity. Equally  wrong  today  are  those 
critics  who  deplore  the  waste  of  valu- 
able computer  resources  on  video 
games.  In  order  for  real  growth  to  take 
place,  the  marketplace  must  have 
more  goods  from  which  to  choose,  not 
fewer. — Martin  Love 


Fat  in  the  fire 

Fl  or  the  soybean  growers  of  Amer- 
ica, life  isn't  all  just  pernuts  and 
tofu.  Producing  one  of  the  world's 
greatest  sources  of  cheap  protein, 
American  soybean  growers  for  years 
have  ridden  a  roller  coaster  of  demand 
and  indifference  for  the  meal,  flour 
and  oil  that  can  be  extracted  from  the 
hardy  legume.  The  basic  problem 
with  soybeans  is  that,  while  their 
component  chemicals  can  be  re- 
shaped into  almost  anything  from 
breakfast  sausage  to  mock  chicken, 
they  are  essentially  a  poor  man's  food: 
In  every  country  where  soybeans  are  a 
staple,  demand  drops  as  incomes  risre. 

That  drives  the  farmers  who  have 
staked  their  fortunes  on  soybeans 
crazy.  But  they  have  come  up  with  a 
forward-looking  solution  by  examin- 
ing the  lessons  of  history.  Long  before 
there  was  much  of  a  food  market  for 
soybeans  beyond  the  Far  East,  Ameri- 
can chemical  companies  were  buying 
the  bean  in  quantity  for  its  oil  and  fats 
and  turning  them  into  chemicals 
ranging  from  paints  and  plastics  to 
explosives.  Cheap  petroleum  ended 
the  chemical  demand  for  soybean  oil 
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after  World  War  II.  But  now,  after  the 
drop  in  petroleum  prices,  soybean  oil 
is  nearly  competitive  again  with  pe- 
troleum for  certain  chemical  uses, 
and  it's  there  that  soybean  growers 
hope  to  make  their  stand,  backed  up 
by  some  interesting  research. 

Soybean  oil  is  amazingly  versatile. 
It  doesn't  evaporate  easily.  If  you  add 
hydrogen  to  it,  you  get  a  high  yield  of 
fatty  acids,  those  long  carbon  chains 
that  give  soaps,  detergents  and  plas- 
tics their  adhesive  quality.  It  loses  its 
odor  easily  in  a  simple  refining  pro- 
cess. It's  biodegradable.  And,  unlike 
petroleum  crude,  which  has  varying 
qualities,  soybean  oil  is  always  the 
same  consistency.  "It's  well  defined," 
says  David  Erickson,  director  of  the 
oil  program  at  the  American  Soybean 
Association.  "It's  clean.  What  you 
buy  is  what  you  get." 

Some  of  what  you  get,  and  what  has 
researchers  excited,  is: 

•  A  pesticide  carrier.  Pesticides  are 
mixed  with  water  or  petrochemicals 
before  being  sprayed.  Water  evapo- 
rates so  quickly  that  you  need  a  lot  to 
lay  down  bug  and  weed  killers,  while 
petrochemical-based  pesticides  pol- 
lute the  environment.  Soybean  oil  is 
biodegradable,  and,  since  it  doesn't 


evaporate  quickly,  you  need  far  less  of 
it  as  a  pesticide  carrier:  two  quarts  of 
soy  oil  per  gallon  of  pesticide,  com- 
pared with  15  quarts  of  water.  "This 
has  a  lot  of  sex  appeal  to  farmers," 
says  Erickson.  About  50  million 
pounds  of  soy  and  cottonseed  oil  are 
used  as  carriers  right  now.  Erickson's 
estimate  of  use  in  five  years:  500  mil- 
lion pounds. 

•  A  grain-dust  control.  In  the  dry 
heat  of  summer,  the  fine  dust  in  grain 
elevators  can  ignite,  and  blow  an  ele- 
vator to  kingdom  come.  That's  how 
14  elevators  exploded  in  1982,  killing 
12  people.  When  sprayed  over  the 
grain,  deodorized  soybean  oil  can  hold 
down  90%  of  that  dust.  Estimated 
future  use:  200  million  to  500  million 
pounds. 

•  A  specialty  chemical.  The  fatty 
acids  derived  from  the  oil  have  al- 
ready been  added  to  polyvinyl  chlo- 
ride to  make  plasticizers  for  garden 
hoses,  coatings  for  household  appli- 
ances and  preservative  agents  for 
bread  and  other  foods.  With  petro- 
chemical fatty  acids  such  as  benzene 
and  ethylene  rising  in  price,  chemical 
processors  at  the  Procter  &  Gamble 


level  are  looking  into  soybean  oil  as  a 
main  ingredient  in  detergents,  fabric 
softeners  and  high-quality  plastics. 
The  chemical  industry  could  be  using 
upwards  of  280  million  pounds  of  soy- 
bean oil  in  five  years. 

But  there  are  some  stones  that 
could  foul  up  the  machinery.  So  far 
the  chemical  companies  remain  un- 
committed, since  many  have  already 
tried  to  break  the  petrochemical  habit 
with  tallow,  a  rich  animal  source  of 
fatty  acids.  You  can  get  more  pure 
fatty  acids  per  pound  from  soy  oil,  but 
with  tallow  selling  at  about  15  cents  a 
pound  and  soy  oil  at  about  19  cents, 
no  one  wants  to  invest  in  making  yet 
another  refinery  conversion.  Worse,  if 
the  price  of  soy  oil  drops  and  becomes 
really  competitive  with  tallow,  farm- 
ers and  crushers — the  processors  of 
meal  and  oil — might  not  be  able  to 
make  money  no  matter  what  the  vol- 
ume of  soy  oil  offered  on  the  market. 

While  American  farmers  maneu- 
ver, the  world  does  not  sit  idly  by. 
Other  countries,  Spain,  Portugal  and 
Greece  among  them,  are  acquiring 
the  ability  to  process  the  soybeans 
they  import — and  to  dump  huge  soy 
oil  surpluses  on  the  export  market. 
Meanwhile,  in  the  Far  East,  Malaysia 
is  cranking  out  4  million  tons  of  palm 
oil  a  year,  yet  another  source  of  fatty 
acids.  Will  the  glut  of  vegetable  oils 
ever  go  away? — Christopher  Power 


I  22 


FORBES,  IUNE  6,  1983 


Here's  a  plug 
for  our  friends 


at  IBM  and 
Honeywell. 


ITT 


•  W.TEM  MEADS 
«PU*  LOCKED 

:  oevcc  sfuKt 
tot  Moot, 

CASl 
SWOC  -MOW 

'meg  w*irw*G '. 


As  Wall  Street  analysts  are  real- 
izing, there's  an  enormous  market 
for  "plug  compatible"  terminals. 

Which  are  what?  Computer 
terminals  that  connect  easily  (and 
economically)  with  such  popular 
mainframe  computers  as  IBM's  and 
Honeywell's. 

We  know  one  line  of  plug  com- 
patibles that  can  do  everything  that 
IBM's  and  Honeywell's  own  terminals 
can— plus  a  thing  or  two  they  can't. 

And  when  you  consider  that 
these  plug  compatibles  are  sub- 
stantially less  expensive  too— well, 
you  can  see  the  up-side  potential. 

The  name  of  these  other  termi- 
nals? ITT  Courier.  And  the  company 
behind  them  is  ITT 

At  ITT  we're 
investing  in  the 
future.  What  are 
you  investing  in? 
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Clark  Burrus 
Goi'eniment,  Health  &  Senices 


"At  First  Chicago,  teams  of  industry  special- 
ists deliver  exactly  what  you  need.  Whether 
through  municipal  financing,  bond  under- 
writing; or  cash  management,  the  First 
Teamwork  commitment  is  to  serve  the  ,  - 
complex  financial  needs  of  municipalities, 
health  care  facilities  and  educational 
institutions. 

"Since  1872.  First  Chicago  has  estab- 
lished a  reputation  for  consistency  and 
innovation  in  government,  health  and 
education  services,  Starting  with  products 
like  tax-exempt  commercial  paper  and 
demand  notes.  And  followed  by  specialized 
products  such  as  financial  futures  and  inter- 
est rate  swaps.  It's  what  you  expect  from 
the  product  innovators  at  First  Chicago. 

"The  hallmark  of  financial  leadership 
is  more  than  just 'deal'  making.  It's  a  total 
commitment  to  building  lasting  partner- 
ships with  our  customers.  A  relationship 
focused  on  your  needs.  That's  what  makes 
First  Teamwork  special. 

"See  how  our  commitment  can 
benefit  you.  Call  me,  Clark  Burrus.  at 
(312)732-7997." 


Atlanta  -  Baltimore—  Boston— Chicago— Cleveland— Dallas- 
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Hong  Kong —Jakarta — Kano—  Kingston — Lagos — London — Madnd — 
Manila — Mexico  City — Milan — Munich — Nairobi — Panama  City — 
Paris— Port  Harcourt— Rome— Santiago— S3o  Paulo— Seoul— 
Sharjah — Singapore — Stockholm — Sydney  —Tokyo  —Toronto — 
Warsaw— Zurich 
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Here's  our  list  of  chief  executives  salaries.  To  get  into  the  top  ten  it 
helps  to  work  hard.  But  the  odds  go  way  up  if  you  start  your  own 
company  and  its  in  a  service  business. 


The  $50  million  man 


It  may  come  as  a  shock  to  learn 
that  in  a  recession  year,  when 
hundreds  of  businesses  were  run- 
Ining  into  the  red  and  the  job- 
less rolls  were  mounting,  a  pair  of 
executives  earned  close  to  $100  mil- 
lion between  them.  The  income  of 
each  of  the  top  two  executives  on 
this  roster — Federal  Express'  Freder- 
ick Smith  and  Toys  "R"  Us'  Charles 
Lazarus — was  double  that  of  last 
year's  leader.  Smith  took  home  a 
cool  $51.5  million,  and  Lazarus 
earned  $43.8  million. 

These  were  not  salaries  but  rewards 
for  entrepreneurship.  Smith  founded 
Federal  Express;  Lazarus 
pulled  Toys  "R"  Us  up 
from  bankruptcy.  The  bulk 
of  their  earnings  came  from 
the  exercise  of  stock  op- 
tions granted  years  ago. 

Smith,  for  example,  had 
warrants  to  purchase  Feder- 
al Express  shares  for  only 
63  cents.  Its  stock  now 
trades  at  $82.  That's  be- 
cause his  ten-year-old  com- 
pany earned  $78  million 
last  year,  employs  12,500 
people  and  helped  create 
the  fast-growing  air  parcel 
delivery  business.  Toys  "R" 
Us  is  nearly  as  big,  with 
earnings  of  $64  million  and 
over  10,000  employees. 

Scan  the  names  of  the  ten 
best-paid  and  you  will  find 
two  other  owner-managers. 
Ronald  Assaf  cofounded 
Sensormatic  Electronics, 
which  makes  electronic  de- 
tectors for  retailers,  in 
1967,  and  Richard  Earner 
helped  launch  National 
Medical  Enterprises,  the 
hospital  management  com- 
pany, in  1969.  Both  entre- 


preneurs scored  big  in  1982  by  acquir- 
ing low-cost  shares. 

In  this  year's  top  ten  the  first  seven 
firms  are  service  companies.  They  do 
everything  from  offering  financial  ad- 
vice to  towing  oil  rigs.  Representa- 
tives of  classic  smokestack  America? 
Way  down  the  list. 

Our  survey  includes  the  chief  ex- 
ecutives of  808  companies  that  were 
ranked  in  one  or  more  of  the  Forbes 
500s  lists.  And  here's  the  interesting 
point:  The  big  rewards  do  not  go — as 
the  public  seemingly  thinks — to 
those  who  run  our  big  corporations. 
Rock  stars,  athletes  and  TV  personal- 


Definitions 


The  Securities  &  Exchange  Commission's  latest 
requirements  for  proxy  statements  are  the  basis  for 
the  numbers  in  the  table  that  follows. 

Salary  and  bonus 

Includes — in  addition  to  salary  and  cash  bonuses — 
directors'  fees,  commissions  and  payments  made 
on  long-term  incentive  plans. 

Benefits 

Includes  cash-equivalent  forms  of  compensation 
such  as  company-paid  life  insurance  premiums  or 
club  dues,  use  of  company  car  or  plane  and  other 
fringe  benefits;  also  stock  bonus  awards,  thrift  plan 
contributions  and  restricted  stock  awards  vested  or 
released  from  restrictions  in  1982. 

Contingent  remuneration 

Includes  the  amounts  expensed  for  deferred  com- 
pensation agreements  and  accruals  (or  credits)  un- 
der performance-related  long-term  incentive  plans. 

Stock  gains 

Includes  net  value  realized  in  shares  or  cash  from 
the  exercise  of  stock  options  and/or  stock  appre- 
ciation rights  (SARs)  granted  in  prior  years.  SARs 
may  have  been  previously  reported  as  contingent 
remuneration. 


ities  make  much  more  money  than 
most  senior  executives  in  large  corpo- 
rations. If  you  want  to  make  more 
money  than  Jane  Fonda  or  Willie  Nel- 
son, don't  work  for  Exxon  or  IBM; 
start  your  own  business. 

Making  comparisons  can  be  tricky. 
Year-to-year  earnings  figures  can  be 
distorted  by  compensation  deferred 
from  prior  periods  and  paid  in  1982. 
Particularly  big  numbers  often  mean 
that  an  executive  is  benefiting  from 
stock  appreciation  over  an  extended 
period  of  time. 

Note,  too,  that  our  figures  are  for 
chief  executives  only — and  in  busi- 
nesses in  which  incentive 
compensation  is  common, 
the  boss  is  not  necessarily 
the  man  with  the  biggest 
paycheck.  Disclosure  rules 
require  that  a  corporation 
list  only  the  earnings  of 
its  five  highest-paid  offi- 
cers. At  Phibro-Salomon, 
for  example,  that  didn't 
include  Chief  Executive 
David  Tendler.  John  Gut- 
freund,  who  runs  Salomon 
Brothers  and  scored  big 
because  of  booming  bro- 
kerage business,  took 
home  $2.5  million  in  sala- 
ry and  bonuses. 

Even  with  its  limits,  of 
course,  this  list  makes  for 
fascinating  reading.  But 
while  you  are  recasting 
your  career  goals  to  join  the 
big  payers,  keep  your  eye  on 
Wall  Street.  Stock  apprecia- 
tion is  a  major  component 
of  most  seven-figure  com- 
pensation packages.  With 
the  market's  rash  of  new 
records,  don't  be  surprised 
if  1983  brings  the  first  $100 
million  man. 
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Frederick  W.  Smith 
Federal  Express 


Richard  K.  Earner 
National  Medical  Enterprises 


$  413,590 


Salary  &  bonus 


$  675,183 


704 

Benefits 

117,436 

— 

Contingent 

— 

51,129,969 

Stock  gains 

2,652,099 

$51,544,263 

Total 

$3,444,718 

Charles  Lazarus 
Toys  'R'  Us 

John  P.  Laborde 
Tidewater 

$  1,430,616 

Salary  &  bonus 

$  708,161 

12,292 

Benefits 

4,956 

45,400 

Contingent 

32,041 

42,359,753 

Stock  gains 

2,468,372 

$43,848,061 

Total 

$3,213,530 

Ronald  G.  Assaf 
Sensormatic  Electronics 

David  J.  Mahoney 
Norton  Simon 

$  249,712 

Salary  &  bonus 

$  887,917 

33,276 

Benefits 

351,577 

7,826 

Contingent 

611,121 

6,994,715 

Stock  gains 

1,145,421 

$7,285,529 

Total 

$2,996,036 

Steven  J.  Ross 

Warner  Communications 

Thomas  V.  Jones 
Northrop 

$2,301,497 

Salary  &  bonus 

$1,181,414 

95,741 

Benefits 

351,626 

1,283,835 

Contingent 

1,377,595 

Stock  gains 

$3,681,073 

Total 

$2,910,635 

George  L.  Shinn 
First  Boston 

Harrington  Drake 
Dun  &  Bradstreet 

$2,000,000 

Salary  &  bonus 

$  750,000 

73,876 

Benefits 

74,897 

369,170 

Contingent 

19,567 

1,089,757 

Stock  gains 

1,701,170 

$3,532,803 

Total 

$2,545,634 
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shooting  a  commercial 


with  the  1980  America's  Cup 
defenders,  we  saw  for  ourselves 


that  winning  takes  skill, 
dedication,  and  teamwork. 
We  like  to  think  that 
describes  us  as  well.  *  FBScDOIil 

On  land  and  sea, 


when  EE  Hutton  talks,people  listen. 


Who  Gets  The  Most  Pay 


Compensation 

($000) 

Years  served 

salary  & 

'  until 

stock 

with 

as 

Bus 

Hank 

KMMB  jl*lll  y 

Chief  executive  (age) 

bonus' 

hpnpf i  l  - ' 
i  >  i  1 1 1- 1 1 1  i 

n  t ' 
gem 

sains 1 

total 

CO. 

CEO 

Place  of  birth 

backgr* 

48 

Borg-  Warner 

fames  F  Bere 

(60) 

534 

48 

382 

391 

1  355 

22 

11 

C~*  n  irapn  T] 

1 1 1 1- tl > ,  111 

657 

Boston  Edison 

Thomas  1  Galligan  Jr 

(63) 

775 

it  1  D 

9 



284 

29 

12 

Fir 

1 1 

Bristol-Myers 

Richard  L  Gelb 

159) 

966 

17 

17 

1  406 

2  406 

33 

11 

New  York  NY 

A t\ m in  i «l. r r 

i\(J  1  1  1  1  1  1  1  T  L  I 

741 

Broadview  Financial 

John  t  Rupert 

55! 

1  Ott 

1  70 

4 

7 

29 

9 

^ICVCldllU,  WllltJ 

Adm  in  i  st  r 

743 

Brooklyn  Union  Gas 

Eugene  H  Luntey 

(62) 

193 

.  15 



209 

35 

7 

Buhl,  Ida 

Operai 

459 

Brown-Forman  Dist 

W  L  Lyons  Brown  Jr 

(46) 

425 

4 

— 

429 

22 

7 

I  niiKvillf    1/ v 
L.vJ  lit  a  v  ii  ic ,  ivy 

378 

Brown  Group 

Bernard  A  Bridgewater  Jr 

(49) 

437 

— 

65 

502 

4 

1 

Ti  1 1        O  v  1  q 
1  Ulad,  \  / 1<  \  A 

A  /l  m  l-n  utr 

511 

Browning-Ferris  Inds 

Harry  J  Phillips  Sr 

(53) 

380 

9 

— 

389 

13 

5 

1V1C111  Ul  11  3,     1  (1111 

Prn 

228 

Brunswick 

Jack  F  Reichert 

(52) 

408 

1 14 

171 

693 

26 

1 

\A/p«t  A 1 1 1 1  \A/i  tr 

H  tal     uip     ri  13L 

348 

Burlington  Inds 

William  A  Klopman 

(61) 

365 

58 

119 



542 

37 

6 

New  York,  NY 

Mark- 

TO 

/o 

Burlington  Northern 

Richard  M  Bressler 

(52) 

835 

93 

222 

1  149 

3 

3 

Wtiyiic,  ncu 

Fin 

126 

Burroughs 

W  Michael  Blumenthal 

(57) 

744 

14 

44 

163 

965 

3 

2 

vjCI  I J  1  ■  1 1 J  ■ 

A  H  m  imcfr- 
AUI 1 1  llilbll  ■ 

620 

Cabot 

Robert  A  Charpie 

(57) 

517 

— 

-209 

308 

14 

14 

■  fvp 1  a  n  H  flnin 
1     M    .      1  tli  Kl     (  '  1  I  1  <  J 

Tech 

737 

California  First  Bnk 

Yasushi  Sumiya 

1551 

182 

29 

3 

214 

2 

2 

531 

Cameron  Iron  Works 

Myron  A  Wright 

(72) 

362 

13 



375 

6 

6 

Blair,  Okla 

Administri 

421 

Campbell  Soup 

R  Gordon  McGovern 

(56) 

448 

9 

5 

462 

27 

2 

Nlnrricfnurn 
liUJIlSlUWIJ,  I  d 

Mark< 

363  Capital  Cities  Cornmun 

Thomas  S  Murphy 

(58) 

435 

16 

63 

28 

16 

Rrnnllun  MY 

Aumim  s  t \i 

166 

Capital  Holding 

Thomas  C  Simons 

(54) 

557 

11 

268 

836 

5 

5 

1  UidULllil,    \  _  tl  1 

246 

Carnation 

H  Everett  Olson 

(76) 

425 

114 

123 

662 

51 

15 

v.     1  1  1  L  1 1  t-. r  '  111 

Fin 

644 

Carolina  Pwr  &  Lt 

Sherwood  H  Smith  Jr 

(48) 

245 

3 

41 

289 

18 

3 

Jacksonville.,  Fla 

1 

369 

Carter  Hawley  Hale 

Philip  M  Hawley 

(57) 

502 

8 

— 

510 

25 

6 

1  UllldUU,  Ul  C 

Retai 

790 

Castle  &  Cooke 

,sHenry  B  Clark  Jr 

(67) 

1 A  7 

— 

1  A  7 

37 

1 

Chevy  Chase,  Md 

Admimstrs 

258 

Caterpillar  Tractor 

Lee  L  Morgan 

(63| 

598 

13 

30 

642 

37 

5 

A1CUU,  111 

/V^ark( 

306 

CB1  Industries 

William  A  Pogue 

(55) 

349 

95 

145 

588 

29 

1 

Ri  r m  infjn'i  m     A  1 1 
Dllllllli^Ildlll,  i\i d 

209 

CBS 

Thomas  H  Wyman 

(53) 

664 

9 

51 

z 

723 

3 

3 

St  Louis,  Mo 

Marki 

574 

CBT 

Walter  J  Connolly  Jr 

(54) 

336 

2 

— 

338 

22 

6 

Boston,  Mass 

Ran 
Ddll 

524 

Celanese 

John  D  Macomber 

(55) 

390 

17 

-75 

48 

380 

10 

5 

K  nrnpttpr  \IV 

ivui.hcjici,  in  i 

Admin  is  tr« 

581 

Celeron 

Gale  L  Galloway 

(53) 

327 

6 

— 

9 

3 

Pearsall,  Tex 

Opera! 

326 

Centel 

Robert  P  Reuss 

(65) 

.170 

9 

121 

J  JO 

10 

10 

Aurora,  111 

Operai 

493 

Centerre  Bancorp 

Clarence  C  Barksdale 

(51) 

299 

10 

91 

401 

24 

5 

St  Louis,  Mo 

Ban 

635 

Central  &  South  West 

Durwood  Chalker 

(59) 

282 

14 

— 

296 

33 

3 

Rrpt"  u ppnnup  Tpv 

l)ILLMI.IlUt,L      1  CA 

a  a  ^eC^11 

603 

Central  Bancorp 

Oliver  W  Birckhead 

(61) 

77n 

100 

— 

}  _ u 

32 

11 

Rrr»r\L-1\rn  MY 

DiouKiyn,  in  I 

Admimstrc 

513 

Central  Bancshares 

Harry  B  Brock  Jr 

1571 

378 

10 

— 

388 

12 

12 

Fort  Payne,  Ala 

641 

Central  Fidelity  Bks 

Carroll  L  Saine 

(49) 

250 

8 

26 

2 

Lincolnton,  NC 

Ddll 

796 

Central  III  Pub  Svc 

Donald  G  Raymer 

(58) 

151 

8 

160 

35 

2 

lackson,  Mich 

Operat 

624 

Central  Soya 

Douglas  G  Fleming 

(53| 

zyo 

9 

— 

IftA 

29 

3 

riar\  ey,  111 

C 

692 

Centran 

Wilson  M  Brown  Jr 

(56) 

245 

12 

— 

ZD/ 

4 

2 

Richmond,  Va 

Rin 

oan 

350 

Champion  lntl 

Andrew  C  Sigler 

(51) 

519 

18 

1 

jjO 

26 

8 

DlUUKiyil,  IN  I 

d 

801 

Charter 

Raymond  K  Mason 

(56) 

71 

72 

6 

147 

31 

20 

Jacksonville,  Fla 

rou 

767 

CharterCorp 

Gordon  E  Wells 

(55) 

183 

6 

z 

188 

31 

6 

Hamburg,  Iowa 

Ban 

260 

Chase  Manhattan 

Willard  C  Butcher 

(56) 

613 

23 



36 

3 

Rmnvvillp  MY 
DiUIlAVlliC,  IN  I 

Ban 

92 

Chemical  New  York 

Donald  C  Platten 

|64)  1,031 

52 



1  Mil 

42 

10 

M*»\.r  "Vr\rV  MY 

lNew  iorK,  in  i 

Ban 

233 

Chesebrough-Pond's 

Ralph  E  Ward 

(621 

476 

210 

— 

AftA 
Dot) 

36 

15 

Scotch  Plains,  MI 

Marke 

548 

Chrysler 

Lee  Iacocca 

(58) 

366 

1AA 

4 

3 

Allentown,  Pa 

Operat 

405 

Chubb 

Henry  U  Harder 

(58) 

358 

125 

483 

34 

2 

New  York,  NY 

Insur; 

179 

CIGNA 

Robert  D  Kilpatrick 

(59) 

498 

62 

226 

786 

1 

1 

Fairbanks,  La 

Insur; 

j 

714 

Cincinnati  G  &  E 

William  H  Dickhoner 

(61) 

198 

36 

233 

42 

7 

Cincinnati,  Ohio 

Techr 

437 

Cincinnati  Milacron 

James  A  D  Geier 

(57) 

297 

4 

3 

147 

450 

32 

13 

Cincinnati,  Ohio 

Techr 

76 

Citicorp 

Walter  B  Wriston 

(63) 

905 

19 

233 

1,157 

37 

13 

Middletown,  Conn 

Ban) 

648 

Citizens  &  Sthrn  Ga 

Bennett  A  Brown 

(54) 

284 

3 

287 

28 

*5 

Kingstree,  SC 

Ban) 

'For  Forbes  definitions  and  methodology  see  page  126. 
15  Succeeded  by  Ian  R.  Wilson,  3/21/83. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Business 

Company 

Chief  executive  (age) 

bonus1 

benefits1 

gent' 

s 

gains' 

total 

CEO 

Place  of  birth 

background 

Citizens  Fidelity 

J  David  Grissom 

(44) 

296 

— 

— 

— 

296 

10 

6 

Portsmouth,  Ohio 

Legal 

City  Federal  S  &  L 

Gilbert  G  Roessner 

(65] 

387 

97 

241 

— 

724 

42 

13 

Irvington,  NJ 

Banking 

City  Investing  George  T  Scharffenberger 

(64) 

1,123 

18 

181 

766 

2,089 

17 

17 

Ridgewood,  NJ 

Operations 

City  National 

Bram  Goldsmith 

(60) 

431 

65 

496 

8 

8 

Chicago,  111 

Finance 

g- -1  _|  |    r"l  Til 

Cleveland  Elec  Ilium 

Robert  M  Ginn 

(59) 

257 

21 

8 

— 

34 

4 

Detroit,  Mich 

Technical 

Clorox 

Calvin  S  Hatch 

(62) 

368 

23 

— 

— 

390 

11 

2 

Salt  Lake  City,  Utah 

Sales 

Coastal  Corp 

Oscar  S  Wyatt  Jr 

(58] 

500 

1 

— 

— 

501 

27 

27 

Beaumont,  Tex 

Founder 

Coca-Cola 

Roberto  C  Goizueta 

(52] 

1,075 

27 

75 

1,178 

28 

2 

Cuba 

Technical 

Colgate-Palmolive 

Keith  Crane 

(62] 

718 

34 

275 

1,027 

46 

4 

New  Zealand 

Marketing 

Colonial  Penn  Group 

John  |  MaCWilliams 

(54] 

425 

22 

267 

— 

ltd 

14 

13 

Syracuse,  NY 

Administration 

Colorado  Natl  Bnkshs 

Bruce  JV1  Rockwell 

(60) 

183 

14 

— 

3 

200 

30 

7 

Denver,  Colo 

Banking 

Colt  Industries 

George  A  Strichman 

(66) 

394 

178 

— 

— 

572 

20 

20 

Schenectady,  NY 

Administration 

Columbia  Gas  System 

W  Frederick  Laird 

(63) 

416 

27 

443 

31 

2 

London,  Ohio 

Legal 

Combined  Internatl 

Patrick  G  Ryan 

(46) 

396 

21 

32 



448 

20 

1 

Milwaukee,  Wise 

Insurance 

Combustion  Eng 

Arthur  J  Santry  Jr 

(64) 

1  105 

250 

446 

1  801 

27 

20 

Brookline,  Jvlass 

Legal 

Comerica 

Donald  R  Mandich 

(57) 

372 

14 

— 

— 

386 

32 

2 

Milwaukee,  Wise 

Banking 

Commerce  Bancshrs 

lames  M  Kemper  Jr 

(61) 

165 

8 

— 

— 

173 

36 

16 

Kansas  City,  Mo 

Banking 

Commerce  Clearing 

Richard  T  Merrill 

(55] 

234 

22 

257 

30 

3 

Chicago,  111 

Administration 

Commerce  Union 

William  F  Earthman 

(57) 

216 

3 

10 



228 

29 

11 

Nashville,  Tenn 

Finance 

Commonwlth  Edison 

James  J  O'Connor 

(46) 

266 

8 

— 

— 

774 

19 

3 

Chicago,  111 

Administration 

Comsat 

Joseph  V  Charyk 

(62) 

402 

12 

— 

— 

414 

20 

13 

Canmore,  Can 

Administration 

Computervision 

James  R  Berrett 

(43) 

300- 

150 

64 

— 

513 

1 

1 

Greenwood,  Wise 

Technical 

ConAgra 

Charles  M  Harper 

(55) 

768 

325 

378 

1,470 

8 

7 

Lansing,  Mich 

Administration 

Consolidated  Edison 

Arthur  Hauspurg 

(58) 

373 

38 



411 

14 

1 

New  York,  NY 

Technical 

Consolidated  Foods 

John  H  Bryan  Jr 

(46) 

727 

11 

94 

— 

832 

23 

8 

tA/^ct  Pmnt  Mice 
vvtal  1  Ullll, 

Administration 

Consol  Freightways 

Raymond  F  O'Brien 

(61) 

587 

37 

344 

— 

968 

25 

6 

Atchison,  Kan 

Finance 

Consol  Natural  Gas 

George  J  Tankersley 

(62) 

441 

18 

39 

— 

498 

16 

4 

Ruston,  La 

Operations 

Consumers  Power 

John  D  Selby 

(61) 

332 

16 

348 

8 

5 

Odebolt,  Iowa 

Technical 

Continental  Bancorp 

Roy  T  Peraino 

(55) 

366 





366 

25 

13 

Philadelphia,  Pa 

Finance 

Continental  Corp 

John  P  Mascotte 

(44) 

364 

9 

16 

— 

388 

2 

1 

ruii   VVdyllt,  111U 

iiibuxdiice 

Continental  Group 

S  Bruce  Smart  Jr 

(60) 

500 

1 

22 

79 

603 

30 

2 

New  York,  NY 

Marketing 

Continental  Illinois 

Roger  E  Anderson 

(61) 

499 

143 

38 

— 

680 

36 

10 

Chicago,  111 

Banking 

Continental  Telecom 

16Charles  Wohlstetter 

(73) 

489 

60 

85 

634 

22 

1 1 

New  York,  NY 

Finance 

Control  Data 

William  C  Norris 

(71) 

553 

1 



554 

25 

25 

Red  Cloud,  Neb 

Founder 

Convergent  Technolgs 

Allen  H  Michels 

(42) 

191 

1 

— 

— 

192 

3 

2 

(  '  n  i  f  i  cm  11 
V^IHCdgU,  111 

ru  HI  1UC  I 

Cooper  Industries 

Robert  Cizik 

(52) 

576 

22 

-293 

1,509 

1,814 

21 

8 

Scranton,  Pa 

Finance 

Corning  Glass  Works 

'^Amory  Houghton  Jr 

(56) 

407 

15 

18 

— 

440 

31 

19 

Corning,  NY 

Operations 

Cox  Communications 

'"Clifford  M  Kirtland  Jr 

(59) 

338 

338 

19 

9 

Buffalo,  NY 

Finance 

CPC  International 

James  W  McKee  Jr 

(60) 

560 

12 

-101 

87 

558 

36 

10 

Pittsburgh,  Pa 

Finance 

Crane 

Thomas  M  Evans 

(72) 

-  '  - 

— 

24 

24 

1  lllM-lUI^ll,  1  d 

Pin  j n /■"<=» 
l  IIltillLC 

Cray  Research 

John  A  Rollwagen 

(42) 

224 

12 

— 

237 

7 

2 

Minneapolis,  Minn 

Marketing 

Crocker  National 

John  B  M  Place 

|57| 

354 

19 

— 

373 

5 

1 

New  York,  NY 

Banking 

Crown  Central  Petrol 

Henry  A  Rosenberg  Jr 

(53) 

290 

1  A 

304 

oU 

1  ") 
1  t 

Pittsburgh,  Pa 

Administration 

Crown  Cork  &  Seal 

John  F  Connelly 

(781 

180 

2 

182 

26 

26 

Philadelphia,  Pa 

Sales 

Crown  Zellerbach 

William  T  Creson 

(53) 

300 

12 

1 1 

323 

6 

1 

Lafayette,  Ind 

Technical 

CSX 

Hays  T  Watkins 

(57) 

440 

17 

57 

514 

34 

1 

Fern  Creek,  Ky 

Finance 

Cullen/Frost  Bankers 

Thomas  C  Frost 

(55) 

331 

15 

346 

33 

12 

San  Antonio,  Tex 

Banking 

Cummins  Engine 

Henry  B  Schacht 

(48) 

589 

62 

27 

21 

698 

18 

13 

Erie,  Pa 

Administration 

Dana 

Gerald  B  Mitchell 

(55] 

612 

18 

145 

775 

39 

3 

Goderich,  Can 

Operations 

Dart  &  Kraft 

John  M  Richman 

(55) 

784 

42 

525 

1,352 

28 

4 

New  York,  NY 

Legal 

ilary  annualized.  'For  Forbes  definitions  and  methodology  see  page  126. 

16  Succeeded  by  James  V.  Napier,  5/5/83. 

17  Succeeded  by  James  R.  Houghton,  4/12/83. 

18  Succeeded  by  William  A.  Schwartz,  3/31/83. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Place  of  birth 

Busine 

Rank 

Company 

Chief  executive  (age) 

bonus' 

benefits 

gent1 

gains' 

total 

CO. 

backgroui 

48 

Borg-Warner 

fames  F  Bere 

160) 

534 

48 

382 

391 

1,355 

22 

11 

Chicago,  111 

ProHucti 

1 

657 

Boston  Edison 

Thomas  J  Galligan  Jr 

[Oo  | 

275 

9 

284 

29 

12 

Watertown,  Mass 

Finarj 

11 

Bristol-Myers 

Diflilrd  1     {  ..II- 

Kicnara  l  wen* 

( ^01 

966 

17 

17 

1,406 

2,406 

33 

11 

New  York,  NY 

Administrati) 

741 

Broadview  Financial 

John  E  Rupert 

[3  9  J 

198 

'  4 

7 

209 

29 

9 

Cleveland,  Ohio 

Administrate 

743 

Brooklyn  Union  Gas 

I-  niipnii   II   1  union 
CllgCllL   n   L  UMIC  V 

(621 

193 

15 

209 

35 

7 

Buhl,  Ida 

Operatir 

- 

459 

Brown-Forman  Dist 

W  L  Lyons  Brown  |r 

(46) 

425 

4 

429 

22 

7 

Louisville,  Ky 

Market! 

378 

Brown  Group 

lii'rii  in      A    R  r  t  f\ np  \aj  ili-r  lr 
DCIIldlU  t\    I>  I  IU -,t  \\  .1  1 1  I  |I 

1401 

437 

65 

— 

502 

4 

1 

Tulsa,  Okla 

Administrate 

511 

Browning-Ferris  Inds 

M  irr<    1  PViillirw  ■>  r 

153) 

380 

9 

— 

389 

13 

5 

Memphis,  Tenn 

Foun« 

228 

Brunswick 

1  li  1     I     I^iMi  lli>rt 
(•UK    r    IVl  K  IIL  1  I 

(521 

408 

114 

171 

693 

26 

1 

West  Allis,  Wise 

Market! 

348 

Burlington  Inds 

V\  ill.  iiii    A    k    imm  in 

vvlllldlll  r\  r\  1 1 '  |M  1 1 .1 1 1 

161 ) 

365 

58 

119 

542 

37 

6 

New  York,  NY 

Marketi 

78 

Burlington  Northern 

Richard  M  Bressler 

(52) 

835 

93 

222 

1,149 

3 

3 

Wayne,  Neb 

Finar 

126 

Burroughs 

V\      \licil   ll'l    It  1  M  1 1 1  1 1  1  1  t  ll   1  1 

(571 

744 

14 

44 

163 

965 

3 

2 

Germany 

Administrati 

620 

Cabot 

Wriht'rt  A  fn  a rnip 
nUUCI  I  rx  v  ii it  i  |i H 

(571 

517 

-209 

308 

14 

14 

Cleveland,  Ohio 

Techni 

s 

737 

California  First  Bnk 

YnciKni  Siimiva 
l  asusiii    >  li  1 1 1 1  >  'i 

(551 

182 

29 

3 

214 

2 

2 

Japan 

Bank; 

!. 

531 

Cameron  Iron  Works 

iTiyiuii  r\  vv  i  ii^ni 

(721 

362 

13 

_ 

_ 

375 

6 

6 

Blair,  Okla 

Administrati 

421 

Campbell  Soup 

R  Gordon  McGovern 

(56) 

448 

9 

5 

_ 

462 

27 

2 

Nornstown,  Pa 

Marketi 

363  Capital  Cities  Commun 

Tnnm  as.  ^  M  n  mn  v 

(58) 

435 

16 

63 

— 

514 

28 

16 

Brooklyn,  NY 

Administrati 

■ 

166 

Capital  Holding 

(54) 

557 

11 

268 

836 

5 

5 

Pasadena,  Cal 

Insurar 

246 

Carnation 

14  i  \  i  r  -tt  nknn 
II  tVClCll  WI5UII 

(76] 

425 

114 

123 

662 

51 

15 

Chicago,  111 

Finar 

644 

Carolina  Pwr  &  Lt 

'ihprwi.nn  It  S m i t n  If 

JIIVl  VV  UUU   11      '  1  1  i  J  l  1 1  fl 

(48) 

245 

3 

41 

289 

18 

3 

Jacksonville,  Fla 

Le 

369 

Carter  Hawley  Hale 

Philip  M  Hawley 

(57) 

502 

8 

510 

25 

6 

Portland,  Ore 

Retail] 

790 

Castle  &  Cooke 

15Hpnrv  R  Clark  lr 

IIL  Ml  \     l>    V  IJI  n  Jl 

(67) 

167 

— 

— 

167 

37 

1 

Chevy  Chase,  Md 

Administrati 

258 

Caterpillar  Tractor 

I  pp  I  Moru'ip 

LCt   L  IVlUIj^dli 

(63) 

598 

13 

30 

— 

642 

37 

5 

Aledo,  111 

Market 

JUG 

CBI  Industries 

W M Ha m  A  Pnon p 
»»  1111*1111  n  i  UkUt 

(55] 

349 

95 

145 

588 

29 

1 

Birmingham,  Ala 

Sa 

209 

CBS 

1  IIUIIl  J  >  I  1    V*  >  lllittl 

(531 

664 

9 

51 

723 

3 

3 

St  Louis,  Mo 

Market 

574 

CBT 

Walter  J  Connolly  (r 

(54) 

336 

2 

_ 

_ 

338 

22 

6 

Boston,  Mass 

Bank 

524 

Celanese 

John  D  Macomber 

(55) 

390 

17 

-75 

48 

380 

10 

5 

Rochester,  NY 

Administrati 

' 

581 

Celeron 

( ~l  a|p  I    (  ^  a  1 1  *  i  w  i  V 
UdlC   1  VJdllUVVdV 

(53] 

327 

6 

— 

334 

9 

3 

Pearsall,  Tex 

Operatic 

326 

Centel 

Robert  P  Reuss 

(65] 

429 

9 

121 

558 

10 

10 

Aurora,  111 

Operatic 

493 

Centerre  Bancorp 

Clarence  C  Barksdale 

(51) 

299 

10 

91 

401 

24 

5 

St  Louis,  Mo 

Bank 

635 

Central  &  South  West 

Durwood  Chalker 

(59) 

282 

14 





296 

33 

3 

Breckenridge,  Tex 

Techni 

603 

Central  Bancorp 

flli vpr  W  RirfKhpin 
wiivci    w  Da i LiMiiau 

(61 1 

220 

100 

— 

— 

320 

32 

11 

Brooklyn,  NY 

Administrat: 

513 

Central  Bancshares 

Harrv  R  RrnrW  lr 
iiai  i  y  I*  1.1 1       r\  ii 

|57) 

378 

10 

388 

12 

12 

Fort  Payne,  Ala 

Foum 

1 

641 

Central  Fidelity  Bks 

Carroll  L  Saine 

(49) 

250 

8 

35 

293 

26 

2 

Lincolnton,  NC 

Bank 

II 

796 

Central  111  Pub  Svc 

Donald  G  Raymer 

(58) 

151 

8 

160 

35 

2 

Jackson,  Mich 

Operatic 

: 

624 

Central  Soya 

Douglas  G  Fleming 

(53) 

295 

9 

_ 

_ 

304 

29 

3 

Harvey,  111 

Sa 

692 

Centran 

V\  ilvnn  M  Rrnwn  lr 

VV  II9UII   JVl    111  I"  m  II  Jl 

(56] 

245 

12 

— 

— 

257 

4 

2 

Richmond,  Va 

Bank 

- 

350 

Champion  Intl 

AtiHrpw  C  ^ipIpt 

(51) 

519 

18 

1 

538 

26 

8 

Brooklyn,  NY 

Sa 

801 

Charter 

Raymond  K  Mason 

(56] 

71 

72 

6 

149 

31 

20 

Jacksonville,  Fla 

Foun 

767 

CharterCorp 

Gordon  E  Wells 

(55] 

183 

6 

188 

31 

6 

Hamburg,  Iowa 

Bank 

260 

Chase  Manhattan 

Willard  C  Butcher 

(56) 

613 

23 

_ 

_ 

636 

36 

3 

Bronxville,  NY 

Bank 

92 

Chemical  New  York 

Donald  C  Platten 

(64) 

1,031 

52 

— 

— 

1,083 

42 

10 

New  York,  NY 

Bank 

233 

Chesebrough-Pond's 

Ralph  E  Ward 

(62) 

476 

210 

686 

36 

15 

Scotch  Plains,  NJ 

Market 

548 

Chrysler 

Lee  Iacocca 

(58) 

366 

366 

4 

3 

Allentown,  Pa 

Operatio 

405 

Chubb 

Henry  1)  Harder 

(58) 

358 

125 

483 

34 

2 

New  York,  NY 

Insurai 

179 

CIGNA 

Robert  D  Kilpatrick 

(59) 

498 

62 

226 

786 

1 

1 

Fairbanks,  La 

Insurai 

714 

Cincinnati  G  &  E 

William  H  Dickhoner 

(61) 

198 

36 

233 

42 

7 

Cincinnati,  Ohio 

Techni 

437 

Cincinnati  Milacron 

fames  A  D  Geier 

(57) 

297 

4 

3 

147 

450 

32 

13 

Cincinnati,  Ohio 

Techni 

76 

Citicorp 

Walter  B  Wriston 

(63) 

905 

19 

233 

1,157 

37 

13 

Middletown,  Conn 

Bank 

648 

Citizens  &  Sthrn  Ga 

Bennett  A  Brown 

(54) 

284 

3 

287 

28 

5 

Kingstree,  SC 

Bank 

'For  Forbes  definitions  and  methodology  see  page  126. 
IS  Succeeded  by  Ian  R.  Wilson,  3/21/83. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Business 

nk 

Company 

Chief  executive  (age) 

bonus1 

benefits1 

gent1 

gains1 

total 

CO. 

CEO 

Place  of  birth 

background 

54 

Citizens  Fidelity 

J  David  Grissom 

(44) 

296 

296 

10 

6 

Portsmouth,  Ohio 

Legal 

18 

City  Federal  S  &  L 

Gilbert  G  Roessner 

(65) 

387 

97 

241 

724 

42 

13 

Irvington,  NJ 

Banking 

17 

City  Investing  George  T  Scharffenberger 

(641 

1,123 

18 

181 

766 

2,089 

17 

17 

Ridgewood,  NJ 

Operations 

JO 

City  National 

Bram  Goldsmith 

(60) 

431 

65 

— 

496 

8 

8 

Chicago,  Hi 

Finance 

■>! 

Cleveland  Elec  Ilium 

Robert  M  Ginn 

(591 

257 

21 

8 

286 

34 

4 

Detroit,  Mich 

Technical 

V 

Clorox 

Calvin  S  Hatch 

(62) 

368 

23 

390 

1 1 

2 

Salt  Lake  City,  Utah 

Sales 

i3 

Coastal  Corp 

Oscar  S  Wyatt  Jr 

(58) 

500 

1 

501 

27 

27 

Beaumont,  Tex 

Founder 

'3 

Coca-Cola 

Roberto  C  Goizueta 

(52] 

1,075 

27 

75 

— 

1,178 

28 

2 

Cuba 

Technical 

)9 

Colgate-Palmolive 

Keith  Crane 

(62] 

718 

34 

275 

— 

1,027 

46 

4 

New  Zealand 

Marketing 

14 

Colonial  Penn  Group 

John  |  MaCWilliams 

(54) 

425 

22 

267 

714 

14 

13 

Syracuse,  NY 

Administration 

57 

Colorado  Natl  Bnkshs 

Bruce  M  Rockwell 

(60) 

183 

14 

3 

200 

30 

7 

Denver,  Colo 

Banking 

19 

Colt  Industries 

George  A  Strichman 

(66) 

394 

178 

572 

20 

20 

Schenectady,  NY 

Administration 

15 

Columbia  Gas  System 

W  Frederick  Laird 

(63) 

416 

27 

— 

— 

443 

31 

2 

London,  Ohio 

Legal 

58 

Combined  Internatl 

Patrick  G  Ryan 

(46) 

396 

21 

32 

448 

20 

1 

Milwaukee,  Wise 

Insurance 

>2 

Combustion  Eng 

Arthur  J  Santry  Jr 

(64) 

1,105 

250 

446 

1,801 

27 

20 

Brookline,  Mass 

Legal 

17 

Comerica 

Donald  R  Mandich 

(57) 

372 

14 

386 

32 

2 

Milwaukee,  Wise 

Banking 

53 

Commerce  Bancshrs 

James  M  Kemper  Jr 

(61) 

165 

8 

173 

36 

16 

Kansas  City,  Mo 

Banking 

>i 

Commerce  Clearing 

Richard  T  Merrill 

(55) 

234 

22 

— 

— 

257 

30 

3 

Chicago,  111 

Administration 

15 

Commerce  Union 

William  F  Earthman 

(57) 

216 

3 

10 



228 

29 

11 

Nashville,  Tenn 

Finance 

j7 

Commonwlth  Edison 

James  J  O'Connor 

(46) 

266 

8 

274 

19 

3 

Chicago,  111 

Administration 

'5 

Comsat 

Joseph  V  Charyk 

(62) 

402 

12 

414 

20 

13 

Canmore,  Can 

Administration 

56 

Computervision 

James  R  Berrett 

(43) 

300' 

150 

64 

513 

1 

1 

Greenwood,  Wise 

Technical 

57 

ConAgra 

Charles  M  Harper 

(55) 

768 

325 

378 

— 

1,470 

8 

7 

Lansing,  Mich 

Administration 

'8 

Consolidated  Edison 

Arthur  Hauspurg 

(58) 

373 

38 

— 

411 

14 

1 

New  York,  NY 

Technical 

i7 

Consolidated  Foods 

John  H  Bryan  Jr 

(46) 

727 

11 

94 

832 

23 

8 

West  Point,  Miss 

Administration 

>5 

Consol  Freightways 

Raymond  F  O'Brien 

(61) 

587 

37 

344 

968 

25 

6 

Atchison,  Kan 

Finance 

59 

Consoi  Natural  Gas 

George  J  Tankersley 

(62) 

441 

18 

39 

498 

16 

4 

Ruston,  La 

Operations 

>7 

Consumers  Power 

John  D  Selby 

(61) 

332 

16 

— 

348 

8 

5 

Odebolt,  Iowa 

Technical 

17 

Continental  Bancorp 

Roy  T  Peraino 

(55) 

366 

— 

366 

25 

13 

Philadelphia,  Pa 

Finance 

12 

Continental  Corp 

John  P  Mascotte 

(44) 

364 

9 

16 

388 

2 

1 

Fort  Wayne,  Ind 

Insurance 

>3 

Continental  Group 

S  Bruce  Smart  Jr 

(60) 

500 

1 

22 

79 

603 

30 

2 

New  York,  NY 

Marketing 

59 

Continental  Illinois 

Roger  E  Anderson 

(61) 

499 

143 

38 

680 

36 

10 

Chicago,  111 

Banking 

>1 

Continental  Telecom 

'"Charles  Wohlstetter 

(73) 

489 

60 

85 

— 

634 

22 

11 

New  York,  NY 

Finance 

51- 

f^ontrol  Oata 

\\  1 1 1 1  i  m  \Jf»rric 
Mw  UIMllI  v       Vi'l  1  1^ 

(71) 

553 

1 

554 

25 

25 

Red  Cloud,  Neb 

Founder 

i3 

Convergent  Technolgs 

Allen  H  Michels 

(42) 

191 

1 

z 

192 

3 

2 

Chicago,  111 

Founder 

>1 

Cooper  Industries 

Robert  Cizik 

(52) 

576 

22 

-293 

1,509 

1,814 

21 

8 

Scranton,  Pa 

Finance 

19 

Corning  Glass  Works 

17Amory  Houghton  Jr 

(56) 

407 

15 

18 

440 

31 

19 

Corning,  NY 

Operations 

'7 

Cox  Communications 

■"Clifford  M  Kirtland  Jr 

(59) 

338 

— 

338 

19 

9 

Buffalo,  NY 

Finance 

\7 

CPC  International 

James  W  McKee  Jr 

(60| 

560 

12 

-101 

87 

558 

36 

10 

Pittsburgh,  Pa 

Finance 

>6 

Crane 

Thomas  M  Evans 

(72) 

252 

252 

24 

24 

Pittsburgh,  Pa 

Finance 

10 

Cray  Research 

John  A  Rollwagen 

(42) 

224 

12 

237 

7 

2 

Minneapolis,  Minn 

Marketing 

58 

Crocker  National 

John  B  M  Place 

(57) 

354 

19 

373 

5 

1 

New  York,  NY 

Banking 

!5 

Crown  Central  Petrol 

Henry  A  Rosenberg  Jr 

(53) 

290 

14 





304 

30 

12 

Pittsburgh,  Pa 

Administration 

'2 

Crown  Cork  &  Seal 

John  F  Connelly 

(78) 

180 

2 

182 

26 

26 

Philadelphia,  Pa 

Sales 

)0 

Crown  Zellerbach 

William  T  Creson 

(53) 

300 

12 

11 

323 

6 

1 

Lafayette,  Ind 

Technical 

■5 

CSX 

Hays  T  Watkins 

(57) 

440 

17 

57 

514 

34 

1 

Fern  Creek,  Ky 

Finance 

i9 

Cullen/Frost  Bankers 

Thomas  C  Frost 

(55) 

331 

15 

346 

33 

12 

San  Antonio,  Tex 

Banking 

!4 

Cummins  Engine 

Henry  B  Schacht 

(48) 

589 

62 

27 

21 

698 

18 

13 

Erie,  Pa 

Administration 

55 

Dana 

Gerald  B  Mitchell 

(55) 

612 

18 

145 

775 

39 

3 

Goderich,  Can 

Operations 

iO 

Dart  &  Kraft 

John  M  Richman 

(55) 

784 

42 

525 

1,352 

28 

4 

New  York,  NY 

Legal 

Salary  annualized.  'For  Forbes  definitions  and  methodology  see  page  126. 

16  Succeeded  by  (ames  V.  Napier,  5/5/83. 

17  Succeeded  by  James  R.  Houghton,  4/12/83. 

18  Succeeded  by  William  A.  Schwartz,  3/31/83. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Busim 

Rank 

Company 

Chief  executive  (age) 

bonus1 

l 

benefits 

gent 

gams 

total 

CEO 

Place  of  birth 

backgroui 

101 

Dayton-Hudson 

William  A  Andres 

(56) 

738 

20 



279 

1,036 

24 

6 

Fayette,  Iowa 

Retail) 

610 

Dayton  Power  &  Light 

Robert  E  Frazer 

(54) 

291 

26 





318 

8 

5 

Detroit,  Mich 

Finat 

672 

Deere 

UitKprt  A  If  '  ii  <t  i  n 

IVUMCIl  /»  IltillXJIl 

(581 

269 

2 

— 

— 

270 

33 

1 

Moline,  111 

Market: 

797 

Delmarva  Power  &  Lt 

Xlotritic   IW  ( 'urtic 

(531 

151 

-  3 

154 

4 

1 

Holyoke,  Mass 

Administrat: 

431 

Delta  Air  Lines 

T\i\t\A  t'  /    'irri'lt  lr 
iJJVJU  V    VjdliCd  JI 

160] 

386 

3 

64 

453 

36 

5 

Norns,  SC 

Operatic 


655 

Deluxe  Check  Printers 

Eugene  R  Olson 

(57) 

238 

47 





285 

39 

5 

St  Paul,  Minn 

Market 

749 

Deposit  Guaranty 

John  P  Maloney 

(65) 

171 

13 

20 



205 

14 

1 

San  Antonio,  Tex 

Bank 

601 

Detroit  Edison 

Wilii*->r  I  \1r(   jrlliv  Ir 

vvdiicr  |  jviLv.diuiy  ft 

(58] 

322 

- 

— 

— 

322 

19 

1 

New  York,  NY 

Operant 

169 

Diamond  Shamrock 

William  H  Rrirkpr 

Vr  lllldlll   I  1    L> I  IIKC1 

151 1 

775 

36 

14 

826 

14 

6 

Detroit,  Mich 

Market 

127 

Diebold 

Lai  1  r    VV  r  JI  M  Itl 

|59] 

202 

761 

963 

36 

1 

North  Canton,  Ohio 

Market 

372 

Digital  Equipment 

Kenneth  H  Olsen 

(57) 

509 





509 

25 

25 

Bridgeport,  Conn 

Foun 

432 

Walt  Disney 

"E  Cardon  Walker 

(67) 

338 

93 

22 



452 

45 

6 

Rexburg,  Ida 

Market 

768 

Dominion  Bankshares 

Warner  N  Dalhouse 

(49) 

183 

5 

— 

— 

188 

27 

1 

Roanoke,  Va 

Market 

593 

20Dominion  Resources 

21t  Iiictin  \lfi(in*  Ir 

X    |  US  1 1 11  1T1UUIC;  J 1 

58) 

318 

8 

326 

27 

5 

Richmond,  Va 

Le 

102 

Donaldson,  Lufkin 

Rirh;irri  M  Ipnrprtp 

■AlLllalU  11    J  [  1 1  K  l  n 

(54) 

806 

48 

182 

1,036 

23 

9 

Raleigh,  NC 

Foun 

46 

R  R  Donnelley  &  Sons 

Charles  W  Lake  Jr 

(65) 

541 

15 

630 

170 

1,356 

37 

19 

La  Porte,  Ind 

Product 

645 

Dorchester  Gas 

George  S  Rooker 

(64) 

248 

41 





289 

27 

23 

Memphis,  Tenn 

Investmi 

417 

Dover 

Gary  L  Roubos 

(46) 

385 

3 

76 

— 

465 

12 

2 

Denver,  Colo 

Operati 

235 

Dow  Chemical 

Paul  F  Oreffice 

(55) 

525 

78 

82 

684 

30 

5 

Italy 

Fina 

120 

Dow  Jones 

Warren  H  Phillips 

(57) 

482 

185 

317 

984 

36 

8 

New  Yorjc,  NY 

Journal: 

584 

Dravo 

"Robert  Dickey  III 

(65) 

315 

7 

10 



332 

35 

18 

Pittsburgh,  Pa 

Ss 

57 

Dresser  Industries 

John  V  James 

(64) 

403 

10 

864 



1,277 

25 

13 

Plains  Township,  Pa 

Fina 

147 

E  I  du  Pont 

Edward  G  Jefferson 

(61) 

763 

119 

— 

— 

882 

32 

2 

England 

Techn 

633 

Duke  Power 

William  S  Lee 

(54) 

260 

30 

8 

298 

28 

1 

Charlotte,  NC 

Techn 

10 

Dun  &  Bradstreet 

Harrington  Drake 

(63) 

750 

75 

20 

1,701 

2,546 

35 

8 

Kansas  City,  Mo 

Market 

733 

Duquesne  Light 

John  M  Arthur 

(60) 

218 

4 

— 



222 

38 

14 

Pittsburgh,  Pa 

Operati 

13 

E-Systems 

John  W  Dixon 

(63) 

1,049 

23 

1,105 

110 

2,288 

21 

14 

Lexington,  Ky 

Administrai 

476 

Eastern  Air  Lines 

Frank  Borman 

(55) 

332 

10 

71 

— 

413 

13 

7 

Gary,  Ind 

Techn 

361 

Eastern  Gas  &  Fuel 

Willi. mi  J  Pruyn 

(60) 

359 

11 

113 

33 

516 

31 

5 

Boston,  Mass 

Fina 

93 

Eastman  Kodak 

Walter  A  Fallon 

(65) 

986 

15 

31 

44 

1,076 

41 

11 

Schenectady,  NY 

Product 

381 

Eaton 

E  Mandell  de  Windt 

(62) 

456 

25 

9 

12 

502 

41 

13 

Grt  Barrington,  Mass 

Operati 

607 

Jack  Eckerd 

Stewart  Turley 

(48) 

307 

11 





318 

16 

8 

Mt  Sterling,  Ky 

Administra' 

52 

EG&G 

Bernard  J  O'Keefe 

(63) 

550 

3 

17 

778 

1,348 

35 

18 

Providence,  RI 

Techn 

283 

El  Paso 

Travis  H  Petty 

(54) 

578 

31 

609 

36 

4 

Clarksville,  Tex 

Administra 

732 

El  Paso  Electric 

Evern  R  Wall 

(50) 

176 

33 

14 

223 

26 

7 

Borger,  Tex 

Techn 

83  Electronic  Data  Systems 

Morton  H  Meyerson 

(45) 

463 



657 



1,120 

17 

4 

Ft  Worth,  Tex 

Administra 

61 

Emerson  Electric 

Charles  F  Knight 

(47) 

1,050 

35 



176 

1,261 

10 

9 

Lake  Forest,  111 

Administra 

247 

Emhart 

T  Mitchell  Ford 

X     .MMV.iil.ll  1U1U 

(62) 

650 

9 

— 

— 

659 

24 

13 

Albany,  NY 

L 

41 

Engelhard 

Ifving  D  Isko 

(55) 

935 

20 

476 

1,431 

26 

2 

New  York,  NY 

L 

172 

ENSERCH 

William  C  McCord 

M  iMIulll    V      ,M^V  Mill 

155] 

615 

28 

77 

89 

809 

34 

12 

San  Antonio,  Tex 

Techr 

329 

Entex 

Jackson  C  Hinds 

(61) 

273 

29 

9 

244 

555 

14 

11 

Brownsville,  Tex 

L 

717 

Equimark 

William  E  Bierer 

(53) 

228 

4 





232 

14 

8 

Uniontown,  Pa 

Banl 

744 

Equitable  Bancorp 

H  Grant  Hathaway 

(55) 

191 

17 

209 

28 

1 

New  York,  NY 

Ban) 

28 

Esmark 

Donald  P  Kelly 

(61) 

839 

i  in 
1  zu 

1  AO 

1,713 

TO 
2.7 

c 

.3 

Chicago,  111 

Fin; 

388 

Ethyl 

Floyd  D  Gottwald  Jr 

(60) 

474 

25 

499 

40 

13 

Richmond,  Va 

Administrai 

300 

Evans  Products 

Monford  A  Orloff 

(69) 

596 

596 

25 

20 

Omaha,  Neb 

L 

249 

Ex-Cell-O 

E  Paul  Casey 

(53) 

453 

180 

23 

656 

33 

1 

Boston,  Mass 

Administrap 

42 

Exxon 

Clifton  C  Garvin  Jr 

|61] 

1,030 

96 

299 

1,425 

36 

7 

Portsmouth,  Va 

Techr  a 

414 

Farm  House  Foods 

Richard  Y  Fisher 

(50) 

371 

14 

81 

466 

14 

14 

Milwaukee,  Wise 

Fou:  ! 

489 

Farmers  Group 

Richard  G  Lindsley 

(61) 

405 

405 

32 

4 

Minneapolis,  Minn 

Insur;  « 

'For  Forbes  definitions  and  methodology  see  page  126. 
'"Succeeded  by  Ronald  W.  Miller,  2/24/83. 
•"'Formerly  Virginia  Electric  &.  Power. 
^'Succeeded  by  William  W.  Berry,  1/1/83. 
-Succeeded  by  Thomas  F.  Faught,  Jr.,  1/1/83. 
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The  one  place  where  IBM 
small  business  computers 
are  too  expensive. 

If  you  think  we're  expensive,  try  putting  it  out  of  your 
head  and  putting  it  down  on  paper. 

Consider  that  our  prices  are  competitive.  We  have  a 
range  of  small  business  computers  that  start  at  under 
$4,000,  and  each  one  can  be  tailored  to  meet  specific 
needs. 

More  importantly,  consider  the  value  of  an  IBM  small 
business  computer  in  the  long  run. 

Growth  costs  are  low.  When  your  business  grows  you 
can  add  to  your  system  without  starting  from  scratch. 

Software  costs  are  low.  So  much  software  is  written  for 
IBM,  you  can  get  what  you  need  fast,  without  spending 
extra  time  and  money  getting  it  specially  written. 

Maintenance  costs  are  low.  IBM  small  business  com- 
puters hardly  ever  need  service.  And  let's  say  they  do. 
We've  got  so  many  people  in  so  many  places,  you'll  get 
help  fast. 

Of  course,  the  best  thing  about  starting  out  with  an 
IBM  small  business  computer  is  that  it  doesn't  take  years 
for  one  to  prove  its  worth. 

It  does  that  right  from  the  start. 

For  a  free  brochure  or  demonstration  of  IBM's  small 
business  computers  call  your  local  IBM  sales  office  or  our 
toll-free  number  below.  — —  — — -  ~~  — 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Busin 

Rank 

C  0  n  i  j  ■»  1  I  \ 

Chief  executive  (age) 

bonus' 

benefits' 

gent1 

gains' 

total 

CO. 

LEU 

Place  of  birth 

backgrot 

794 

rcucrai  L-0 

R  Lee  Taylor  II 

(41 ! 

160 

160 

17 

1 

Memphis,  Tenn 

Admirr.strat 

1 

Federal  Express 

Frederick  W  Smith 

(381 

414 

1 

51,130 

51,544 

12 

12 

Marks  Miss 

463 

Fed!  Natl  Mortgage 

D.ivtd  O  Maxwell 

(53) 

225 

23 

180 

428 

2 

2 

Philadelphia,  Pa 

L( 

113 

Federated  Dept  Stores 

,               j         iff  j  

Howard  Goldteder 

(57) 

608 

'144 

73 

184 

1  009 

36 

2 

New  York,  NY 

Retail 

343 

Fidelcor 

Raymond  J  Dempsey 

(48! 

364 

25 

90 

68 

547 

4 

4 

Yonkers,  NY 

Bank 

711 

Fidelity  Union  Bncp 

Peter  Cartmell 

(62) 

235 

1 

236 

37 

3 

^rntlanH 

Bank 

495 

Fin  Corp  of  America 

Charles  W  Knapp 

(48) 

376 

22 

399 

10 

8 

Honolulu  Haw 

747 

Fin  Cp  Santa  Barbara 

David  L  Tilton 

|56| 

202 

5 

— 

207 

31 

17 

*santa  Rarhara  fal 

Fina 

/Ul 

Financial  Federation 

William  |  Popejoy 

(45] 

250 

— 

250 

1 

1 

Vallpio  Cal 

Bank 

234 

Firestone 

John  )  Nevin 

(56] 

460 

1 

223 

685 

3 

2 

Jersey  City,  NJ 

Market 

cm 

First  Alabama  Bshs 

Frank  A  Plummer 

(71) 

376 

376 

18 

12 

Richland  NY 

Bank 

3/ Z. 

First  American 

Kenneth  L  Roberts 

(50) 

289 

2 

49 

1 

341 

7 

6 

nnnpannnn  Va 

1  'Ltl  I^.HIIIV  Ml,      V  i.l 

Bank 

Q9  1 

Lin  t   it,  Murcn'intc 
I  IFSi  ot  iTlClLIlalllS 

C  Coleman  McGehee 

(58] 

284 

29 

68 

381 

34 

9 

Franklin  Va 

Bank 

First  Atlanta 

If  1                                   II '"11'   

1  nomas  K  Williams 

(54| 

386 

44 

17 

— 

447 

10 

7 

Atlanta    C~i  a 

/illdllld,  via 

Bank 

571 

First  Bank  System 

George  H  Dixon 

(62] 

344 

344 

6 

1 

Rochester,  NY 

Fina 

e 

j 

pi  i  l  l  Rnttnn 
I  MM  DU91UI1 

"George  L  Shinn 

(60) 

2  000 

74 

369 

1,090 

3  533 

8 

8 

I  n  vpcfw 

II  1  V  Cd  llil 

770 

/A/ 

[■tret   (    liirti-r   F-  ■  n  1 

niM  ^  iijim  run 

S  Mark  Taper 

(81) 

225 

22524 

28 

28 

Pol  ann 
i  uiaiiu 

£.1  1 

Piftt1  ■  'Fitfaor* 

r  if  s i  v.  iir  u^w 

Barry  F  Sullivan 

/CO  1 

640 

69 

— 

— 

710 

2 

2 

Rrnnx  NY 

1  U  I  MIA      .  N  1 

Bank 

303 

Pi  ret  f~"  itv  Rinrnm 

James  A  Elkins  Jr 

(64) 

399 

20 

175 

— 

594 

41 

20 

f^alvpstnn  Tpy 

Bank 

780 

First  Empire  State 

-  ~*  /    1  >  . .  ,  1 .     IT  i  I...   ,|,,  ,  . 

Claude  r  Shut  liter 

(6U) 

176 

176 

24 

6 

Chicajgo,  111 

Bank 

75 

nisi  cacv.ui.ivc 

Fred  Carr 

(52) 

696 

1 

461 

1  158 

8 

8 

T  ns  A ncplpQ  C^al 

LU5  .  \l  1L;L  1*,  3,    v  ill 

808 

Firct  Fiorina  Rinuc 
nisi  run  hi  j  Ddiiiva 

"Chester  H  Ferguson 

(74) 

g 

827 

11 

1 1 

AmPTinic  a 
j  \  I  I  1  C  i  1  L  li  s  \jd 

Le 

347 

First  Waw3ii3n 
IT  11 91  I  ltl  W  a  lid  11 

John  D  Bellinger 

(60) 

277 

152 

113 

— 

542 

41 

13 

F-F  nnn  1 1 1 1 1 1    F-4  a  w 

I  1 '  •  1  M  1 1  111  Li,   lid  W 

Bank 

202 

Pi r *. t  liitcrvt  iiii-  R  im  n 

I  1 1  >  I    Hill  1  Mdll    1)  JMl  [' 

Joseph  J  Pinola 

|58] 

568 

18 

83 

76 

745 

7 

5 

PirfQtnn  Pa 
1   1  l  l    1 1  1 1  i  fa 

Bank 

658 

First  Kentucky  Natl 

A  Stevens  Miles 

\T>6\ 

262 

13 

8 

284 

29 

8 

Louisville,  Ky 

Bank 

654 

Pi  ret  W  a  rv  lann  R  n /■  n 

J  Owen  Cole 

(54) 

275 

11 

285 

26 

9 

13  lit  Piprrnrntrvn  Mf~" 
I\U  ti  1CIIUIU  LU11,  IN  V_ 

Admimstrat 

724 

First  \.  i )  I  f^inr 

I  II>1  ildll  villi. 

William  N  Liggett 

(66) 

230 

230 

35 

12 

Ripley,  Ohio 

Bant 

616 

First  Natl  State  Bcp 

Robert  R  Ferguson  Jr 

(59) 

314 

— 

— 

— 

314 

33 

10 

Ja  V  til  III  till,  '    ■  i 

Banli 

664 

First  Matl  Siinprmltts 
1 1191  man    >  ii  | >  >  1 1  iv  i  ^ 

Richard  J  Bogomolny 

(48] 

275 

2 

— 

277 

10 

8 

1*  1  f*\rf*  1 1  n  (H  (lFii(~* 
V^lCVClelilU,  WIllU 

A  H m  inictf 
/AUlillllibLldi 

791 

First  New  Mexico  Bksh 

George  S  Jenks 

po) 

159 

1 

4 

165 

33 

1 

Australia 

Bank 

668 

First  nf  A  mi c r 1 1 "i  Rnu 

1  1191  1*1  nillCULa   1 1 1 1  l\ 

James  H  Duncan 

(58) 

273 

77d 

33 

13 

.  Madison,  Wise 

R  i  n  L 

798 

First  Oklahoma  Rnrn 
i  list  i/mwi uiua  uini/ 

Charles  A  Vose  Jr 

(39) 

144 

10 

1 

1  J** 

18 

2 

Clinton,  Iowa 

Ranli 
D.i  1 1  r 

704 

First  Pennsylvania 

George  A  Butler 

(55) 

240 

6 

— 

246 

33 

3 

Wpcfmnnt  MF 
VV  CcjLIIiUll  L,  1N| 

Banli 

722 

First  Security 

Spencer  F  Eccles 

(48] 

216 

15 

— 

— 

24 

2 

(~\ crf\ *=•  r\     T  Ff  aFi 
WgUCIl,  KJ  ian 

Banll 

594 

First  Tennessee  Natl 

Ronald  A  Terry 

(52] 

299 

27 

326 

26 

9 

Memphis,  Tenn 

Banli 

318 

First  Union 

C  Clifford  Cameron 

(63) 

347 

110 

1 18 

3 

577 

19 

16 

Meridian,  A4iss 

Banli 

685 

First  United  Bancorp 

Paul  W  Mason 

(62) 

246 

14 

- { >  1 

21 

13 

vv  lcniia,  ivan 

RanL 

676 

First  Virginia  Banks 

11,.,,,,,..     17                               I  _ 

1  nomas  K  Ma  lone  1  r 

(63] 

260 

5 

— 

-(>  t 

32 

4 

Burlington,  Vt 

Ranli 
1 '.1 1  i  r 

640 

First  Wisconsin 

Til    f  ■   y  11 

Hal  I  Kuenl 

(60] 

270 

23 

— 

— 

35 

5 

Davenport,  Iowa 

Ranli 

324 

Fischbach 

Altred  K  Manville 

(66] 

562 

562 

1 1 

3 

Carbondale,  Pa 

TechrU 

656 

Flagship  Banks 

Philip  F  Searle 

(58) 

247 

38 

9ftQ 

g 

g 

Kansas  City,  Mo 

1  1  -1 1  -  r 

397 

Fleet  Financial 

1  Terrence  Murray 

(43) 

336 

5 

47 

99 

20 

1 

Woonsocket,  RI 

Find 

402 

Fleming  Cos 

Richard  D  Harrison 

(60) 

448 

22 

14 

29 

17 

salt  LaKe  v-ity,  utan 

T  J 

1 

488 

Flickinger 

Jerry  D  Metcalf 

(45) 

359 

47 

4U0 

6 

2 

Hutchinson,  Kan 

Operati 

786 

Florida  Natl  Banks 

George  C  Whitner 

(60) 

169 

2 

171 

25 

2 

Jacksonville,  Fla 

Banl| 

349 

Florida  Power  &  Lt 

28Marshall  McDonald 

(65) 

330 

15 

194 

539 

11 

11 

Memphis,  Tenn 

Final 

739 

Florida  Progress 

Andrew  H  Hines  Jr 

(60) 

205 

9 

213 

31 

10 

Lake  City,  Fla 

Techni 

15 

Fluor 

J  Robert  Fluor 

(6i ; 

1,073 

22 

418 

733 

2,246 

37 

15 

Santa  Ana,  Cal 

Techn 

276 

FMC 

Robert  H  Malott 

(56] 

605 

15 

619 

30 

ii 

Boston,  Mass 

Operati 

446 

Food  Town  Stores 

Ralph  W  Ketner 

(62] 

382 

59 

442 

25 

25 

Rowan  County,  NC 

Foup 

'For  Forbes  definitions  and  methodology  see  page  126. 
"Succeeded  by  Peter  T.  Buchanan,  2/15/83. 
-'Figures  are  for  year  ended  12/31/81. 
"Succeeded  by  Robert  G  Wilmers,  4/20/83. 
"Deceased.  Succeeded  by  A.  Bronson  Thayer,  3/5/83. 
"Director's  fees  only;  excludes  fees  paid  to  law  firm  of  which 

Mr.  Ferguson  was  a  partner. 
^Succeeded  by  John  J.  Hudiburg,  4/1/83. 
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Envisioning  automobiles  that  will  slip  through 
the  wind  is  only  a  beginning.  The  men  and  women 
who  work  the  assembly  lines  then  translate  those 
visions  into  reality.  That's  why,  in  68  plants  across 
the  country  over  1100  Employee  Involvement 
Groups  have  been  established  by  Ford  Motor 
Company  and  the  UAW.  Their  goal?  To  build  the 
highest  quality  cars  and  trucks  in  the  world. 
Members  of  this  group,  at  the  Kansas  City, 
Missouri,  Assembly  Plant,  used  their 
skills  to  refine  the  fit  and  finish 

procedures  needed  to 
build  the  brand-new 
Ford  Tempo 
well  before 
this 


highly  aerodynamic  car  went  into  production. 
All  part  of  the  effort  to  get  a  sound  body  de- 
signed to  be  free  of  squeaks  and  rattles. 
Employees  speaking  and  management  listen- 
ing. Another  reason  Ford  Motor  Company 
achieved  the  highest  quality  rating  of  any  major 
American  car  or  truck  maker.  A  fact  based 
on  a  national  survey  measuring  things 
gone  wrong,  after  3  months  of  ownership, 

conducted  among  11,000  people  owning 
Ford  and  competitive  1982  new 
vehicles.  And  it's  further 

evidence  that  Ford  Motor 
Company  employees 
are  great  body 
builders. 


Ford 
Mercury 
Lincoln 
Ford  Trucks 
Ford  Tractors 


Quality  is  Job  1.  ^HIH 


Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  & 

contin- 

stock 

with 

as 

Busin 

Rank 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

backgroi 

440 

Ford  Motor 

rniup  i_aiu.weii  (ooj 

446 

446 

30 

3 

Bourneville  Ohio 

A  H  m  inisfrat 

165 

Foremost-McKesson 

1  nonius  jl  uiuijjh  id  >j 

558 

16 

24 

239 

837 

21 

5 

Newton,  N^lass 

Ont-rati 

>  /*# 

run  nuwdiu  it«jjjci 

Paul  !  Schierl  (48) 

370 

99 

21 

490 

19 

8 

Neenah,  Wise 

L 

735 

Foster  Wheeler 

Louis  E  Azzato  (52| 

184 

'  4 

33 

221 

31 

2 

New  York,  NY 

Techn 

44 

Freeport-McMoran 

Paul  W  Douglas  |56) 

577 

255 

542 

1,374 

30 

7 

Springfield,  Mass 

Market 

504 

Fruehauf 

Robert  D  Rowan  |61{ 

375 

18 

393 

27 

9 

Holland,  Mich 

Fina; 

162 

Gannett 

Allen  H  Neuharth  (59) 

720 

45 

83 

849 

20 

10 

Eureka,  SD 

Journal| 

490 

GATX 

James  )  Glasser  (49) 

350 

4 

50 

404 

21 

4 

Chicago,  111 

Lj 

62 

GEICO 

John  J  Byrne  (50) 

414 

118 

728 

1,260 

7 

7 

Passaic,  NJ 

Insura 

418 

Gelco 

N  Bud  Grossman  (62) 

375 

34 

37 

18 

464 

26 

26 

Minneapolis,  Minn 

Foua 

396 

General  Cinema 

Richard  A  Smith 

(58) 

403 

22 

62 

487 

36 

36 

Brookline,  Mass 

Administra 

19 

General  Dynamics 

David  S  Lewis 

(65) 

453 

73 

J, 422 

1,947 

12 

12 

N  Augusta,  SC 

Administra 

29 

General  Electric 

John  F  Welch  Jr 

(47) 

975 

43 

683 

1,701 

22 

2 

Peabody,  Mass 

Techn 

299 

General  Foods 

James  L  Ferguson 

(57) 

557 

41 

598 

20 

9 

Evanston,  111 

Marke 

186 

General  Instrument 

Frank  G  Hickey 

(55) 

756 

16 

772 

18 

8 

Stevens  Pt,  Wise 

Marke 

100 

General  Mills 

H  Brewster  Atwater  Jr 

(52) 

641 

43 

71 

293 

1,048 

25 

2 

Minneapolis,  Minn 

Marke 

321 

General  Motors 

Roger  B  Smith 

(57) 

549 

17 

565 

33 

2 

Columbus,  Ohio 

Fin. 

670 

General  Public  Utils 

William  G  Kuhns 

(61) 

265 

7 

272 

27 

16 

Milwaukee,  Wise 

Fins 

131 

General  Re 

Harold  J  Hudson  Jr 

(59) 

484 

1 

461 

946 

27 

12 

Kansas  City,  Mo 

L 

196 

General  Signal 

Nathan  R  Owen 

(64) 

635 

20 

103 

758 

22 

21 

Burnt  Hills,  NY 

Techr 

406 

Genl  Tire  &  Rubber 

Michael  G  O'Neil 

(61) 

462 

11 

5 

478 

37 

23 

Akron,  Ohio 

Administra 

554 

Genuine  Parts 

Wilton  Looney 

(64) 

351 

12 

363 

44 

21 

Vanna,  Ga 

Operat 

485 

Georgia-Pacific 

29Robert  E  Flowerree 

(62) 

350 

70 

-13 

407 

31 

6 

New  Orleans,  La 

Operat 

231 

Getty  Oil 

Sidney  R  Petersen 

(52) 

633 

56 

689 

28 

3 

Oakland,  Cal 

Fin; 

245 

Giant  Food 

Israel  Cohen 

(70) 

619 

7 

39 

665 

47 

5 

Israel 

Fou 

728 

Gibraltar  Financial 

Herbert  J  Young 

(51) 

226 

226 

30 

14 

Los  Angeles,  Cal 

Administra 

629 

Gibraltar  Savings 

E  Michael  Lallinger 

(67) 

300 

300 

27 

19 

St  Louis,  Mo 

Fin; 

183 

Gillette 

Colman  M  Mockler  Jr 

(53) 

463 

7 

28 

281 

779 

25 

8 

St  Louis,  Mo 

Fin, 

358 

Global  Marine 

C  Russell  Luigs 

(50) 

503 

19 

523 

6 

6 

Evansville,  Ind 

Techi 

669 

Golden  West  Finl 

30Herbert  M  Sandler 

(51) 

273 

273 

19 

19 

New  York,  NY 

Fou; 

275 

B  F  Goodrich 

John  D  Ong 

(49) 

310 

5 

304 

619 

22 

3 

Ulrichsville,  Ohio 

1 

64 

Goodyear 

"Charles  J  Pilliod  Jr 

(64) 

496 

387 

107 

261 

1,252 

42 

9 

Cuyahoga  Falls,  Ohio 

c 

175 

Gould 

William  T  Ylvisaker 

(59) 

732 

•  55 

6 

794 

15 

15 

.  St  Paul,  Minn 

Administra 

134 

W  R  Grace 

J  Peter  Grace 

(70) 

782 

63 

-261 

333 

917 

46 

37 

Manhasset,  NY 

Fin 

477 

W  W  Grainger 

David  W  Grainger 

(55) 

366 

47 

413 

33 

9 

Chicago,  111 

Administra 

469 

Great  Atl  &  Pac  Tea 

James  Wood 

(53) 

400 

20 

420 

3 

3 

England 

Reta; 

632 

Gt  Northern  Nekoosa 

Robert  Hellendale 

(65) 

290 

9 

299 

29 

4 

New  York,  NY 

I 

452 

Gt  Western  Financial 

James  F  Montgomery 

(48) 

350 

11 

11 

64 

436 

7 

4 

Topeka,  Kan 

Fini 

281 

Greyhound 

John  W  Teets 

(49) 

457 

19 

138 

614 

19 

1 

Elgin,  111 

Administra 

419 

Grumman 

John  C  Bierwirth 

(59) 

424 

14 

25 

463 

10 

8 

Lawrence,  NY 

Fin 

132 

GTE 

Theodore  F  Brophy 

(60) 

919 

24 

943 

25 

7 

New  York,  NY 

1 

140 

Gulf  &  Western  Inds 

"Charles  G  Bluhdorn 

(56) 

895 

9 

904 

27 

25 

Austria 

Fou 

225 

Gulf  Oil 

James  E  Lee 

(61) 

664 

31 

696 

41 

1 

Kiln,  Miss 

Opera- 

683 

Gulf  States  Utils 

Paul  W  Murrill 

(48) 

192 

70 

262 

5 

1 

St  Louis,  Mo 

Administn 

33 

Gulf  United 

E  Grant  Fitts 

(67) 

1,250 

51 

260 

1,562 

15 

15 

Montevallo,  Ala 

1 

89 

Halliburton 

John  P  Harbin 

(65) 

742 

106 

240 

1,087 

34 

11 

Waxahachie,  Tex 

Fin 

602 

Hammermill  Paper 

Albert  F  Duval 

(62) 

298 

7 

15 

320 

23 

12 

Holyoke,  Mass 

Mark' 

474 

Harris  Bankcorp 

Charles  M  Bliss 

(61) 

375 

40 

415 

39 

5 

Evanston,  111 

Bar 

212 

Harris  Corp 

Joseph  A  Boyd 

(62) 

555 

162 

717 

21 

•  5 

Oscar,  Ky 

Tech. 

615 

Hartford  National 

Robert  L  Newell 

(60) 

298 

8 

8 

314 

37 

7 

Hartford,  Conn 

Bar 

'For  Forbes  definitions  and  methodology  see  page  126. 
"Succeeded  by  T.  Marshall  Harm,  Jr.,  5/3/83. 
'"Office  jointly  held  with  Marion  O.  Sandler. 
"Succeeded  by  Robert  E.  Mercer,  1/1/83. 
"Deceased.  Succeeded  by  Martin  S.  Davis,  2/24/83. 
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We  handle  the  risks, 
you  reap  the  rewards  of 
investing  in  developing 
countries.  That's: 


THE  one 


Hormel,  its  affiliate  Pure  Foods  and 
the  Filipino  people  are  enjoying  the  re- 
wards of  this  food  processing  plant  in  the 
Philippines,  thanks  to  OPIC  political  risk 
insurance.  That's  one  example  of  the 
OPIC  opportunity. 


Overseas 
Private 
Investment 
Corporation 


1983  DFSInc  NY,  NY 


Is  the  OPIC  opportunity  for  you? 

•  Who:  American  companies  invest- 
ing in  developing  nations  (68%  of  our 
clients  are  small  businesses).  Their  re- 
ward? A  50%  higher  average  return  on 
investment  than  companies  operating  in 
other  foreign  countries. 

•  What:  OPIC  offers  comprehensive, 
20-year  irrevocable  coverage  against  cur- 
rency inconvertibility,  expropriation,  war 


and  other  forms  of  political  violence. 

•  Why:  Since  your  investment  must 
be  consistent  with  U.S.  economic  inter- 
ests as  well  as  benefit  the  host  country, 
the  rewards  are  shared  by  you,  by  them 
and  by  the  U.S. 

•  How:  Call  toll  free:  800-424-6742 
(in  Washington,  D.C.:  202-653-2800). 
Or  write:  OPIC,  1129  20th  Street  N.W., 
Washington,  D  C.  20527. 


OPIC.  A  WORLD  OF  OPPORTUNITY. 


Who  Gets  The  Most  Pay 


Compensation  l$000)  Years  served 


salary  & 

contin- 

stock 

with 

as 

Busint 

Rank 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

backgrou 

Ci  Hcilcwan  Brewing 

Kussell  tj  deary 

/  cm 
|50J 

537 

57 

594 

23 

12 

Chippewa  Falls,  Wise 

Le 

V  J 

ri  )  nun/. 

Anthony  J  F  O'Reilly 

[47] 

740 

92 

251 

1,084 

14 

3 

Ireland 

Le 

557 

Walter  £  Heller  Intl 

Franklin  A  Cole 

|57) 

330 

30 

— 

360 

20 

12 

Park  Falls,  Wise 

Le 

681 

Helmerich  &  Payne 

Walter  H  Helmerich  III 

(60) 

247 

5 

11 

263 

34 

22 

Tulsa,  Okla 

Administrati 

i  1  r  n  il  ]r<t 

Alexander  F  Giacco 

(63) 

621 

60 

194 

35 

911 

41 

5 

Italy 

Techni 

HprtnPV  ]■  i'.i  it I  s 

1   11    1  Till    V  J 

William  E  C  Dearden 

|60l 

437 

122 

212 

772 

25 

7 

Philadelphia,  Pa 

Sa 

H  r  vv  li-t  t  -  1'  K  ii  )  ril 

111.  ITlCII    I  OV.RU1U 

John  A  Young 

(51) 

596 

2 

74 

672 

24 

5 

Nampa,  Ida 

Technii 

433 

Hilton  Hotels 

Barron  Hilton 

(55) 

441 

11 

— 

452 

28 

17 

Dallas,  Tex 

Administrati 

173 

Holiday  Inns 

Michael  D  Rose 

(41) 

362 

404 

— 

40 

807 

9 

2 

Akron,  Ohio 

Operatii 

695 

Hnmi^l^Lp  /Vlininp 

1  HHIIl  ^IJM     .  T  1 1 1 1  1 1 1 

Harry  M  Conger 

(52) 

237 

17 

254 

7 

4 

Seattle,  Wash 

Techni 

80 

Honeywell 

Edson  W  Spencer 

1,071 

68 

1,139 

28 

8 

Chicago,  111 

Sa 

561 

George  A  Hormel 

Richard  L  Knowlton 

(51) 

350 

6 

356 

34 

1 

Austin,  Minn 

Market 

150 

Hospital  Corp  of  Am 

Thomas  F  Frist  Jr 

(45) 

393 

24 

1 

458 

876 

14 

1 

Nashville,  Tenn 

Foun 

222 

Household  Intl 

Donald  C  Clark 

(51) 

617 

83 

— 

— 

700 

28 

1 

Brooklyn,  NY 

Final 

551 

Houston  Industries 

Don  D  Jordan 

(51) 

337 

28 

364 

26 

6 

Corpus  Chnsti,  Tex 

Le 

550 

Houston  Natural  Gas 

M  D  Matthews 

/  col 

py) 

354 

1 1 

365 

19 

1 

Mt  Vernon,  Ark 

Fina] 

270 

Hughes  Tool 

James  R  Lesch 

(61) 

438 

48 

140 

626 

36 

3 

Apache,  Okla 

Administrat 

32 

Humana 

David  A  Jones 

|51) 

672 

67 

19 

855 

1,612 

21 

21 

Louisville,  Ky 

Foun 

460 

Huntington  Bancshs 

Frank  Wobst 

(49) 

363 

30 

8 

28 

428 

8 

2 

Germany 

Bank 

124 

E  F  Hutton  Group 

Robert  Fomon 

(58) 

925 

8 

36 

969 

32 

12 

Chicago,  111 

Investml 

144 

IC  Industries 

William  B  Johnson 

/  i^A  \ 

|o4 1 

647 

75 

169 

891 

17 

17 

Salisbury,  Md 

Lc 

785 

Idaho  Power 

James  E  Bruce 

|63) 

147 

9 

16 

172 

31 

6 

Boise  Ida 

L< 

715 

Illinois  Power 

Wendell  J  Kelley 

(57) 

218 

9 

6 

— 

233 

33 

16 

Champaign,  111 

Techn: 

556 

Imperial  Corp  of  Am 

Matthew  J  Shevlin 

(57) 

225' 

136 

— 

— 

361 

1 

1 

San  Francisco,  Cal 

Fina 

636 

Indiana  National 

Thomas  M  Miller 

(53) 

216 

80 

296 

28 

2 

Corydon,  Ind 

Bank) 

779 

Indianapolis  Pwr  &  Lt 

Zane  G  Todd 

/col 
|59) 

173 

1 

3 

177 

32 

7 

Hanson,  Ky 

Operati 

713 

Indust  Valley  Bank 

Joseph  A  Gallagher 

(55) 

227 

3 

3 

233 

24 

3 

Philadelphia,  Pa 

Bank 

360 

Ingersoll-Rand 

Thomas  A  Holmes 

(59) 

367 

99 

21 

31 

518 

33 

2 

Wilmington,  Mass 

Operati 

712 

Inland  Steel 

Frank  W  Luerssen 

(55) 

225 

— 

9 

— 

234 

31 

1 

Reading,  Pa 

Techni 

653 

Intel 

Gordon  E  Moore 

(54) 

285 

285 

14 

San  Francisco  Cal 

534 

Interco 

John  K  Riedy 

|67) 

365 

8 

373 

49 

2 

Chicago,  111 

Operatii 

210 

InterFirst 

Elvis  L  Mason 

(49) 

627 

92 

719 

9 

2 

Vivian  La 

Bank 

59 

IBM 

John  R  Opel 

(58) 

901 

367 

— 

— 

1,267 

33 

2 

Kansas  City,  Mo 

Si 

505 

Intl  Flavors  &  Frag 

Henry  G  Walter  Jr 

(72) 

381 

11 

— 

— 

393 

20 

20 

New  York,  NY 

Le 

595 

Intl  Harvester 

Donald  D  Lennox 

(64) 

297 

29 

325 

3 

] 

Pittsburgh,  Pa 

Operati 

180 

Intl  Minerals  &  Chem 

Richard  A  Lenon 

(62) 

797 

58 

-71 

785 

15 

12 

Lansing  Ivlich 

FinJ 

280 

Intl  Multifoods 

William  G  Phillips 

(63) 

582 

33 

615 

14 

14 

Cleveland  Ohio 

Final 

302 

International  Paper 

Edwin  A  Gee 

(63) 

570 

25 





595 

5 

3 

Washington,  DC 

Techni 

79 

Intl  Tel  &  Tel 

Rand  V  Araskog 

(51) 

994 

146 

-15 

14 

1,139 

16 

3 

Fergus  Falls,  Minn 

Administrat 

352 

InterNorth 

Sam  F  Segnar 

(55) 

330 

28 

173 

531 

22 

3 

Hope  Ark 

Techni 

646 

IntraWest  Financial 

"Theodore  D  Brown 

(61) 

240 

48 

288 

13 

6 

Denver  Cfiln 

Bank 

764 

Iowa-Illinois  C.  &  E 

Dean  R  Stichnoth 

(57) 

180 

1 1 

191 

32 

Rpnrnn  Cniintv  Tnn 

1. l  1 1  1 1  1 1  > — uuiu  y  (  inu 

1 , 

188 

Irving  Bank 

Gordon  T  Wallis 

(63) 

768 

768 

42 

12 

SaJt  Lake  City,  Utah 

Fina 

323 

11  International 

John  Gilray  Christy 

(50) 

521 

41 

562 

11 

2 

Silver  Creek,  NY 

Operatii 

520 

Jefferson-Pilot 

W  Roger  Soles 

(62) 

373 

9 

381 

36 

15 

Whiteville,  NC 

Investrn 

142 

Jewel  Cos 

Weston  R  Christopherson 

(58) 

525 

246 

129 

900 

32 

3 

Walum,  ND 

Retaii 

651 

Jim  Walter 

James  W  Walter 

(60) 

286 

286 

37 

37 

Lewes,  Del 

Four 

86 

lohnson  &.  Johnson 

James  E  Burke 

(58) 

759 

162 

189 

1,110 

30 

.6 

Rutland,  Vt 

Markc 

203 

Johnson  Controls 

Fred  L  Brengel 

(60) 

572 

89 

82 

"^43 

35 

16 

Hicksville,  NY 

a 

535 

Joy  Manufacturing 

Alexander  W  Calder 

(59) 

345 

4 

24 

373 

34 

1 

Cleveland,  Ohio 

Techn 

•Salary  portion  annualized.  'For  Forbes  definitions  and  methodology  see  page  126. 

"Succeeded  by  Robert  G.  Boucher,  4/28/83. 
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NATIONAL 


N    f;    W  S 


National  gives  renters  round-the-clock  peace  of  mind. 

NOW  FROM  RATIONAL 
24-HR.  ROAD  SERVICE. 


Now  when  you  rent  with 
National,  you  get  round- 
the-clock  peace  of  mind  - 
with  free  Amoco  Motor 
Club  road  service. 

Chances  are,  you'll  never 
need  it.  But  if  you  do,  only 
National  gives  you  access 
to  24-hour  road  service 
from  Amoco  Motor  Club  - 
the  world's  largest  full- 
service  motor  club,  with 
over  6,500  service  facil- 
ities across  the  U.S. 

So  you  can  count  on  fast, 
professional  assistance. 
Anytime.  Every  day  of 
the  year. 

More  proof  that  at 
National  you're  our 


number-one  priority. 
Plus  get  free  gifts  and 
free  travel,  too! 

Remember,  through 
June  30  you  can  still  take 
advantage  of  our  expanded 
premium  offer.  Get  our 
new  travel  hair  dryer,  the 
new  space- saving  travel 
iron,  our  popular  Time- 
Ball™  or  certificates  good 
toward  26  desirable  gifts 
when  you  rent  a  compact  or 
larger  size  car  at  our  usual 
low  rates,  including  com- 
mercial rates.  And  when 
you  rent  any  car,  you  can 
also  earn  credit  toward  free 
travel  from  TravelBank.sM 
Get  qualifications  and 


3 

S 


7 


details  at  partici- 
pating National 
locations. 
Get  the  National 
attention  you 
deserve. 
Low  prices.  Care- 
fully maintained  cars. 
Unlimited  free  mile- 
age. Free  gifts.  Travel 
bonuses.  And  the  security 
of  24-hour  Amoco  Motor 
Club  road  service. 


National  features  GM  cars 
like  this  Buick  Century. 


You  deserve  Notional  attention. 


National  Car  Rental 


1983  National  Car  Rental  System.  Inc.  In  Canada,  it's  Tilden.  In  Europe,  Africa  and  the  Middle  East,  it's  European 


Compensation  ($000)  Years  served 

salary  &  contin-    stock  with     as  Bus 

Rank  Company  Chief  executive  lage)  bonus1     benefits'    gent1     gains'      total        co.    CEO  Place  of  birth  backgr 


313  Kmart  Bernard  M  Fauber  (60]  560  22  582  41  3  Botetourt  Cnty,  Va  Ret; 

380  Kaiser  Alum  &  Chem  Cornell  C  Maier  (58)  495  7  502  33  10  Herreid,  SD  Opera 

267  Kaneb  Services  Michael  G  Shoup  (51)  525  29  73                     627  27  1  Chicago,  111  Fil 

781  Kansas  City  Pwr  &  Lt  Arthur  J  Doyle  (60)  173  ■       1  175  10  3  Boston,  Mass 

805  Kansas  Gas  &  Elec  Wilson  K  Cadman  (56)  126  2  128  32  2  Wichita,  Kan  Administr 


803  Kansas  Power  &  Light  William  E  Wall  [55]  140  140  8  7  Seattle,  Wash 

250  Kellogg  William  E  Lamothe  (56)  625  8  21                     655  32  4  Brooklyn,  NY  Mark 

776  Kemper  Joseph  E  Luccke  [56]  174  6  180  31  4  Philadelphia,  Pa  Insui 

789  Kentucky  Utilities  William  B  Bechanan  (57)  160  8  168  34  4  Hodgenville  KY  TecM 

404  Kerr-McGee  Dean  A  McGee  (79]  475  9  484  46  29  Humboldt,  Kan  Produ| 


528  Key  Banks  Victor J  Riley  |r  (51)    353  24  377  19  9  Buffalo,  NY  Fit 

479  Kev  Pharmaceuticals  Michael  laharis  |r  (54)    380  31  411  11  11  Chicago,  111 

67  Kidde  Fred  R  Sullivan  (68)  1,105  140  —       1,245  19  19  Fort  Wayne,  Ind  Fn 

240  Kimberly-Clark  Darwin  E  Smith  (57)     550  129  680  25  11  Garrett,  Ind 

356  Knight-Ridder  News  Alvah  H  Chapman  |r  (62)    499  5  24         527  22  7  Columbus,  Ga  Administi) 


684  Koppers  Charles  R  Pullin  (59)  252  5  4                     261  37  1  Point  Pleasant,  W  Va  Administn 

99  Kroger  Lyle  Everingham  (57)  596  57  399       1,052  36  5  Flint,  Mich  Ret 

291  Lear  Siegler  Robert  T  Campion  (62)  557  47  604  25  12  Minneapolis,  Minn  Fij 

58  Levi  Strauss  Robert  T  Grohman  (58)  500  184  '      435        156       1,276  9  1  Hazelton,  Pa  Administi 

486  Liberty  National  John  W  McLean  (61)  232  30  144                     406  15  15  Okmulgee,  Okla  Bai 


122  Eli  Lilly  Richard  D  Wood  (56)  776  20  181          977  33  10  Brazil,  Ind  Marl 

580  Limited  Leslie  H  Wexner  (45)  318  19  336  19  19  Dayton,  Ohio  Foi 

510  Lincoln  First  Banks  Alexander  D  Hargrave  (63)  388  1  389  20  9  Canandaigua,  NY 

526  Lincoln  National  Ian  M  Rolland  (50)  349  1  29                     379  27  6  Ft  Wayne,  Ind  Insuj 

154  Litton  Industries  Fred  W  O'Green  (62)  824  45  869  20  1  Mason  City,  Iowa  Tecfi 


155  Lockheed  Roy  A  Anderson  (62)  617  10  23        219         868  26  5  Ripon,  Cal  Fu 

309  Loews  Laurence  A  Tisch  (60)  535  52  587  23  22  Brooklyn,  NY  Fu 

736  Long  Island  Lighting  Charles  R  Pierce  (61 )  215  4  219  33  5  Bar  Harbor,  Me 

742  Longs  Drug  Stores  Robert  M  Long  (45)  202  7  209  22  6  Oakland,  Cal  Ret 

376  Louisiana  Land  |ohn  G  Phillips  |60)  360  75  70                     506  31  11  Camden,  Ark  Fu 


444  Louisiana-Pacific  Harry  A  Merlo  (58)  353  83            7                     443  33  9  Stirling  City,  Cal  Marl 

514  Lowe's  Companies  Leonard  G  Herring  (56)  339  6          42                     387  27  4  Snow  Hill,  NC  Fu 

16  LTV  !4W  Paul  Thayer  (63)  1,066  88                    944       2,098  34  12  Henryetta,  Okla 

430  Lubrizol  Lester  E  Coleman  (52)  444  9                     454  28  5  Akron,  Ohio  Ted 

391  Lucky  Stores  S  Donley  Ritchey  (49)  496  496  31  3  Derry  Township,  Pa  Open! 


193  M/A-Com  Richard  T  DiBona  (50)  173  317  272  761  25  1  Quincy,  Mass  Ted 

139  R  H  Macy  Edward  S  Finkelstein  (58)  560  52  111  1S2         905  34  2  New  Rochelle,  NY  Ret 

464  Malone  &  Hyde  Joseph  R  Hyde  III  (401  395  33  428  18  14  Memphis,  Tenn  Administi 

148  Mfrs  Hanover  John  F  McGillicuddy  (52)  752  20  105  877  24  4  Harrison,  NY 

707  Manufacturers  Natl  Dean  E  Richardson  (55)  238  3  241  29  10  West  Branch,  Mich  Bai 


424  Manville  John  A  McKinney  (59)  444  10  8  —         461  31  6  Huntsville,  Tex 

536  MAPCO  Willis  H  Thompson  Jr  (49)  350  5  18  373  6  3  Minneapolis,  Minn  OperJ 

721  Marine  George  R  Slater  (59)  224  7  230  7  5  Indianapolis,  Ind  M 

407  Marine  Midland  Bks  J5Edward  W  Duffy  (57)  425  53  —  '  —         478  30  9  Utica,  NY  Bai 

268  Marriott  J  Willard  Marriott  Jr  (51)  519  19  89  627  27  10  Washington,  DC  Administi 


178  Marsh  &  McLennan  John  M  Regan  Jr  (62)  599  40  147  786  37  10  Minneapolis,  Minn  Insii 

501  Marshall  &  Ilsley  John  A  Puelicher  |62)  210  5  181  397  37  25  Milwaukee,  Wise  Bj 

97  Martin  Marietta  Thomas  G  Pownall  (61)  583  6  76  387       1,053  20  1  Cumberland,  MD  Marl) 

586  Mary  Kay  Cosmetics  Richard  R  Rogers  (40)  300  30  330  19  '  15  Houston,  Tex  Fo 

687  Maryland  National  Robert  D  H  Harvey  (62)  255  1  4  260  36  17  Baltimore,  Md  Fil 


'For  Forbes  definitions  and  methodology  see  page  126. 
'■■Succeeded  by  Raymond  A.  Hay,  1/11/83. 
"Succeeded  by  John  R.  Petty,  4/20/83. 
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LET  E-COM  "SIGN,  SEAL,  AND 
DELIVER"  YOUR  MAIL  FOR  LESS 
THAN  YOU'RE  SPENDING  NOW 


There's  a  better  way  to  send  out  com- 
puter-originated mail.  The  Postal  Service's 
E-COM  Service.  It  lets  your  computer 
transmit  directly  to  ours.  So  you  can  send 
announcements  and  invoices,  for  example, 
while  you  bypass  a  lot  of  work-and  expense. 

E-COM  Service  is  a  cooperative  effort 
between  private  sector  communication  car- 


riers and  your  Post  Office.  Here's  how  it 
works.  Once  your  system  is  set  up  for  E-COM 
Service,  your  computer  operator  simply  pre- 
pares the  message.  It's  then  transmitted  as 
data,  by  telephone  or  other  communication 
carrier,  to  any  one  or  more  of  25  Serving  Post 
Offices  throughout  the  country.  And  E-COM 
Service  takes  care  of  all  the  rest  . 


It  prints  your  messages,  which  can  be  up 
to  two  pages  long.  Folds  them.  And  puts  them 
in  envelopes,  all  at  the  Post  Office. 


It  provides  blue-and-white 
envelopes-for  impact 


It  saves  you  time  by  letting  you 
transmit  your  message  directly  to 
the  Post  Office  by  telephone  or 
other  communication  carrier.  And 
it  saves  time  by  printing  your 
message  right  at  the  Post  Office. 
Then  it  delivers  your  mail  in  just  2 
days  or  less. 


It  gives  you  all  this-which  cuts  your  labor 
costs,  too-for  26c  for  the  first  page.  And  only 
5C  more  for  the  second.  Postage,  paper  & 
envelopes  included. 


We  can  help  you  figure  out  the  best 
way  to  link  up  with  E-COM  Service. 
And  we  can  even  give  you  any  technical 
advice  you  might  need. 
So  why  not  let  new  E-COM  Service 
give  you  a  hand  with  the  mail?  For 
more  information,  simply  call  or  write 
your  communication  carrier  or  your 
local  Postmaster. 


E-COM 

IT  DELIVERS  SAVINGS  ALONG  WITH  THE  MAIL 


♦  ©USPS  1983 


Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  &  contin-    stock  with     as  Busing 

Rank  Company  Chief  executive  lage)  bonus1     benefits'    sent'     gains'      total        co.    CEO  Place  of  birth  backgrou 


253 

Masco 

Richard  A  Manoogian 

(46) 

625 

15 

11 

651 

25 

15 

Long  Branch,  NJ 

Administrati 

545 

Mattel 

Arthur  S  Spear 

(62) 

334 

34 

— 

— 

368 

18 

8 

Providence,  RI 

Operant) 

133 

May  Dept  Stores 

David  C  Farrell 

(50) 

650 

141 

151 

942 

27 

4 

Chicago,  111 

Retail 

434 

MCA 

Lew  R  Wasserman 

(70) 

400 

52 

452 

46 

36 

Cleveland,  Ohio 

St 

344 

McDonald's 

Fred  L  Turner 

(50) 

495 

2 

45 

543 

-t  7 

LI 

9 

Des  Moines,  Iowa 

Retail 

362 

McDonnell  Douglas 

Sanford  N  McDonnell 

(60) 

458 

37 

21 

515 

34 

11 

Little  Rock,  Ark 

Techn  i] 

174 

McGraw-Edison 

Edward  J  Williams 

(60) 

484 

136 

182 

— 

803 

11 

10 

St  Louis,  Mo 

Final 

229 

McGraw-Hill 

"'Harold  W  McGraw  |r 

(65) 

468 

49 

175 

692 

36 

8 

Maui    V«|,      M  V 

INew  York,  IN  Y 

Operatic 

425 

MCI  Communications 

William  G  McGowan 

led 

(55) 

416 

40 

5 

461 

1 4 

1 4 

Ashley,  Pa 

Foun 

588 

Mead 

T»               II    it    ii     1  .  _ 

Burnell  R  Roberts 

(56) 

325 

4 

329 

1 7 

1 

Lafayette  Cnty,  Wise 

Finai 

562 

Medtronic 

Dale  R  Olseth 

152) 

293 

36 

26 

354 

7 

7 

St  James,  Minn 

Administrat 

298 

Mellon  National 

|  David  Barnes 

(54) 

363 

68 

167 

— 

598 

27 

2 

Oil  City,  Pa 

Bank, 

206 

Melville 

Francis  C  Rooney  |r 

(61) 

542 

1 8 

168 

728 

30 

1 9 

N  Brookfield,  Mass 

Retaill 

500 

Mercantile  Bancorp 

Donald  E  Lasater 

(57) 

378 

4 

1 6 

397 

24 

12 

St  Louis,  Mo 

L( 

288 

Mercantile  Stores 

Leon  F  Winbigler 

(57) 

568 

37 

605 

34 

8 

Brookfield,  Mo 

Retail 

220 

Mercantile  Texas 

Gene  H  Bishop 

(53) 

672 

30 

701 

8 

8 

Forest,  Miss 

Banki 

771 

Merchants  National 

Otto  N  Frenzel  III 

(52) 

180 

2 

— 

- 

182 

28 

10 

Indianapolis,  Ind 

Bank) 

285 

Merck 

|ohn  |  Horan 

(62) 

515 

1 

91 

607 

31 

7 

New  York,  N  Y 

L<- 

39 

Merrill  Lynch 

Roger  E  Birk 

(52)  1,194 

28 

238 

1,461 

28 

2 

St  Cloud,  Minn 

Fina: 

153 

Mesa  Petroleum 

I  Boone  Pickens  |r 

(55) 

475 

394 

869 

26 

26 

Holdenville,  Okla 

Foun) 

123 

Metromedia 

lohn  W  Kluge 

(68) 

962 

12 

974 

24 

24 

Germany 

Market) 

599 

Michigan  National 

Stanford  C  Stoddard 

(52) 

301 

20 

3 

324 

28 

11 

Salt  Lake  City,  Utah 

Banki 

428 

MidCon 

Orval  C  Davis 

(63) 

417 

4U 

457 

36 

5 

Roseclare,  111 

Techn 

541 

Middle  south  Mils 

Floyd  W  Lewis 

(57) 

359 

12 

371 

33 

1 1 

Lincoln  County,  Miss 

Lt 

340 

Midlantic  Banks 

Robert  Van  Buren 

(58) 

434 

42 

73 

549 

12 

6 

Plainneld,  N| 

Bank 

232 

Minn  Mining  &  Mfg 

Lewis  W  Lehr 

(62) 

560 

2 

123 

686 

36 

4 

Elgin,  Neb 

Techn) 

748 

Minnesota  Power 

lack  F  Rowe 

(56) 

199 

— 

8 

206 

32 

4 

Sebeka,  Minn 

Techn) 

163 

Mission  Insurance 

E  Richard  DeRosa 

|60| 

387 

20 

44 1 

847 

24 

18 

Oakland,  Cal 

Insura) 

400 

Mitchell  Energy  &  Dev 

(jeorge  F  Mitchell 

(64) 

443 

43 

486 

37 

24 

Galveston,  Tex 

Foun) 

43 

Mobil 

Rawleigh  Warner  Jr 

(62) 

1,388 

34 

1,422 

29 

13 

Chicago,  111 

Final 

34 

Monsanto 

John  W  Hanley 

(61) 

804 

22 

20 

681 

1,527 

10 

10 

Parkersburg,  W  Va 

Markel 

782 

Montana  Power 

3'joseph  A  McElwain 

(63) 

168 

6 

— 

174 

29 

8 

Deer  Lodge,  Mont 

L<j 

619 

Moore  Financial 

Thomas  C  Frye 

(64) 

309 

309 

45 

13 

Ontario,  Ore 

Bank 

1  C  "7 

15/ 

I  P  Morgan 

Lewis  T  Preston 

(56) 

794 

70 

863 

31 

3 

New  York,  NY 

Bank 

A  A  1 

44/ 

Morrison-Knudsen 

William  H  McMurren 

(55) 

441 

441 

28 

1 1 

Ontario,  Ore 

Operatij 

236 

Morton  Thiokol 

Charles  S  Locke 

(54) 

618 

1 

64 

684 

7 

3 

Laurel,  Miss 

Final 

332 

Motorola 

Robert  W  Galvin 

(60) 

500 

54 

— 

554 

43 

23 

Marshheld,  Wise 

AdministraH 

TOI 

I/O 

Mountain  Fuel  Supply 

R  D  Cash 

(41) 

154 

8 

162 

7 

1 

Shamrock,  Tex 

Techn| 

Murphy  Oil 

Charles  H  Murphy  |r 

(63) 

338 

98 

436 

33 

33 

El  Dorado,  Ark 

Four) 

Nabisco  Brands 

Robert  M  Schaeberle 

(60) 

836 

20 

332 

58 

1,246 

36 

9 

Newark,  NJ 

Final 

784 

Nalco  Chemical 

Worley  H  Clark  |r 

(51) 

161 

11 

172 

23 

1 

Richmond,  Va 

Techru 

703 

Nash  Finch 

Harold  B  Finch  Jr 

(56) 

192 

8 

49 

249 

27 

1 

Grand  Forest,  ND 

Techn) 

775 

Natl  Bancshares  Texas 

Richard  W  Calvert 

(52) 

175 

5 

180 

20 

1 

Cambridge,  Mass 

Bank1 

377 

National  Can 

Frank  W  Considine 

(61) 

417 

33 

19 

34 

503 

21 

10 

Chicago,  111 

S. 

516 

Natl  Central  Financl 

Wilson  D  McElhinny 

(53) 

320 

55 

12 

386 

19 

8 

Detroit,  Mich 

Bank 

482 

National  City 

(ulien  L  McCall 

(62) 

409 

409 

11 

2 

Florence,  SC 

Bank 

149 

National  Distillers 

Drummond  C  Bell 

(67) 

535 

342 

877 

26 

12 

Baltimore,  Md 

Fina 

6 

Natl  Medical  Entrprs 

Richard  K  Earner 

(55) 

675 

117 

2,652 

3,445 

14 

14 

Long  Beach,  Cal 

Four) 

754 

Natl  Semiconductor 

Charles  E  Sporck 

(55) 

192 

5 

6 

203 

16 

16 

Saranac  Lake,  NY 

Product 

578 

National  Svc  Inds 

Erwin  Zaban 

161) 

332 

5 

337 

46 

10 

Atlanta,  Ga 

Admimstr.il 

'For  Forbes  definitions  and  methodology  see  page  126. 
"'Succeeded  by  Joseph  L.  Dionne,  4/26/83. 
''Succeeded  by  W.  Paul  Schmechel,  5/3/83. 
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There  may  be 
better  things  to  do 
with  your  company's 
insurance  money 
than  buy  insurance. 

-tor  the  multinational  corporation,  the  cost  of 
protecting  its  assets  abroad-both  people  and 
property— has  become  a  major  one,  with  pre- 
miums ranging  from  thousands  into  millions  of 
dollars  annually. 

And  always  it  has  been  thought  of  as  a 
necessary  cost  of  doing  business. 

We  would  like  to  recommend  an  alternative. 
Rather  than  think  of  all  that  money  as  an 
expense  for  your  company,  we  suggest  you 
think  of  it  instead,  as  a  financial  tool. 

That's  right,  as  a  financial  tool.  There  are  so 
many  ways,  today,  to  make  your  insurance 
money  work  for  your  company  at  the  same 


time  it's  protecting  your  company.  Ways 
to  free  your  money,  to  give  you  control 
over  its  flow,  to  significantly  lower  your 
cash  outlay.  In  short,  ways  to  be 
smart  with  your  insurance  money. 
At  AFIA,  as  a  pioneer  in 
worldwide  insurance,  we  offer 
the  multinational  corporation  all  the 
expertise,  innovativeness  and  capability  our  64 
years  of  experience  have  given  us.  As  well  as  our 
facilities:  more  than  230  offices  serving  135 
countries.  And  we  offer  it  all  to  help  you  plan 
the  worldwide  programs  that  can  put  your 
insurance  money  to  valuable  use. 

Programs  like  forming  your  own  captive.  Or 
a  controlled  master  program  with  deductible 
funding  which  enables  you  to  derive  the  benefits 
of  a  captive  without  the  necessity  of  forming  a 
captive. 

Another  significant  innovation  is  global  in- 
surance, one  program  that  covers  you  both  in 
the  United  States  and  abroad  and  has  the  effect 
of  increasing  your  insurance  buying  power 
significantly  and  providing  greater  control  of 
your  risk  management  program. 

Those  are  a  few  brief  examples  of  how 
insurance  can  be  made  to  work  for  companies 
today.  To  be  sure,  there  are  others:  high  deduct- 
ibles, other  cash  flow  programs,  rating  plans 
and  unbundling  of  services  (that  is,  paying  for 
only  the  insurance  services  you  need)  to  name 
but  a  few. 

Working  together  with  your  broker  and  AFIA, 
your  risk  manager,  given  centralized  control 
of  your  worldwide  insurance  programs,  can 
make  your  insurance  money  do  more  and  better 
things  than  ever  before. 

For  more  information,  write  AFIA,  Dept.  A, 
110  William  Street,  New  York,  NY  10038. 


AFIA 


WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  1918. 


AFIA  Worldwide  Insurance,  110  William  Street,  New  York,  NY  10038,  Atlanta,  Boston,  Chicago,  C  leveland,  Dallas,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  San  Francisco,  Seattle,  Washington,  D.C  and  2  ?0  other  cities  around  the  world. 
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Who  Gets  The  Most  Pay 


Compensation  (S000) 

Years  served 

t'll'irv  Xi 
>u I'll  y  ot 

contin- 

stock 

with  as 

Rusi 

Rank 

Company 

Chief  executive  (age) 

bonus1 

benefits 

gent' 

gains' 

total 

CO. 

CEO 

Place  of  birth 

baekgro 

i 

30  O 

Howard  M  Love 

[53] 

330 

9 

8 

— 

346 

27 

3 

Pittsburgh,  Pa 

( )perat 

i  no 

4  V" 

i\  .tl  it  hi  vv  1 1  tie 

John  E  Fisher 

(53! 

364 

34 

398 

32 

1 

Portsmouth  Ohio 

I  nsur 

1 

171 

L '  L 

TV!  >itn  tTi  i  c 

Dorman  L  Commons 

(65] 

410 

46 

166 

622 

10 

9 

Dcnair  Cal 

Fin 

457 

NBD  Bancorp 

Charles  T  Fisher  III 

(53) 

429 

i 

— 

431 

24 

1 

Detroit,  Mich 

Ban 

1 

333 

NCNB 

Thomas  I  Storrs 

(64| 

480 

18 

— 

56 

554 

22 

9 

Nashville,  Tenn 

Ban 

1 

NCR 

'"William  S  Anderson 

(64) 

679 

5 

188 

— 

872 

37 

9 

China 

Markc 

700 

f  UU 

1        ||  Lf    I       |   ft   fl         1        1    ,   ■  1       J     ( "1  t 

l>icW   I  Ml_,I.UHl    1   1  l  \_  1  1  1  L 

Guy  W  Nichols 

(57) 

238 

13 

251 

35 

1  1 

Colchester  Vt 

Aii  m  i  n  i  strs 

777 

1\    I   Old  It.   in  1  ©t- 

'''Charles  F  Kennedy 

(68) 

172 

8 

179 

9 

6 

tlmira,  NY 

Techr 

82 

New  York  Times 

Arthur  ()  Sulzberger 

157) 

698 

432 

— 

1,1  50 

29 

20 

New  York,  NY 

lourna 

470 

Newmoni  Mining 

Plato  Malozemoff 

(73) 

417 

3 

— 

— 

419 

37 

29 

Russia 

Administra 

706 

Mi'Krir'i  Vloli  ltvL  Pivr 

|ohn  G  Haehl  |r 

(60] 

231 

3 

7 

— 

241 

21 

10 

Brooklyn,  NY 

Fin 

341 

NICOR 

Clarence  1  Gauthier 

(611 

342 

168 

37 

547 

37 

12 

Houghton,  Mich 

Techr 

103 

r»      V_-       ,    \   1  1     1   T  »,    1  1 

Arthur  C  Nielsen  |r 

(64) 

985 

50 

1 ,036 

37 

7 

Chicago,  111 

Markc 

661 

NIKE 

Philip  H  Knight 

(45) 

257 

25 

— 

— 

282 

19 

19 

Portland,  Ore 

Foil 

189 

NL  Industries 

Theodore  C  Rogers 

(49) 

525 

55 

186 

— 

766 

3 

1 

Lorain,  Ohio 

Operat 

693 

Noble  Affiliates 

Roy  Butler 

(57) 

234 

22 

— 

— 

256 

27 

3 

Rising  Star,  Tex 

( ^peral 
I 

301 

Norfolk  Soutliern 

Robert  B  Claytor 

(61) 

570 

15 

10 

596 

31 

1 

Roanoke  Va 

379 

Norstar  Bancorp 

Peter  D  Kiernan 

(59) 

366 

107 

29 

502 

9 

9 

Albany,  NY 

I  n  sur 

359 

North  Anter  Philips 

Cees  Bruynes 

(50) 

470 

3 

46 

— 

519 

8 

1 

Netherlands 

Marke 

627 

Northeast  Utilities 

40Lelan  F  Sillin  |r 

(65) 

300 

— 

1 

— 

301 

15 

13 

Tampa,  Fla 

1 

729 

No  Indiana  Pub  Svc 

Edmund  A  Schroer 

(55) 

225 

— 

— 

— 

225 

6 

6 

Hammond  Ind 

| 

617 

No  States  Power 

Donald  W  McCarthy 

(61) 

310 

3 

— 

313 

35 

6 

Minneapolis,  Minn 

Operal 

364 

Northern  Trust 

Philip  W  K  Sweet  |r 

(55) 

350 

102 

61 

514 

29 

2 

Mount  Vernon  NY 

Ban 

9 

Northrop 

Thomas  V  (ones 

(62) 

1,181 

352 

1,378 

— 

2,911 

29 

23 

Pomona,  Cal 

Administri 

573 

Northwest  Airlines 

M  Joseph  Lapensky 

(64) 

340 

— 

— 

— 

340 

38 

4 

Minneapolis,  Minn 

Fin 

177 

Northwest  Energy 

|ohn  G  Mi Millian 

(56) 

696 

90 

2 

— 

788 

10 

9 

Orange  City  Tex 

Techi 

168 

Northwest  Industries 

Ben  W  Heineman 

(691 

807 

19 

826 

27 

27 

Wausau  Wise 

Fou 

660 

Northwestern  Finl 

Ben  T  Craig 

(50) 

273 

10 

283 

5 

5 

Gastonia  NC 

Bari 

351 

Norton 

Donald  R  Melville 

(56) 

412 

15 

— 

108 

534 

16 

3 

England 

Mark 

8 

Norton  Simon 

David  |  Mahoney 

(60) 

888 

352 

611 

1,145 

2,996 

16 

13 

New  York,  NY 

Mark 

570 

Norwest 

lohn  W  Morrison 

(61] 

336 

— 

11 

— 

346 

6 

1 

Minneapolis  Minn 

Ad  m  i  n  istrj 

118 

Occidental  Petroleum 

Armand  Hammer 

(85) 

721 

1 10 

158 

— 

990 

25 

25 

New  York  NY 

Fir 

51 

Ogden 

Ralph  E  Ablon 

(67) 

1,125 

226 

1  351 

28 

21 

Ti  i  ni *  1 t 1   J\A  i 

1    ll|    1     !>            >1  1 

A i 1  in  inicfr1 

i  1  vl  11J1I113I.Ii 

677 

Ohio  Casualty 

John  G  Sloneker 

(61) 

222 

21 

22 

— 

264 

35 

4 

Hamilton,  Ohio 

Insui 

750 

Ohio  Edison 

Justin  T  Rogers  Jr 

(53) 

205 

— 

— 

— 

205 

24 

3 

Sandusky,  Ohio 

752 

Oklahoma  Gas  &  Elec 

James  G  Harlow  Jr 

(49) 

193 

11 

— 

— 

204 

22 

7 

Oklahoma  City  Okla 

Fir 

650 

Old  Kent  Finaneial 

John  C  Canepa 

(52) 

215 

31 

41 

— 

287 

13 

j 

M < ■  u/ni  in/n/irt     \A  9GG 
INtWLHXiyjHJIl,  IVLU^s 

Ban 

649 

Old  Stone 

Theodore  W  Barnes 

(52) 

259 

28 

287 

35 

7 

Prrtt/iiii'tii'i'     W  I 
1  IIJ V  1UI_           ,  I\l 

Bai 

265 

Olin 

John  M  Henske 

(60) 

538 

56 

— 

34 

628 

13 

5 

Omaha,  Neb 

Opera 

773 

Oneok 

J  E  Tyree 

(61) 

170 

11 

— 

— 

181 

34 

1 

Sperry,  Okla 

Tech 

543 

Overseas  Shipholding 

Morton  P  Hyman 

(47) 

369 

— 

— 

— 

369 

13 

11 

New  Ynrk  NY 

1NLW     1  Ul  IS,  I'll 

483 

Owens-Corning  Fbrgls 

William  W  Boeschenstein 

(57) 

395 

1 

12 

— 

408 

32 

10 

Chicago  111 

Mark 

197 

Owens-Illinois 

Edwin  D  1)0(1(1 

(64) 

521 

391 

-159 

7^4 

36 

10 

1  Ollll  1  H  .1  -.MM      VV    V  tl 

Produl 

374 

PACCAR 

Charles  M  Pigott 

(54) 

493 

13 

506 

27 

15 

Seattle,  Wash 

Administi 

552 

Pacific  Gas  &  Elec 

Frederick  W  Mielke  )r 

(62) 

349 

15 

364 

32 

4 

New  York,  NY 

- 

181 

Pacific  Lighting 

Paul  A  Miller 

(58) 

370 

20 

392 

782 

34 

14 

San  Francisco,  Cal 

Fu 

522 

Pacific  Pwr  &  Lt 

Don  C  Frisbee 

(59) 

373 

8 

381 

29 

11 

San  Francisco,  Cal 

Fn 

454 

Pacific  Resources 

James  F  Gary 

(62) 

391 

42 

433 

16 

16 

Chicago,  111 

Opera 

Ft 

119 

Paine  Webber 

Donald  B  Marron 

(48) 

983 

5 

988 

24 

3 

Goshen,  NY 

Invest 

455 

Pall 

Abraham  Krasnoff 

(63) 

331 

16 

85 

432 

32 

13 

Newark,  NJ 

Fn 

'f  or  1  oKiu  s  definitions 

ami  me 

thodology  see  page  126. 

'"Succeeded  by  Ch 

arles 

E.  Exley,  Jr.,  4/20/83. 

"Succeed 

ed  bv  Wells  P.  Allen, 

Jr.,  5/13/83. 

'"Succeed 

ed  by  William  B.  Ellis 

,  5/1/83. 
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Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  & 

contin- 

stock 

with 

as 

Business 

k  Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent' 

gains' 

total 

CO. 

CEO 

Place  of  birth 

background 

i    Pan  Am  World  Airways 

C  Edward  Acker 

500 

9 

509 

1 

1 

1 1 1  ■!  c  j  *=>  v 

1  'd  1  1.1  V    1  CA 

.'  A  U  1 1 1  1  1 1 1  S  L  I  d  1 1  UI 1 

Panhandle  Eastern 

"Richard  L  O'Shields 

(56| 

432 

3 

21 

17 

472 

23 

13 

(""iTark    A  yu 
k_J  Z.  tl  I  fx ,  f\  1  In 

Prnrl  1 1  p  1 1  r\n 
I  IUUULUUII 

Parker  Drilling 

Robert  L  Parker 

(59) 

230 

3 

233 

36 

29 

Tulsa,  Okla 

Technical 

Parker-Hannifin 

Patrick  S  Parker 

(53) 

366 

29 

1 

— 

396 

30 

11 

Cleveland,  Ohio 

Administration 

Parsons 

William  E  Leonhard 

(68) 

580 

337 

738 

1  655 

16 

7 

M  inMJpt  n  w  n  Pa 

Tprnn  i  pa  1 

1  L  L  1  1 !  1 1  C  *1 1 

Payless  Cashways 

1  1  ii  id  ^ktanliM' 
>  '<n  IU    il.lIlK  v 

(471 

331 

2 

95 

428 

3 

1 

Kansa*;  (~"itv  Kan 

Legal 

Penn  Central 

Alfred  W  Martinelli 

(55) 

552 

40 

10 

602 

23 

1 

t-I  •!  1 '  1/  P  T1  <^  -1  c  \/     M I 
ndLKL  I  l?>tH_.rx,  IN) 

ill  Idl  1L.C 

)  C  Penney 

Donald  V  Seibert 

(59) 

837 

29 

— 

866 

35 

8 

Hamilton,  Ohio 

Retailing 

Penn  Power  &  Light 

Robert  K  Campbell 

(53) 

190 

— 

190 

6 

4 

Chicago,  111 

Technical 

Pennzoil 

J  Hugh  Liedtke 

(61) 

600 

563 

313 

1  476 

27 

20 

Legal 

Peoples  Bancorp 

|HM|U,|  VJICCll  111 

147] 

204 

204 

22 

6 

^pattlp  \A/a<;h 

JL-al  Lis,,    l*  doll 

Ran  k  inp 

Peoples  Energy 

Eugene  A  Tracy 

(55) 

200 

g 

208 

31 

1 

Oak  Park  111 

V    '4|  !\     1   ill  I\(  111 

1  111.11  I LC 

PepsiCo 

Donald  M  Kendall 

(62) 

458 

7 

178 

— 

642 

36 

20 

Sequim,  Wash 

Marketing 

Perkin-Elmer 

Robert  H  Sorensen 

(62) 

283 

91 

— 

374 

23 

5 

Racine,  Wise 

Technical 

Petrolane 

42Rudolph  J  Munzer 

(65) 

330 

20 

350 

36 

26 

Minneapolis,  Minn 

Sales 

Pfizer 

PHmnnH  T  Pratt  Ir 

( JO| 

750 

21 

1 1 7 

889 

18 

10 

Savannah  Ga 

Finance 

Phelps  Dodge 

George  B  Munroe 

(61) 

359 

359 

25 

13 

Joliet,  111 

T  peal 

PHH  Group 

lerome  W  Geckle 

(54) 

384 

6 

159 

130 

680 

27 

2 

Baltimore,  MD 

Administration 

Phibro-Salomon 

David  Tendler 

(45) 

1,285 

— 

— 

1,285-" 

23 

2 

New  York,  NY 

Administration 

Phila  Electric 

lames  L  Everett 

(561 

254 

3 

257 

33 

5 

Charlotte,  NC 

Technical 

44Philadelphia  Natl 

G  Morris  Dorrance  |r 

|OU| 

292 

125 

417 

31 

14 

Philadelphia,  Pa 

Finance 

Philip  Morris 

George  Weissman 

(63) 

956 

75 

1,031 

31 

4 

New  York,  NY 

Marketing 

Phillips  Petroleum 

William  C  Douce 

(63) 

788 

31 

30 

— 

849 

41 

3 

Kingman,  Kan 

Operations 

Pic  'n'  Save 

Arthur  Frankel 

(56) 

290 

1 

40 

331 

28 

12 

Perth  Amboy,  NJ 

Administration 

Pillsbury 

William  H  Spoor 

(60j 

822 

15 

70 

907 

33 

10 

Pueblo  Colo 

Operations 

Pioneer 

1/    Durl    11  'll  lull 

k  Den  watson 

344 

10 

90 

444 

30 

10 

Ranger,  Tex 

Legal 

Pioneer  Hi-Bred  Intl 

Thomas  N  Urban 

(49) 

183 

183 

22 

2 

Des  Moines  Iowa 

Administration 

Pitney  Bowes 

45Fred  T  Allen 

(66) 

615 

— 

119 

44 

778 

44 

9 

Providence,  RI 

Operations 

Pittston 

Nicholas  T  Camicia 

(67) 

460 

39 

88 

— 

587 

14 

13 

Welch,  W  Va 

Operations 

PNC  Financial 

Merle  E  Gilliand 

(61) 

480 

32 

51 246 

30 

13 

Pitcairn,  Pa 

Finance 

Pneumo 

Gerard  A  Fulnam 

(OoJ 

802 

425 

1,226 

23 

14 

Winthrop,  IVIass 

Finance 

Pogo  Producing 

William  C  Liedtke  Jr 

(58) 

350 

56 

406 

13 

5 

Tulsa,  Okla 

Operations 

Polaroid 

William  J  McCune  Jr 

(68) 

325 

— 

— 

325 

43 

3 

Glens  Falls,  NY 

Technical 

Portland  Genl  Elec 

Robert  H  Short 

(58) 

208 

7 

6 

— 

221 

28 

2 

Klamath  Falls,  Ore 

Finance 

Pntlatrh 

Richard  B  Madden 

(54) 

375 

7 

9 

391 

12 

12 

Orange,  NJ 

Finance 

Pnfnmar  FIpc  Power 

W  Reid  Thompson 

294 

17 

319 

12 

12 

Durham,  NC 

Legal 

PPf^  1  si  <  1  [  I  s  t  r  1 1 ■  *s 

I  X  V_J  1I1UU3111C9 

L  Stanton  Williams 

|63) 

440 

160 

16 

616 

37 

4 

Honolulu,  Haw 

Finance 

Premier  Industrial 

Morton  L  Mandel 

(62] 

230 

1 

— 

231 

43 

43 

Cleveland,  Ohio 

Founder 

Primark 

Robert  W  Stewart 

(58; 

261 

9 

— 

270 

12 

2 

Tulsa,  Okla 

Marketing 

Prime  Computer 

|oe  M  Henson 

(49| 

460 

27 

487 

1 

1 

Fort  Smith,  Ark 

Marketing 

John  G  Smale 

|  jDJ 

702 

79 

212 

993 

30 

2 

Listowel,  Can 

Administration 

?        Provifipnt  I  ifp  Jfc  Arr 

I           I  1  in  JIM  III       1 1  v  w 

H  Carey  Hanlin 

(58) 

304 

304 

34 

4 

Chattanooga,  Tenn 

Insurance 

Public  Service  Colo 

Richard  F  Walker 

(59) 

188 

7 

— 

— 

194 

33 

4 

Alliance,  Neb 

Technical 

Public  Service  Ind 

Hugh  A  Barker 

|57] 

195 

7 

202 

24 

6 

Stillwater,  Minn 

Finance 

Public  Service  N  H 

47William  C  Tallman 

(63) 

148 

148 

36 

14 

Newton,  Mass 

Technical 

Public  Service  N  M 

Jerry  D  Geist 

(49) 

255 

8 

12 

275 

23 

7 

Raton,  NM 

Technical 

Pub  Svc  Elec  &  Gas 

Robert  I  Smith 

(64! 

285 

42 

6 

333 

42 

7 

Arlington,  NJ 

Technical 

Puget  Sound  Pwr  &  Lt 

John  W  Ellis 

(54! 

170 

4 

5 

179 

13 

7 

Seattle,  Wash 

Legal 

Quaker  Oats 

William  D  Smithburg 

(44! 

440 

6 

446 

17 

1 

Chicago,  111 

Marketing 

Rainier  Bancorp 

G  Robert  Truex  Jr 

(59] 

445 

12 

74 

531 

9 

9 

Red  Bank,  N( 

Banking 

'For  Forbes  definitions  and  methodology  see  page  126. 
■"Succeeded  by  Robert  D.  Hunsucker,  1/1/83. 
^Succeeded  by  John  C.  Wallace,  2/8/83. 

"Figures  are  salary  and  bonus  for  year  ended  12/31/81.  Mr.  Tendler  is  not  one  of 

the  five  most  highly  paid  officers;  current  remuneration  is  not  available. 
"Acquired  National  Central  Financial  and  name  changed  to  CoreStates  Financial. 
"'"'Succeeded  by  George  B.  Harvey,  1/1/83. 
J6Compensaton  paid  by  Pittsburgh  National  prior  to  merger. 
^Succeeded  by  Robert  J.  Harrison,  3/1/83. 
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Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  &  contin-    stock  with     as  Busir 

Rank  Company  Chief  executive  (age)  bonus1     benefits1    gent1     gains'      total        CO.    CEO  Place  of  birth  backgrot 


269 

Ralston  Purina 

William  P  Stiritz 

|48| 

550 

76 

626 

19 

1 

Jasper,  Ark 

Marke 

708 

Raychem 

Paul  M  Cook 

|59| 

240 

- 

— 

240 

26 

26 

Ridgewood,  NJ 

Foui 

393 

Raymond  Intl 

Henry  F  LeMieux 

(56) 

425 

1 7 

4y 

4V1 

1A 
J4 

1  z 

Greenville,  Miss 

Adnnnistra 

198 

Raytheon 

Thomas  L  Phillips 

7.10 
/  48 

2 
0 

-> 

L 

7S1 

ic 

1  4 

Turkey 

Techr 

130 

RCA 

Thornton  F  Bradshaw 

|OD) 

oy4 

1  A 
1  O 

Z44 

Z 

1 
1 

Washington,  DC 

Administra 

251 

Reading  &  Bates 

John  W  Bates  Jr 

(63) 

358 

226 

70 

653 

37 

16 

Spirit  Lake,  Iowa 

Administra 

795 

Republic  Airlines 

Daniel  F  May 

|53) 

145 

15 

- 

— 

160 

26 

1 

Rainier,  Ore 

Fin; 

330 

Republic  New  York 

Walter  H  Weiner 

(  C  3  1 

C/l  7 

1  T 

334 

2 

O 

1 

1MCW  I  OTK,  JN  I 

1 
L 

564 

Republic  Steel 

E  Bradley  Jones 

(33  J 

17A 

Z4 

03U 

70 

zy 

1 
1 

Cleveland,  Ohio 

c 

219 

RepublicBank 

lames  D  Berry 

/  A  T  \ 

A  1  0 
OlZ 

jU 

A  A 
40 

7fift 

/  Uo 

11 

JO 

0 

Sapulpa,  Okla 

banl 

194 

Revco  D  S 

Sidney  Dworkin 

(62) 

302 

162 

267 

30 

760 

27 

16 

Detroit,  Mich 

Foui 

81 

Revlon 

Michel  C  Bergerac 

(51) 

1,125 

2 

7 

1,134 

8 

8 

France 

Administra 

12 

R  |  Reynolds  Inds 

)  i  jui  Micnt 

t  AC  1 

on  si 

1  O 

i  v 

Z  1 L 

1    1  OA 

1 ,  i  y4 

7  11  ^ 

Z, 3.3.5 

1  u 

5 

Clairton,  Pa 

Marke 

295 

Reynolds  Metals 

David  P  Reynolds 

I  AG  1 
[00  J 

iwn 

00 

1  SO 

OUZ 

AA 
40 

7 

/ 

Bristol,  Tenn 

Marke 

508 

Richardson- Vicks 

jonn  a  3coti 

K71 

1AA 

ZD 

1 

1 

ion 

17 

•3Z 

7 

West  Orange,  NJ 

Marke 

496 

Riggs  National 

Joe  L  Ailbritton 

(58) 

398 

398 

2 

1 

D'Lo,  Miss 

Fiaj 

762 

4*RIHT  Financial 

Henry  S  Woodbridge  Jr 

(54) 

191 

2 

— 

— 

193 

28 

8 

Boston,  Mass 

Fins 

C7  7 

Kite  j\iq 

Alex  Grass 

1  CC  1 

onU 

IftO 

in 

in 
zu 

Scranton,  Pa 

Foui 

177 

of i 

Ro.id u  .i v  Services 

Charles  F  Zodrow 

lAfll 
[OUJ 

1Azl 

1  14 

0 1 

3U" 

Z4 

] 

Milwaukee,  Wise 

Fin; 

coo 

3VZ 

A    l-I  Diikini 

J\  tl  KODlnS 

E  Claiborne  Robins  Jr 

( 1Q\ 

")  CO 

1  O 

1  y 

1  n 

17  A 
jZO 

1  A 
1  4 

c 
3 

Richmond,  Va 

Adimnistra 

792 

Rochester  Gas  &  Elec 

Paul  W  Briggs 

(60) 

158 

5 

163 

37 

2 

Fairport,  NY 

Fina 

108 

Rockwell  Intl 

Robert  Anderson 

(62) 

977 

23 

30 

— 

1,029 

15 

9 

Columbus,  Neb 

Techi 

Zo  V 

Konm  a  riads 

Vincent  L  Gregory  Jr 

(An! 

/I  AA 
400 

1  n 

1  2f\ 

0U3 

1  1 

1  1 
I  Z 

KJ]i  v^ity,  la 

rin; 

Komns 

O  Wayne  Rollins 

enn 

3UU 

3UU 

IC 
*33 

ic 

t33 

Ringgold,  Ga 

Foul 

3/  7 

pni  m 

l\  V  f  L .  t  1 

M  Kenneth  Oshman 

(4Z } 

117 

117 

33/ 

1  4 

1  A 
1  4 

Kansas  City,  Mo 

Foul 

106 

Rowan  Cos 

C  Robert  Palmer 

(48) 

325 

3 

707 

1,035 

30 

11 

Gorman,  Tex 

Techri 

31 

Ryder  System 

49Leslie  O  Barnes 

(66) 

700 

25 

914 

1,639 

7 

7 

Canisteo,  NY 

Administrai 

die. 

Safeco 

Koiana  /vi  i  ration 

/A1  \ 

in  1 

TO 

1  zz 

A  £7 
43Z 

in 

4 

Los  Angeles,  Cal 

Fina 

107 

Safeway  Stores 

Peter  A  Magowan 

I A  1  1 
(41  J 

1  T 

1  / 

4  07 
4  "Z 

1  3 

0 

INCW  1  orK,  IN  1 

Administrai 

I  oZ 

3t  r Jill  V^OS 

^  .in  t>  uraKe  )r 

/All 

C/1  1 
34o 

56 

782 

4  1 

1 0 

St  Paul,  Minn 

Insun 

382 

50St  Regis 

William  R  Haselton 

(58) 

403 

95 

3 

501 

30 

4 

Glens  Falls,  NY 

Operat 

723 

San  Diego  Gas  &  Elec 

Thomas  A  Page 

(50) 

224 

7 

— 

230 

5 

1 

Niagara  Falls,  NY 

Techr 

277 

Santa  Fe  Industries 

jonn  >  neeu 

(AAl 

looj 

1  on 
4yu 

oZ 

4o 

C17 

4o 

1  n 
1U 

Chicago,  111 

Operat! 

707 

ZV/ 

Schering-Plough 

Robert  P  Luciano 

/  A  Ol 

(4y ) 

CIO 

3  lo 

40 

41 

599 

4 

1  -  3 

New  York,  IN  1 

L 

5.77 

Paul  H  Elicker 

lou) 

6 

15 

378 

26 

1 1 

Ki„„,  V^.^1,  MV 

INew  York,  IN  Y 

rini 

266 

SCOA  Industries 

Herbert  H  Schiff 

(66) 

449 

4 

175 

627 

44 

18 

Columbus,  Ohio 

Retal 

484 

Scott  Paper 

Philip  E  Lippincott 

(47) 

400 

8 

407 

24 

1 

Camden,  NJ 

Operatl 

537 

Seaf  irst 

^William  M  Jenkins 

1 0 

373 

37 

20 

Sultan,  Wash 

Ban) 

14 

yj  u  jearir 

T'A , ,  „  .,1.1  1 1  [I,,,,,, 

uonaia  ti  Kumsteiu 

i  £ni 

(oU| 

A  A  C 

TOT 

Zoo 

1,528 

2,255 

6 

6 

Lnicago,  111 

Investn 

74 

Sears,  Roebuck 

t.awara  k  telling 

(04) 

7n 
/U 

42 

1,162 

37 

5 

1  \  _  __.  -.ill™.  Til 

Danville,  111 

Retai 

95 

Security  Pacific 

Richard  J  Flamson  III 

(54) 

649 

7 

419 

1  075 

28 

4 

LU5  .  \  1  1        1L  V    v    ,  1  . 

Ban! 

315 

SEDCO 

B  Gill  Clements 

(41) 

321 

55 

203 

579 

14 

4 

Dallas,  Tex 

Fini 

3 

Sensormatic  Electrns 

Ronald  G  Assaf 

(48) 

250 

33 

8 

6,995 

7,286 

16 

9 

Akron,  Ohio 

Fouj 

587 

Service  Merchandise 

Raymond  Zimmerman 

(50) 

326 

4 

329 

22 

10 

Memphis,  Tenn 

Administrai 

746 

Servicemaster  Inds 

"Kenneth  T  Wessner 

(61) 

150 

3 

54 

207 

28 

7 

Sinking  Springs,  Pa 

Administrai 

576 

Shared  Medical  Systm 

R  James  Macaleer 

(49) 

252 

82 

3 

338 

14 

14 

Elizabeth,  NJ 

Foui 

582 

Shawmut 

John  P  LaWare 

155) 

283 

50 

333 

4 

2 

Columbus,  Wise 

Ban 

26 

Shell  Oil 

John  F  Bookout 

(60) 

869 

141 

475 

286 

1,771 

32 

7 

Shreveport,  La 

Techn 

176 

Sherwin-Williams 

John  G  Breen 

(48) 

677 

41 

9 

64 

791 

4 

'  4 

Cleveland,  Ohio 

Operat 

215 

Signal  Cos 

Forrest  N  Shumway 

(56) 

435 

93 

185 

712 

26 

15 

Skowhegan,  Me 

L 

'For  Forbes  definitions  and  methodology  see  page  126. 

'"Formerly  Hospital  Trust. 

^Succeeded  by  M.  Anthony  Burns,  1/1/83. 

""Formerly  St.  Regis  Paper. 

"'Succeeded  by  John  J.  Schmidt,  4/26/83. 

^Succeeded  by  Richard  P.  Cooley,  1/1/83. 

"'Succeeded  by  C.  William  Pollard,  6/1/83. 
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A  la  carte  employee  benefits 
don't  have  to 

A eat  you  up. 
Providing  more 
and  more  choices  for  employee 
benefits  is  clearly  the  trend. 

The  IRS  Code's  401  (k) 
is  just  an  appetizer. 

It  lets  employees  have 
some  control  over  part  of  their 
compensation.  And  encourages 
employers  to  increase  benefits 
without  necessarily  costing 
the  company  more  money. 

Implementing  a  401  (k) 
isn't  as  complicated  as  you  may 
think. 

Sophisticated  technol- 
ogy, like  ours,  makes  it  easier 
for  companies  to  take  advan- 
tage of  the  tax  incentives 
that  go  along  with  these  types 
of  plans. 

Every  indication  is 
that  a  la  carte  benefits  will  be- 
come even  more  widespread 
and  varied. 

And  employees 
will  have  an  ever-increasing 
number  of  investment  choices: 
equity  funds,  money  market 
funds,  international  invest- 
ments, company  stock . . . 
the  list  could  go  on  and  on. 

YouH  have  to  be  pre- 
pared to  handle  it  all. 

In  short  order. 

CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  La  Salle  Street,  Chicago,  Illinois  60693 
Michael  O'Leary,  Trust  and  Investment  Services 
(312)828-3626 

Atlanta  'Boston  -  Chicago  •  Cleveland  •  Dallas*  Denver  •  Detroit  •  Houston  -  Los  Angeles*  Minneapolis*  New  York -St  Louis*  San  Francisco 'Seattle*  White  Plains 


Honeywell  and  Boeing 
are  giving  a  new  sense  of  direction 
to  the  airline  industry. 


The  laser  navigation 

yStem.The  airline  business  is  getting 
nore  competitive  every  day.  And  that 
neans  if  costs  can't  be  kept  down, 
passenger  service  can't  be  kept  up. 

That's  why  Boeing  set  out  to 
evelop  a  new  generation  of  cost-efficient, 
uel-efficient  airplanes.  And  that's  why 
hey  got  together  with  Honeywell. 

Together  we  developed  a 
avigation  system  which  uses  a 
loneywell  laser  gyro.  Beams  of  laser 
ight  replace  spinning  mechanical  parts. 
The  result  is  a  navigational  system 
hat's  more  reliable  and  far  less  costly 
I  operate.  In  fact,  in  just  a  few 
honths  of  airline  service  the  laser 
[yro  has  not  only  proven  much  more 
fficient  than  mechanical  devices, 
tut  has  even  surpassed  its  own 


predicted  performance. 

Innovations  like  this  don't 
happen  overnight.  Honeywell  people 
worked  closely  with  over  40  Boeing 
people  for  5  years  to  make  this  concept 
a  reality. 

It's  that  kind  of  cooperation  that 
keeps  industry  working  with  Honeywell 
to  find  solutions.  Without  that  teamwork, 
it  could  have  taken  much  longer  to  get 
this  system  off  the  ground.  Together, 
we  made  it  fly.  On  Boeing's  new  757s 
and  767s.  And  soon  on  the  737-300. 

If  you  would  like  to  know 
more  about  our  work  with  Boeing  and 
manufacturers  of  corporate  jets,  or  how 
we  can  work  with  you,  contact  us. 
A  lot  of  other  top  flight  companies  do. 
Call  800-328-5111,  extension  1504.  (In 
Minnesota,  call  collect  612-870-2142, 
extension  1504.) 


Together,  we  can  find  the  answers. 

Honeywell 


Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  & 

contin- 

stock 

with 

as 

Busi 

Rank 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

backgra 

456 

Singer 

Joseph  B  Flavin 

(54) 

432 

— 

- 

— 

'  432 

7 

7 

St  Louis,  Mo 

Fin 

110 

Smith  International 

Jerry  W  Neely 

(46; 

517 

31 

474 

1,021 

17 

6 

Torrance,  Cal 

Operaj 

204 

SmithKline  Beckman 

Hpnrv  Wendt  III 

1491 

577 

9 

21 

130 

737 

28 

1 

Neptune  City,  NJ 

Mark< 

346 

Society 

^1  \1niric<*  *s  1  ri  I  f  ll  I1 11 

(62) 

371 

35 

29 

107 

542 

13 

7 

Cleveland  Ohio 

Ban 

171 

SONAT 

Upiiri;  ('  f^nniMrh 
ntiiiy  uuuuiiiii 

163' 

697 

6 

29 

81 

812 

3 

2 

Fayetteville,  Tenn 

Techi 

759 

So  Carolina  E  &  G 

Virgil  C  Summer 

(62) 

183 

5 

8 

— 

196 

45 

3 

Spartanburg,  SC 

Operai 

643 

South  Carolina  Natl 

James  G  Lindley 

(52! 

258 

29 

3 

— 

290 

4 

2 

Greensboro,  NC 

Ban 

357 

Southeast  Banking 

Pharlp<  I  7wii-k 

(56' 

494 

6 

24 

— 

523 

14 

3 

Plantsville,  Conn 

Fin 

467 

So  Calif  Edison 

William  R  Could 

VVlllIfllll    IV    V_f  UUIU 

(63' 

397 

13 

1 1 

421 

35 

2 

Prnvn   I  ftih. 

Techi 

436 

Southern  Company 

Alvin  W  VnPtlp  Ir 

rlltlll    VV     i  "1,1  u     |  ! 

[64] 

433 

17 

— 

451 

42 

13 

Birmingham,  Ala 

613 

So  New  England  Tel 

Alfred  W  Van  Sinderen 

(59) 

283 

7 

27 

— 

317 

35 

15 

Brooklyn,  NY 

Operai 

395 

Southern  Pacific 

Benjamin  F  Biaggini 

(67) 

475 

— 

14 

— 

489 

46 

15 

New  Orleans,  La 

Techi 

223 

Southland 

JIMIII   I     1  IH.M1I  JItUH 

(57' 

541 

149 

10 

— 

700 

34 

22 

Dallas,  Tex 

Fin 

4!>U 

Southland  Royalty 

Jon  Brumley 

(44! 

354 

46 

40 

439 

16 

9 

Pamna  Tpv 

A H m  miktr- 
AU  llllllldllj 

596 

SouthTrust 

VV  illuc  I~i  W  iLiiw  Ir 

(46' 

293 

32 

— 

325 

24 

2 

Dothan,  Ala 

Bar) 

614 

Southwest  Airlines 

Herbert  D  Kelleher 

(52) 

292 

2 

22 

— 

316 

16 

1 

Camden,  N( 

1 

492 

Southwest  Bancshares 

John  T  Cater 

(47! 

380 

21 

— 

— 

401 

6 

6 

Temple,  Tex 

Bar 

760 

Southwestern  Pub  Svc 

Berl  Springer 

(62! 

189 

5 

— 

— 

194 

36 

1 

Lakeview,  Tex 

Techi 

44  O 

Sperry 

(herald  G  Probst 

(59' 

400 

41 

441 

22 

j 

OaHfn    I  Jfan. 

Techi 

230 

Square  D 

Mitchell  P  Kartalia 

(70J 

580 

2 

108 

— 

690 

42 

15 

Yukon,  Pa 

Mark 

94 

Squibb 

Richard  M  Furlaud 

|60) 

760 

13 

125 

178 

1,076 

27 

17 

New  York,  NY 

j 

254 

A  E  Staley  Mfg 

Donald  E  Nordlund 

(61! 

469 

47 

135 

— 

651 

27 

10 

Stromsburg,  Neb 

Administr. 

72 

Standard  Oil  Calif 

George  M  Keller 

(59! 

620 

503 

81 

— 

1,205 

35 

2 

Kansas  City,  Mo 

Techi 

1  sK 

CflnHarH  Oil  InH 

junudru  i /ii  iiiu 

John  £  Swearingen 

(64] 

811 

49 

860 

44 

22 

I  'rtlnrrinia  ^.(~^ 
V    1  ' !  1 1  1  1  1  1  M  il .  OV/ 

Produi 

128 

Standard  Oil  Ohio 

Alton  W  Whitehouse  Ir 

(55] 

616 

51 

186 

105 

958 

14 

5 

Albany,  NY 

525 

Stanley  Works 

Donald  W  Davis 

(62) 

346 

23 

— 

12 

380 

35 

17 

Springfield,  Mass 

Administr 

290 

State  Street  Boston 

William  S  Edgerly 

(56! 

360 

12 

— 

233 

605 

7 

7 

Lewiston,  Me 

Fir 

367 

Stauffer  Chemical 

H  Barclay  IWorley 

(541 

389 

1 

122 

— 

513 

20 

9 

Sydney,  Can 

Tech 

Sterling  Drug 

Dr  W  Clarke  Wpscop 

(63! 

Hoy 

JO 

1  3 
1  O 

0 
y 

Allentown,  Pa 

Techi 

325 

J  P  Stevens 

VV  liit ii pv  S 1 1 •  \  i' n 

VVIIJllICy  JICVCU9 

(56' 

414 

16 

131 

— 

561 

35 

3 

Plainfield,  NJ 

370 

Stone  &  Webster 

Raymond  C  Foster 

(64] 

422 

61 

27 

— 

510 

37 

9 

Queens,  NY 

Tech 

199 

Stop  &  Shop  Cos 

Avram  J  Goldberg 

(53] 

468 

2 

280 

— 

751 

25 

4 

Boston,  Mass 

481 

Storage  Technology 

Jesse  I  Aweida 

(52] 

388 

7 

16 

— 

411 

13 

13 

Palestine 

F011 

623 

Suburban  Bancorp 

Robert  F  Xardio 

(54! 

299 

5 

— 

— 

304 

9 

9 

New  York,  NY 

Fir 

806 

Xn  m  1 1  nm  f\  It  i  ri  L    (  -i  I 

Teruhisa  Shiniizu 

(501 

00 
yy 

0 

V 

1  ft7 

1UV 

Zo 

1 
1 

Japan 

Had 

682 

55Sun  Banks 

loel  R  Wells  Ir 

(55) 

250 

3 

10 

— 

263 

24 

1 

Troy,  Ala 

170 

Sun  Company 

Tnciwtnrp  A  Rnrtis 

1  lltUUUIl   fx  UUHI9 

(61 ' 

717 

43 

— 

60 

820 

16 

4 

Jamaica,  NY 

Tech 

90 

Sundstrand 

Evans  W  Erikson 

(56! 

729 

267 

90 

— 

1,086 

31 

3 

Rockford,  111 

Tech 

718 

Super  Food  Services 

Jack  Twyman 

(49! 

230 

— 

— 

2 

232 

13 

11 

Pittsburgh,  Pa 

Administr 

589 

Super  Valu  Stores 

Wirhapl  W  Wripht 

Mil  llllll     VV     *»  lll^lll 

(451 

329 

1 

— 

329 

6 

2 

Minneapolis,  Minn 

308 

kjUpCTT IUI  V.'1 1 

Frederic  C  Ackman 

(52' 

Q 
5 

1  O 

C07 

JO/ 

L 

1 

1 

Oakland,  Ind 

Administr 

399 

Supermarkets  General 

i  n  i  uc 1 1  Diuuy 

(681 

474 

4 

9 

— 

486 

27 

3 

Philadelphia,  Pa 

Foil 

207 

Swift  Independent 

John  A  Copeland 

(59! 

446 

6 

275 

— 

726 

35 

2 

Converse,  La 

Produ 

546 

Sysco 

"John  F  Baugh 

(67] 

295 

73 

— 

— 

367 

37 

13 

Waco,  Tex 

F01 

604 

Tampax 

Edwin  H  Shutt 

(55) 

290 

— 

20 

10 

320 

2 

1 

St  Louis,  Mo 

Mark 

765 

Tandem  Computers 

James  G  Treybig 

(42! 

190 

— 

— 

— 

190 

8 

8 

Clarendon,  Tex 

F01 

Tandon 

Sirjang  Lai  Tandon 

(41] 

.  153 

153 

8 

8 

India 

F01 

322 

Tandy 

John  V  Roach 

(44! 

500 

65 

565 

16 

1 

Stamford,  Tex 

Opera 

709 

TECO  Energy 

Hugh  L  Culbreath 

(62! 

220 

17 

237 

26 

-  11 

Tampa,  Fla 

F11 

423 

Tektronix 

Earl  Wantland 

(51] 

223 

108 

130 

461 

28 

8 

Bridge,  Ore 

Admimstl 

674 

Tele-Communications 

John  C  Malone 

(42! 

256 

14 

270 

10 

10 

Milford,  Conn 

Administi 

159 

Teledyne 

Henry  E  Singleton 

(66! 

850 

9 

859 

22 

22 

Haslet,  Tex 

Fo 

77 

Tenneco 

fames  L  Ketelsen 

(52! 

730 

52 

373 

1,155 

24 

4 

Davenport,  Iowa 

Fn 

'For  Forbes  definitions  and  methodology  see  page  126. 
^Succeeded  by  Gordon  E.  Heffern,  4/21/83. 
^Formerly  Sun  Banks  of  Florida. 
^Deceased.  Succeeded  by  Leonard  Lieberman,  4/7/83. 
^'Succeeded  by  John  F.  Woodhouse,  1/1/83. 
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FORBES,  JUNE  6' 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

cont  in* 

DU9IIIC39 

{  Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent 1 

eains' 

total 

CO. 

CEO 

Place  of  birth 

background 

Tesoro  Petroleum 

Robert  V  West  Jr 

(62) 

981 

25 

367 

— 

1,372 

27 

18 

Pniinnpr 

1  UU11U1.1 

Texaco 

John  K  McKinley 

(63) 

678 

65 

611 

— 

1,354 

42 

2 

Tuscaloosa  Ala 

Technical 

Texas  Air 

Francisco  A  Lorenzo 

(43) 

268 

27 

1 80 

474 

1 1 

3 

New  York,  NY 

Finance 

Texas  American  Bshs 

Lewis  H  Bond 

(61) 

231 

10 



242 

31 

20 

Ashport,  Tenn 

Banking 

Texas  Commerce  Bshs 

Ben  F  Love 

(58) 

716 

25 

362 

— 

1,102 

16 

10 

Vernon,  Tex 

Finance 

Texas  Eastern 

I  David  Bufkin 

(61) 

469 

96 

94 

— 

658 

34 

3 

Haynesville,  La 

Technical 

Texas  Gas 

Dennis  R  Hendrix 

1431 

377 

23 

400 

10 

5 

Selmer  Tenn 

Finance 

Texas  Instruments 

Mark  Shepherd  |r 

(60) 

397 

1  7 

Li 

1  A 

1  A1 

Z4o 

682 

1  A 
1  4 

Dallas,  Tex 

Technical 

Texas  Oil  &  Gas 

Forrest  E  Hoglund 

(49) 

442 

5 

1,303 

1,749 

5 

1 

Lawrence,  Kan 

Operations 

Texas  Utilities 

T  Louis  Austin  Jr 

(64) 

304 

14 

— 

— 

318 

30 

8 

Trenton,  Tenn 

Production 

Textron 

Robert  P  Straetz 

(61) 

418 

44 

23 

— 

486 

37 

3 

Hillside,  NJ 

Sales 

Third  National 

Charles  1  Kane 

(63) 

259 

12 

3 

— 

274 

8 

7 

Louisville,  Ky 

Banking 

Thrifty  Corp 

Leonard  H  Straus 

(68) 

285 

1  n 
1  U 

294 

37 

26 

New  York,  NY 

Legal 

Tidewater 

John  P  Laborde 

(59) 

708 

5 

32 

2,468 

3,214 

27 

27 

Marksville,  La 

Legal 

Tiger  International 



Wayne  M  Hoffman 

(60) 

460 

39 

123 

— 

621 

15 

12 

Chicago,  111 

Legal 

Time  Inc 

J  Richard  Munro 

(52) 

584 

75 

53 

407 

1,118 

25 

2 

Syracuse,  NY 

Operations 

Times  Mirror 

Robert  F  Erburu 

(52) 

525 

175 

— 

— 

700 

21 

2 

Ventura  Cal 

L^ual 

Timken 

William  R  Timken  Jr 

(44) 

291 

0 
7 

300 

ir\ 
zu 

Q 
O 

Canton,  Ohio 

Operations 

Toledo  Edison 

John  P  Williamson 

(61) 

185 

5 

6 

— 

196 

32 

10 

Cleveland,  Ohio 

Finance 

Torchmark 

Frank  P  Samford  Jr 

(62) 

432 

51 

— 

— 

484 

35 

16 

Montgomery,  Ala 

Legal 

Tosco 

Morton  M  Winston 

(52) 

520 

52 

123 

— 

695 

19 

7 

New  York,  NY 

Legal 

Toys  "R"  Us 

Charles  Lazarus 

(59) 

1,431 

12 

45 

42,360 

43,848 

27 

27 

Washington,  DC 

Founder 

Trans  World 

L  Edwin  Smart 

(59! 

353 

1 
1 

/O 

A  7 

477 

1 0 

0 

Columbus,  Ohio 

Legal 

Transamerica 

James  R  Harvey 

(48) 

570 

21 

282 

872 

18 

2 

Los  Angeles,  Cal 

Finance 

Transco  Energy 

William  J  Bowen 

(61) 

445 

27 

81 

— 

552 

8 

8 

Sweetwater,  Tex 

Operations 

TRANSOHIO  Find 

Warner  B  Bishop 

(64) 

263 

6 

14 

— 

283 

20 

20 

Lakewood,  Ohio 

Administration 

Travelers 

Edward  H  Budd 

(50! 

482 

15 

8 

79 

584 

28 

2 

Zanesville,  Ohio 

Insurance 

Trust  Co  of  Georgia 

Robert  Strickland 

(56] 

239 

A  7 

4/ 

OO 

1  H7 

461 

/: 
O 

Atlanta,  Ga 

Banking 

TRW 

Ruben  F  Mettler 

(59! 

620 

4 

19 

670 

1,313 

28 

5 

Shafter,  Cal 

Technical 

Tucson  Electric  Pwr 

Theodore  M  Welp 

(49! 

180 

24 

— 

— 

204 

9 

7 

San  Francisco,  Cal 

Finance 

Turner  Construction 

Walter  B  Shaw 

(63) 

319 

— 

116 

23 

458 

42 

6 

New  York,  NY 

Operations 

UAL 

Richard  J  Ferris 

(47) 

380 

10 

— 

— 

390 

11 

4 

Sacramento,  Cal 

Administration 

Union  Carnp 

Peter  J  McLaughlin 

(54! 

301 

13 

145 

459 

37 

3 

New  York,  NY 

Finance 

Union  Carbide 

Warren  M  Anderson 

(61 

731 

1  / 

748 

OO 

1 
1 

Brooklyn,  NY 

Legal 

Union  Electric 

Charles  J  Dougherty 

(64! 

323 

5 

.  — 

— 

327 

42 

15 

Clayton,  Mo 

Legal 

Union  Pacific 

5sJames  H  Evans 

(63) 

835 

9 

14 

— 

857 

14 

5 

Lansing,  Mich 

Administration 

Uniroyal 

Joseph  P  Flannery 

(51 

388 

30 

— 

— 

418 

24 

3 

Lowell,  Mass 

Marketing 

United  Banks  of  Colo 

N  Berne  Hart 

(53! 

219 

— 

31 

14 

264 

29 

4 

Denver,  Colo 

Banking 

United  Brands 

Seymour  Milstein 

(62! 

435 

3 

— 

438 

8 

6 

New  York,  NY 

Operations 

I  ItH  Fnprov  Rp*;niirf,PQ 

J  Hugh  Roff  Jr 

(51 

509 

42 

TO 

631 

o 
y 

V 

Wewoka,  Okla 

Legal 

United  Illuminating 

John  D  Fassett 

(57 

126 

4 

— 

131 

9 

7 

East  Hampton,  NY 

Legal 

ITnitpn  Iprcpv  K'liiLv 
I    1MILU  JCISCy  OdllKa 

T  Joseph  Semrod 

(46) 

327 

57 

— 

— 

384 

2 

2 

Oklahoma  City,  Okla 

Banking 

i         T  Tnitpn  Wi'.'.iinri  Rt:hc 

v        MlltU         '1  l>   'I'll  1    1       I  )        1  I  ^ 

R  Crosby  Kemper 

(56 

242 

4 

26 

— 

272 

33 

13 

Kansas  City,  Mo 

Administration 

U  S  Bancorp 

John  A  Elorriaga 

(59 

252 

— 

— 

— 

252 

32 

8 

Jordan  Valley,  Ore 

Banking 

Graham  J  Morgan 

(65 

543 

12 

14 

448 

1,018 

43 

18 

Aurora,  111 

Marketing 

United  States  Shoe 

Philip  (.  Haracn 

/  C  2 

J  jj 

484 

1,053 

11 

zz 

1  C 
1  J 

Boston,  Mass 

Administration 

United  States  Steel 

David  M  Roderick 

(59 

557 

8 

22 

587 

24 

4 

Pittsburgh,  Pa 

Finance 

U  S  Tobacco 

Louis  F  Bantle 

(54 

730 

28 

758 

20 

10 

Bridgeport,  Conn 

Marketing 

U  S  Trust 

Daniel  P  Davison 

(58 

341 

42 

228 

9 

620 

4 

2 

New  York,  NY 

Banking 

United  Technologies 

Harry  J  Gray 

(63 

1,100 

180 

201 

1,481 

11 

10 

Milledgeville,  Ga 

Administration 

United  Telecom 

Paul  H  Henson 

(57 

400 

24 

7 

431 

24 

16 

Bennet,  Neb 

Technical 

United  Virginia  Bshs 

Joseph  A  Jennings 

(62 

302 

2 

25 

328 

45 

6 

Richmond,  Va 

Banking 

Universal  Leaf 

Gordon  L  Crenshaw 

(61 

248 

120 

369 

37 

17 

Richmond,  Va 

Sales 

'For  Forbes  definitions  and  metfjrjdology  see  page  126. 

58Succeeded  by  William  S.  Cook,  5/1/83. 
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=  S,  JUNE  6,  1983 


Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  & 

contin- 

stock 

with 

as 

Busiri 

R  tn  L 
n  Jill  n 

f'nmnaflv 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains1 

total 

CO. 

CEO 

Place  of  birth 

backgroi 

40 

"Unocal 

Fred  L  Hartley 

|66| 

1,400 

7 

47 

— 

1,455 

44 

18 

Vancouver,  Can 

Techni 

518 

Upjohn 

Ray  T  Parfet  Jr 

(60] 

356 

28 

— 

— 

385 

35 

21 

Port  Huron,  Mich 

Fina 

192 

USAir  Group 

Edwin  I  Colodny 

(57) 

483 

11 

130 

138 

761 

25 

7 

Burlington,  Vt 

1 

480 

USF&G 

Jack  Moseley 

(52) 

326 

84 

111 

io 
zy 

i 
o 

Birmingham,  Ala 

Insura 

211 

USLIFE 

Gordon  E  Crosby  |r 

(62) 

516 

10 

193 

— 

718 

24 

17 

Remsen,  Iowa 

Marke> 


787 

Utah  Power  &  Light 

Harry  Blundell 

(58) 

162 

— 

8 

— 

170 

34 

4 

Salt  Lake  City,  Utah 

Find 

264 

Valero  Energy 

William  E  Greehey 

(47) 

483 

116 

— 

28 

628 

19 

9 

Fort  Dodge,  Iowa 

Find 

606 

Valley  National 

60Roger  A  Lyon 

(56) 

260 

16 

43 

319 

7 

1 

Philhpsburg,  NJ 

Bank 

316 

Varian  Associates 

Thomas  D  Sege 

(57) 

458 

3 

1  1  7 

J>/o 

in 
zu 

i 
1 

Yugoslavia 

Techn 

549 

VF 

Lawrence  R  Pugh 

|46| 

366 

— 

366 

3 

1 

White  Plains,  NY 

Marke1 

663 

Virginia  Natl  Bshs 

Clifford  A  Cutchins  III 

(59) 

268 

12 

— 

280 

35 

3 

Southampton  Cty,  Va 

Ban  H 

612 

Vulcan  Materials 

W  Houston  Blount 

(61) 

314 

4 

317 

28 

4 

Union  Springs,  Ala 

Operati 

465 

Wachovia 

John  G  Meal  in  |r 

(49) 

369 

— 

31 

26 

426 

24 

6 

Benson,  NC 

Ban! 

679 

Wal-Mart  Stores 

Sam  M  Walton 

(65) 

250 

14 

264 

1  7 

Of 

1  7 

O  I 

Kingfisher,  Okla 

Foub 

629 

Waldbaum 

Ira  Waldbaum 

(54) 

300 





300 

36 

34 

Brooklyn,  NY 

Administra; 

259 

Walgreen 

Charles  R  Walgreen  III 

(47) 

401 

19 

220 

— 

640 

31 

12 

Chicago,  111 

Operati 

282 

Wang  Laboratories 

An  Wang 

(63) 

421 

193 

— 

614 

32 

32 

China 

FouD 

4 

Warner  Commun 

Steven  J  Ross 

(55) 

2,301 

96 

1,284 

— 

3,681 

21 

21 

New  York,  NY 

Fina 

143 

Warner-Lambert 

Ward  s  Hagan 

(63) 

698 

155 

45 

898 

13 

5 

Sioux  City,  Iowa 

Marke 

699 

Washington  National 

Stanley  P  Hutchison 

(59) 

242 

6 

2 



251 

36 

7 

Johet,  111 

L 

296 

Washington  Post 

Katharine  Graham 

(66) 

452 

4 

145 

— 

601 

20 

10 

New  York,  NY 

Administrat 

788 

Washington  Water  Pwr 

Wendell J  Satre 

(64) 

165 

3 

— 

— 

168 

44 

8 

Post  Falls,  Ida 

Operati 

284 

Waste  Management 

Dean  L  Buntrock 

(52) 

532 

75 

— 

— 

608 

26 

14 

Columbia,  SD 

Fout 

190 

Wells  Fargo 

Richard  P  Cooley 

(59) 

557 

36 

173 

765 

33 

16 

Dallas,  Tex 

Fina 

515 

Wendy's  International 

Robert  L  Barney 

(46) 

346 

29 

12 

387 

13 

3 

Ashland,  Ky 

Administra' 

271 

West  Point-Pepperell 

Joseph  L  Lanier  Jr 

(51) 

372 

158 

93 

— 

622 

26 

7 

Lanett,  Ala 

Operati 

334 

Western  Co  No  Amer 

John  A  Fanning 

(43) 

335 

167 

51 

— 

553 

15 

2 

Waterbury,  Conn 

Techn 

720  Western  Savings  &  Loan 

Gary  H  Driggs 

(48) 

194 

36 

— 

— 

231 

21 

7 

Phoenix,  Ariz 

Ban) 

473 

Western  Union 

Robert  M  Flanagan 

(53) 

408 

4 

3 

415 

9 

4 

Springfield,  Mass 

Fina 

24 

Westinghouse  Elec 

Robert  E  Kirby 

(64) 

898 

131 

14 

747 

1,790 

37 

8 

Ames,  Iowa 

Techn 

314 

Westvaco 

David  L  Luke  III 

(59) 

555 

26 

— 

— 

581 

31 

19 

Tyrone,  Pa 

Fina 

618 

Wetterau 

Ted  C  Wetterau 

(55) 

296 

14 

— 

— 

310 

31 

13 

St  Louis,  Mo 

Market 

336 

Weyerhaeuser 

George  H  Weyerhaeuser 

(56) 

541 

10 

— 

— 

551 

33 

17 

Seattle,  Wash 

Produc; 

320 

Whirlpool 

Jack  D  Sparks 

(60) 

351 

1 

70 

148 

570 

42 

1 

Chicago,  111 

Marke 

216 

White  Consolidated 

Roy  H  Holdt 

(62) 

530 

42 

139 

711 

41 

6 

Edgewood,  Md 

Fina 

626 

Whitney  Holding 

Patrick  A  Delaney 

(51) 

275 

— 

28 

— 

303 

29 

6 

New  Orleans,  La 

Banl 

191 

Whittaker 

Joseph  F  Alibrandi 

(54) 

350 

395 

19 

— 

763 

12 

8 

Boston,  Mass 

Administrai 

117 

Wickes  Cos 

Sanford  C  Sigoloff 

|53) 

965 1 

25 

— 

— 

990 

1 

1 

St  Louis,  Mo 

Retail 

553 

Willamette  Inds 

William  Swindells  Jr 

(52) 

340 

23 

— 

— 

363 

29 

1 

Oakland,  Cal 

Operat: 

559 

Williams  Cos 

Joseph  H  Williams 

(50) 

403 

30 

-76 

358 

24 

4 

Tulsa,  Okla 

Operat 

218 

Wilson  Foods 

Kenneth  J  Griggy 

(49) 

564 

9 

21 

114 

708 

7 

7 

Sufheld,  Ohio 

Marke 

774 

Winn-Dixie  Stores 

A  Dano  Davis 

(38) 

169 

12 

— 

— 

181 

15 

1 

New  Rochelle,  NY 

Retail 

727 

Wisconsin  Elec  Pwr 

Charles  S  McNeer 

(57) 

220 

6 

— 

— 

226 

33 

7 

Gilbert,  W  Va 

Techn 

769 

Wisconsin  Pwr  &  Lt 

James  R  Underkofler 

(59) 

179 

6 

— 

— 

185 

41 

14 

Baraboo,  Wise 

Fim 

609 

Witco  Chemical 

William  Wishnick 

(58) 

310 

5 

3 

318 

41 

11 

New  York,  NY 

Administra 

611 

F  W  Woolworth 

John  W  Lynn 

(62) 

318 

318 

41 

1 

Rronklvn  NY 

V  1  1  1  11  1  r\  1  J  1  1      .  >  i 

Operat 

69 

Wyman-Gordon 

"Joseph  R  Carter 

(64) 

397 

12 

807 

1,217 

26 

11 

Youngstown,  Ohio 

Operati 

252 

Xerox 

David  T  Kearns 

(52) 

592 

76 

-16 

651 

11 

1 

Rochester,  NY 

S 

386 

Zapata 

63B  John  Mackin 

(65) 

497 

3 

500 

4 

"4 

Dallas,  Tex 

L 

20 

Zayre 

Maurice  Segall 

(54) 

983 

91 

852 

1,925 

5 

5 

loliette,  Can 

Retai 

555 

Zenith  Radio 

Revone  W  Kluckman 

(54) 

320 

25 

16 

361 

16 

2 

Mound  City,  SD 

Fina 

726 

Zions  Utah  Bancorp 

Roy  W  Simmons 

(67) 

151 

61 

15 

227 

29 

17 

Portland,  Ore 

Banl 

tCEO  joined  company  in  1982,  salary  portion  not  annualized.  'For  Forbes  definitions  and  methodology  see  page  126. 

''Formerly  Union  Oil  California. 
^Succeeded  by  Howard  C.  McCrady,  4/20/83. 
''Succeeded  by  Carl  E.  Reichardt,  1/1/83. 
"Succeeded  by  John  R.  Bullock,  4/20/83. 
^Succeeded  by  Ronald  C.  Lassiter,  1/1/83. 
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BECAUSE  HEALTH  CARE  NEEDS 
COME  IN  ALL  SHAPES  AND  SIZES, 
SO  DO  OUR  BENEFIT  PACKAGES. 

When  it  comes  to  choosing  employee  health  care  coverage,every  company  has 
its  own  set  of  needs.  To  meet  these  needs,  while  satisfying  cash  flow  objectives,  we 
developed  a  bold  new  approach  called  the  Blue  Cross  and  Blue  Shield  Metamatrix  System. 

With  greater  flexibility  in  the  size  and  shape  of  health  care  packages,  the 
Metamatrix  System  allows  you  the  freedom  to  have  the  most  effective,  cost-efficient 
program.  For  example,  with  options  in  covered  services,  deductibles,  and  copayment 
amounts,  you  can  shape  major  medical  benefits  to  your  specifications.  In  addition, 
you're  allowed  flexible  approaches  to  "stop-loss"  and  "out-of-pocket-limit"  features. 

Yet  product  flexibility  is  only  one  dimension  of  the  Metamatrix  System.  With 
flexible  financing,  improved  service,  uniform  delivery  and  strengthened  cost  containment 
programs,  this  highly  adaptable  system  can  accommodate  any  company's  needs.  Exactly. 

The  Blue  Cross  and  Blue  Shield  Metamatrix  System.  Find  out  how  you  fit  in. 
Contact  your  local  Blue  Cross  and  Blue  Shield  Plan  for  more  information  on  America's 
leader  in  health  care  protection.  AMERICA'S  #1  GET  WELL  CARD. 


Sperr))  faces  an  uphill  fight  to  regain  some 
of  its  onetime  eminence  in  the  computer 
business. 


Univacuum 


By  John  A.  Byrne 

Gerald  Probst,  the  World  War 
II  bomber  pilot  who  heads  the 
$5.1  billion-a-year  Sperry 
Corp.,  recently  landed  two  huge  or- 
ders for  his  computer  division.  In  Jan- 
uary Sperry  beat  out  Burroughs  to  win 
a  $476  million  Air  Force  contract,  the 
world's  largest  one-shot  commercial 
computer  purchase.  Then,  two 
months  later,  Sperry  edged  out  IBM 
for  a  $324  million  Navy  deal. 

But  Sperry  stock,  which  sells  at  a 
big  discount  from  book  value,  scarce- 
ly budged  on  the  news.  Why?  Because 
The  Street — and  Sperry's  competi- 
tors— suspect  that  there  may  not  be  a 
great  deal  of  profit  in  those  two  big 
defense  deals.  "Our  people  are  abso- 
lutely convinced  Sperry  can't  make 
any  money  on  that  Air  Force  busi- 
ness," says  a  competitor.  One  promi- 
nent analyst  agrees:  "Univac  dis- 
counted like  hell." 

Sperry  naturally  disagrees,  but 
there  can  be  little  doubt  that  the  com- 
pany needed  the  military  contracts  in 
order  to  bolster  its  fortunes  in  a  field 
where  it  has  been  steadily  losing  mar- 
ket share  for  years.  Thus,  even  if  the 
orders  do  not  prove  highly  profitable, 
they  do  help  keep  Sperry's  computer 
division  in  the  high-stakes  computer 
game.  It  is  a  field  in  which  the  com- 
pany has  scored  few  victories  since 
winning  more  than  a  30%  share  of  the 
airline  reservations  business  about  15 
years  ago. 

Sperry  is  still  a  big  factor  in  com- 
puters, which  produced  half  of  the 
firm's  revenues  in  the  1982  fiscal 
year.  It  is  not  especially  profitable, 
however.  Sperry's  computer  division 
earned  an  estimated  $95.4  million  be- 
fore taxes  last  year.  Its  profit  margins 
of  3.5%,  a  third  of  what  they  had  been 
only  two  years  earlier,  are  less  than 


one-sixth  what  IBM  earns  on  the  sales 
dollar. 

Probst  was  named  chief  executive 
last  year  when  J.  Paul  Lyet  relin- 
quished the  position.  He  took  over  at 
something  of  a  low  point  in  the  affairs 
of  the  sprawling  company.  Earnings  of 
Sperry's  New  Holland  agricultural 
equipment  division,  which  tradition- 
ally supply  20%  of  profits,  sank  into 
the  red  last  year  during  the  farm 
slump.  Vickers  power  equipment  di- 
vision, which  contributed  11%  of 
earnings  in  the  previous  year,  also  ran 
in  the  red  in  fiscal  1982. 

Sperry's  $  1  billion  defense  and  aero- 
space business  has  continued  to  do 
well,  but  not  well  enough  to  take  up 
all  the  slack.  In  the  fiscal  year  that 


Sperry's  Gerald  Probst 
Taking  over  at  a  low  point. 


ended  this  Mar.  31,  Sperry  earned 
$2.65  per  share,  a  47%  decline,  de- 
spite nonrecurring  gains  from  the  sale 
of  its  profitable  British  gyroscope 
group.  This  represents  a  return  on 
stockholders'  equity  of  less  than  5%. 

Probst  had  been  counting  on  a  new 
top-of-the-line  computer,  the 
1 100/90,  to  help  produce  a  1983  turn- 
around. He  needs  that  badly,  since  the 
value  of  new  computer  orders  to 
Sperry  declined  last  year  for  the  first 
time  in  a  decade.  But  Sperry  recently 
postponed  initial  shipments  of  the 
new  units,  from  June  of  this  year  to 
April  1984. 

Better  late  than  sorry.  But  the  delay 
does  cast  a  further  shade  of  uncertain- 
ty on  the  picture  and  tests  the  pa- 
tience of  Sperry  users  who  need  to 
upgrade.  Most  of  them  can't  easily 
switch  to  a  competitor's  product 
without  great  expense.  Sperry's  top- 
of-the-line  mainframe  significantly 
trails  IBM's  top  machine,  the  3081,  in 
power.  Meanwhile,  the  delay  could 
cause  Sperry  "to  lose  its  historically 
strong  position  in  the  1100  series 
mainframes,"  says  Jay  Stevens  of 
Dean  Witter.  The  analyst  says  that 
this  model  has  generated  the  major 
portion  of  the  computer  division's 
revenue  and  earnings. 

All  this  is  embarrassing  for  a  com- 
pany that  virtually  pioneered  the 
computer  industry  in  the  U.S.  with 
the  1950  acquisition  of  a  iittle  outfit 
run  by  a  pair  of  University  of  Pennsyl- 
vania professors.  However,  Sperry  has 
been  losing  market  share,  slowly  but 
steadily,  in  good  part  because  it  has 
been  less  innovative  and  less  market- 
ing-directed than  its  competitors.  It 
has  yet  to  make  a  big  mark  in  the 
fastest-growing  part  of  the  business, 
small  computers. 

Sperry  is  big  in  what  is  today  the 
least  lucrative  part  of  the  computer 
business,  mainframes.  But  the  mini- 
computer, where  competitors  like 
Digital  Equipment  and  Data  General 
have  been  going  strong,  has  been  eat- 
ing away  at  the  low  end  of  Sperry's 
mainframe  business.  Moreover,  the 
small-computer  market  has  been 
growing  4  times  as  fast  as  the  main- 
frame market.  "Univac's  current  in- 
stalled base  is  starting  to  erode  from 
the  bottom,"  says  Dale  Kutnick,  ex- 
ecutive director  of  the  Yankee  Group. 
"They  are  losing  office  automation 
and  minicomputer  sales  where  they 
have  mainframes  installed  and,  at  the 
same  time,  they  are  getting  very  little 
new  mainframe  business." 

Sperry's  efforts  to  move  into  the 
lower  end  of  the  market  have  been 
plagued  by  bad  luck.  Back  in  1977  its 
then  new  BC/7  small  business  com- 
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puter  was  beset  with  software  and 
marketing  problems.  That  same  year 
Sperry  acquired  the  minicomputer 
I  portion  of  Varian  Associates,  a  manu- 
I  facturer.  But  its  machines  don't  inter- 
I  connect  well  with  Sperry  mainframes 
!,  and  have  captured  only  a  small  part  of 
!  the  market. 

Now  the  company  is  back  with  its 
|j  new  "Sperrylink"  office  automation 
i  system.  Sperry  launched  it  last  year, 
underscoring  the  significance  by  drop- 
i  ping  "Univac"  from  the  corporate 
[i  name  at  the  same  time.  Sperry's  sys- 
tem, however,  can  be  efficiently  used 
':  only  with  a  Sperry  mainframe.  One 
I  sign   of   trouble   has   cropped  up, 
though:  Just  one  month  after  initial 
Sperrylink  deliveries,  prices  were  cut 
sharply. 

Standard  &  Poor's  recently  put 
,  Sperry  on  its  Credit  Watch  list,  a 
move  that  could  raise  borrowing 
i  costs  significantly.  One  of  the  things 
that  prompted  that  warning  light  is 
the  fact  that  Sperry's  debt-to-equity 
ratio,  including  the  debt  of  its  cap- 
tive finance  company,  is  close  to 
90%.  Much  of  the  borrowing  is 
short-term  paper  accumulated  over 
recent  years,  when  Sperry  helped 
customers  arrange  long-term  farm 
equipment  and  computer  leases  at 
favorable  terms. 

Probst,  who  made  his  mark  running 
:  the  computer  division  before  rising  to 
i  chief  executive  and  chairman,  clearly 
has  his  work  cut  out  for  him.  A  de- 
cade ago  he  pulled  a  coup  by  acquiring 
RCA's  computer  operations  division 
and  thus  greatly  expanded  Sperry's 
customer  base.  But  the  company  has 
not  been  successful  in  following  up  on 
that  move. 

What  now?  Probst  has  chopped  out 
a  lot  of  fat,  last  year  lowering  Sperry's 
break-even  point  by  $500  million.  He 
is  setting  up  several  joint  ventures  to 
play  off  Sperry's  mainframe  strengths 
against  other  companies'  low-cost 
manufacturing  capability  and  more 
specialized  technical  knowhow. 
Probst  now  has  in  the  works  technical 
exchange  agreements  with  Mitsubi- 
shi Electric  and  Northern  Telecom. 
He  has  also  acquired  an  interest  in  a 
maker  of  disk  memory  devices  jointly 
owned  by  Control  Data,  Honeywell 
and  France's  CII. 

Right  now  Sperry  is  maintaining  a 
tight-lipped  silence.  Two  and  a  half 
years  ago,  just  before  Probst  stepped 
up  to  chief  executive,  Forbes  noted 
that  his  new  job  was  "a  bit  like  get- 
ting promoted  from  the  frying  pan  to 
the  fire."  That  was  no  overstatement. 
If  he  can  pull  a  turnaround,  Probst 
will  have  proved  that  he  is  an  excep- 
tional business  leader.  ■ 
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Can  We  Reach  Kansas 
From  Here,  Toto? 


Yes,  Dorothy,  you  can  if  TYMNET  is  your  data 
network.  We're  one  of  the  world's  largest  data 
networks.  And  still  growing. 

This  year,  we're  adding  150  cities  to  our  network 
in  the  U.S.  alone.  Current  total  is  400  and  counting. 
We're  in  more  than  40  countries,  too. 

We  offer  users  local-call  access  from  more  locations 
than  any  other  data  network.  More  local  connections 
means  lower  costs  because  once  you're  on  TYMNET, 
there  are  never  any  long  distance  charges. 

TYMNET  is  growing  because  customers  are 
recognizing  the  value  of  our  proven  technology. 
We  are  committed  to  support  you  today  and  in  the 
future— whenever  you  grow. 

Call  us  for  immediate  data  networking  solutions.  Find 
out  how  TYMNET'S  cost-effective  "Value-Addeds" 
can  help  you:  (408)  946-4900;  TYMNET,  Inc., 
2710  Orchard  Parkway,  San  Jose,  CA  95134. 

TYMNET 

Serving  more  than  6.1  million  data  calls  per  month 


A  Tymshare  Company 

Please 
don't  eat  the 
seed  corn. 

In  our  consumption-oriented  society 
the  temptation  of  success  is  to 
devour  the  harvest,  to  enjoy  the 
fruits  of  the  moment  without  plant- 
ing for  the  future. 

That's  as  dangerous  in  industry  as 
it  is  in  aqriculture.  To  rebuild 


view  of  our  productive  needs  is 
summed  up  well  in  that  phrase  from 
our  rural  beginnings: 
Don't  eat  the  seed  corn. 
Don't  you  agree? 

InterNorth  is  a  diversified,  energy- 
based  corporation  involved  in  nat 


and  exploration  and  productic 

International  Headquarters, 
Omaha,  Nebraska  68102 


INTERNORTH 

=  We  work 
==  for  America. 

'  IntarMnrth  In/- 


Is  this  the  newest  hot  button 
in  the  life  insurance  business? 


If  there's  anything  predictable  about 
interest  rates,  it's  simply  that  they'll  go  down. 
Go  up.  Go  down.  Go  up.  Always  have. 

Why  then  are  some  life  insurers  rushing 
•away  from  traditional  policies  to  promote 
only  new  interest-sensitive  ones? 

While  there  are  no  easy  answers,  we  see  no 
reason  to  panic.  We  believe  that  promoting 
only  one  kind  of  policy  doesn't  fully  serve  the 
needs  of  customers.  Nor  of  a  sales  force. 

That's  why  the  USLIFE  companies  offer 
interest-sensitive  policies  like  the  new 
INNOFLEX*  series  and  traditional  ones  like 
Business  Whole  Life  and  Executive  85. 


We  feel  that  offering  alternatives  in  an  age 
of  uncertainty  is  the  most  prudent  route  a 
major  corporation  can  take.  After  all,  interest 
rates  will  go  down.  Go  up.  Go  down.  Go  up.  So 
in  any  event,  we  can  respond. 

Maybe  that's  why  the  combined  USLIFE 
companies  rank  third  among  all  stock  life 
insurance  companies  in  individual  life  sales. 

So  call  the  USLIFE  company  nearest  you 
for  more  information.  If  you  prefer,  just  write 
Dept.  M,  USLIFE  Corporation,  125  Maiden  Lai 
New  York,  NY  10038.  Phone:  212-709-6226. 

We'll  show  you  why  having  a  choice  of  poli 
cies  is  the  most  rational  way  to  buy  one. 

•Not  yet  available  In  all  si. 


IM.IFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies:  The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401  •  Great  National  Life,  Dallas,  TX  214-3574 
Old  Line  Life,  Milwaukee,  Wl  414  -271-2820  •  All  American  Life,  Chicago,  IL  312-399-6500 
Lincoln  Liberty  Life,  Des  Moines,  IA  515-225-2000 


For  years,  turning  in  record  profits  at 
Black  &  Decker  was  as  easy  as  cutting  a 
two-by-four  with  a  ten-inch  circular  saw. 
Now  the  blade  has  become  dull. 


Splinters 


By  Jeff  Blyskal 


Use  the  right  tool  for  the  right 
job."  That  bit  of  handyman's 
wisdom  once  worked  beautiful- 
ly for  Black  &  Decker.  During  the 
Seventies  do-it-yourself  boom,  home- 
owners couldn't  get  enough  electric 
drills,  saws,  routers,  sanders  and 
grinders.  B&D  dominated  this  multi- 
billion-dollar  market  with  14% -plus 
returns  on  equity,  an  average  19% 
annual  sales  growth  and  a  price/earn- 
ings  multiple  that  approached  50. 

But  now,  Maryland-based  B&D 
seems  to  be  hammering  nails  with  the 
butt  end  of  a  screwdriver.  Basements 
and  garages  are  chock-full  of  tools. 
Roughly  80%  of  U.S.  homes  now  have 
electric  drills,  so  most  future  sales 
must  come  from  replacement  and 
trade-ups.  The  situation  is  almost  as 
bad  in  Europe  and  elsewhere  overseas, 
where  B&D  now  gets  over  half  of  its 
$1.2  billion  annual  revenues.  "Unit 
growth  in  the  power  tool  market  is 
very  flat,"  explains  Chief  Executive 
Laurence  Farley. 

That  is  an  important  admission. 
And  a  change  from  the  think- 
ing that  prevailed  before  Far- 
ley took  over  from  the  cur- 
rent chairman,  Francis  Lu- 
cier,  last  January.  "Prior 
management  could  not  ac- 
cept the  fact  that  the  com- 
pany is  mature,"  says  Merrill 
Lynch's  William  Genco. 
"Larry  Farley  is  more  return- 
on-investment  oriented." 

Indeed  he  is.  Farley  was  a 
force  behind  B&D's  painful 
unloading  of  its  McCulloch 
division,  a  move  that 
brought  a  $94  million  write- 
off last  year.  McCulloch, 
which  makes  gasoline- 
powered   chain   saws,  had 


overexpanded  to  meet  the  stampede 
of  would-be  lumberjacks  who  were 
cutting  heating  bills  by  burning  logs. 
Then  the  market  choked,  and  B&D 
was  struck  by  losses  of  $29  million 
during  1981  and  1982. 

Getting  rid  of  McCulloch,  however, 
doesn't  bring  B&D  out  of  the  woods. 
Competition  in  the  professional  pow- 
er tool  market  (21%  of  sales)  is  in- 
tense. The  Japanese,  led  by  Makita 
Electric  Works,  now  have  a  solid  20% 
share  worldwide,  a  block  about  as  big 
as  B&D's.  Farley  wants  to  meet  this 
assault  head-on,  with  a  $256  million 
offensive  centered  on  automated 
manufacturing,  nonunion  labor  and 
reduced  prices  and  margins. 

Meanwhile,  the  consumer  business 
(40%  of  sales)  is  changing.  Handymen 
today  prefer  more  sophisticated  tools. 
That  should  benefit  B&D  because  of 
its  growing  competitive  capability  in 
professional  equipment.  But  foreign- 
ers are  grinding  away  here,  too. 
"We've  noted  an  increase  in  imported 
power  tools,  generally  higher  priced 
and  of  higher  quality,"  says  Rick 
Lambert,  vice  president  of  the  Na- 


Black  &  Decker's  Dustbuster  vacuum  cleaner 
Tooling  up  for  growth  in  household  products, 


tional  Retail  Hardware  Association. 

B&D's  other  lines  are  slow,  too.  Ac- 
cessories are  a  commodity  business. 
Outdoor  products — electric  garden 
tools  and  lawn  mowers — are  seasonal 
and  slow-growing.  Finally,  demand  is 
slowing  for  portable  workbenches.  In- 
troduced in  1971,  the  Workmate  line 
had  sales  of  $120  million  by  1979.  But 
the  recession  has  killed  profits  on 
these  high-ticket,  deferrable  pur- 
chases, and  B&D's  Workmate  factory 
in  Ireland  is  closing. 

Farley's  mature  businesses  spin  off 
considerable  profits — an  estimated 
$35  million  companywide  last  year. 
But  new  growth?  B&D  expects  it  to 
come  largely  from  diversification  into 
household  products,  now  only  10%  of 
revenues.  The  company  hopes  to  use 
its  well-known  name,  proven  mer- 
chandising capability  and  a  worldwide 
distribution  system  to  expand  its  cus- 
tomer base  beyond  homeowners. 
"Black  &  Decker  has  a  high-quality 
image,  and  that  franchise  can  be  a  great 
strength  in  the  household  market," 
says  Farley.  "The  question  is,  what 
other  products?" 

Thus  far,  B&D's  household  ven- 
tures have  worked  well.  Popular 
items  include:  Dustbuster,  a  recharge- 
able hand-held  vacuum  cleaner;  Spot- 
liter,  a  high-powered  flashlight;  and 
Scrub  Brush,  a  rotary  cleaner  for  floor 
tiles  and  carpets.  Each  item  uses 
B&D's  rechargeable  battery  technolo- 
gy, which  originated  in  the  outdoor 
and  power  tool  divisions. 

What's  next?  Farley  is  interested  in 
home  security  and  energy  saving  de- 
vices, possibly  even  small  robots.  He 
is  also  considering  blenders  and  toast- 
ers— if  B&D  can  find  a  cost  advantage. 

The  strategy  won't  be  easy.  "Typi- 
cally, new  household  products  have 
short  life  cycles,  so  B&D  will  have  to 
keep  coming  up  with  new  ideas,"  says 
Genco.  And  even  innovators  aren't  on 
their  own  for  long:  Sanyo  and  Ger- 
many's AEG  Telefunken  are 
already  making  lower-priced 
copies  of  the  Dustbuster. 
And  the  competing  First 
Alert  Ready  Light  is  now  pro- 
moted as  burning  much  long- 
er than  the  Spotliter. 

Farley,  however,  seems  to 
be  making  all  the  right 
moves.  Rather  than  shopping 
for  a  showy  acquisition,  he 
wants  to  diversify  on  the  ba- 
sis of  his  company's  proven 
strengths.  That  won't  be 
easy,  and  B&D  may  never  be 
a  red-hot  growth  stock  again. 
But  the  important  thing  is 
that  Farley  knows  he  must 
change.  ■ 
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Taxing  Matters 


When  U.S.  creative  geniuses  want  a  new 
idea  for  a  TV  show,  they  look  to  Britain. 
The  same  may  be  true  for  tax  accounting. 


"Try  it, 
you'll  like  it" 


By  Janet  Bamford 


It's  a  little-understood  pecu- 
liarity of  U.S.  business  that  the 
books  corporations  keep  for  the  tax- 
men  are  different  from  the  books  the 
same  corporations  present  to  inves- 
tors. Out  of  this  fact  comes  the  con- 
cept of  the  deferred  tax  liability, 
which  is  the  amount  a  company  tells 
investors  it  owes  in  taxes.  The 
amount  it  actually  hands  the  IRS, 
however,  is  different.  Since  capital  in- 
vestments can  allow  a  company  to 
put  off  a  good  hunk  of  its  taxes,  the 
deferred  tax  item  can  amount  to  a  tidy 
sum.  These  liabilities  are  shown  in 
every  annual  report,  and  they 
are  highly  controversial. 

Accountants  point  out  that 
although  deferred  tax  liabilities 
are  supposed  to  represent  taxes 
a  company  may  owe  in  the  fu- 
ture, in  practice  these  taxes  are 
often  never  paid.  What  happens 
is  that  as  businesses  grow  and 
make  more  tax-credit-generat- 
ing capital  investments,  de- 
ferred taxes  mount  accordingly. 
IBM,  for  example,  has  some 
$212  million  in  deferred  taxes, 
General  Motors  has  $146  mil- 
lion and  General  Electric  $79 
million. 

Companies  grumble  because 
one  effect  of  the  current  system 
is  to  put  money  into  deferred 
tax  accounts  that  really  should 
flow  through  earnings  and  be 
added  to  stockholders'  equity. 
And  the  Financial  Accounting 
Standards  Board  says  the  cur- 
rent method  of  accounting  for 
deferred  tax  liabilities  doesn't 
square  with  its  general  concept 


of  what  liabilities  are.  As  a  result,  it  is 
working  on  a  new  way  of  dealing  with 
the  subject — something  that  experts 
say  is  among  its  most  important  proj- 
ects of  the  decade. 

It  just  might  be  possible  to  get  a 
glimpse  at  the  future.  Immense  de- 
ferred tax  liabilities  may  be  relatively 
new  in  the  U.S.,  but  British  corpora- 
tions have  long  had  massive  deferred 
tax  accounts.  "Sometimes  the  whole 
of  a  company's  net  equity  was  no  larg- 
er than  its  deferred  tax  balance,"  says 
Michael  Carey,  a  British  partner  with 
Ernst  &  Whinney.  "Everyone  knew 
that  the  vast  bulk  of  those  deferred 
tax  balances  would  never  be  payable, 


and  people  began  to  say  that  the  sys- 
tem didn't  make  sense  because  these 
deferred  taxes  being  booked  as  liabili- 
ties were  not  real  liabilities." 

So,  about  five  years  ago,  when  che 
U.K.  reached  the  point  the  U.S.  is 
reaching  today,  accountants  decided 
to  change  the  way  of  dealing  with 
taxes  that  may  never  actually  be  paid. 
Under  the  new  British  system,  if  a 
company  can  demonstrate  with  rea- 
sonable assurance  that  its  deferred 
taxes  will  be  deferred  indefinitely,  it 
doesn't  have  to  provide  for  them  in  its 
financial  reports. 

Whether  or  not  a  deferred  tax  will 
ever  be  paid  can  be  difficult  to  prove, 
but  the  British  have  allowed  compa- 
nies to  use  their  capital  spending  bud- 
gets and  conservative  profit  projec- 
tions to  provide  an  assurance  that 
these  bills  will  be  deferred  forever. 
What  happens  then?  "Substantial 
chunks  of  deferred  taxes  on  balance 
sheets  were  released  into  shareholder 
equity,"  says  Carey.  "And  deferred 
tax  balances  came  down  to  a  much 
more  realistic  figure." 

For  a  hint  at  how  U.S.  financial 
reports  could  change  with  a  new 
method  for  figuring  deferred  taxation, 
look  at  Grand  Metropolitan  Ltd.,  the 
London-based  brewery,  liquor  and 
food  corporation  that,  in  1980,  ac- 
quired Liggett  Group.  That  deal  car- 
ried with  it  $5.7  million  in  deferred 
taxes  that  showed  up  on  Liggett's  U.S. 
books.  But  Grand  Met  on  consolida- 
tion got  to  put  nearly  all  of  this 
amount  into  shareholders'  equi- 
ty. According  to  British  rules, 
"It  wasn't  foreseeable  that  Lig- 
gett would  have  to  pay  any  of 
that  tax  to  the  U.S.  govern- 
ment," says  Robert  Mitchell, 
Grand  Met's  controller. 

Naturally,  this  is  a  less  con- 
servative system  than  one  that 
assumes  all  deferred  taxes  will 
have  to  be  paid.  And  under  it 
some  companies  may  not  report 
deferred  taxes  that  eventually 
turn  into  real  liabilities.  None- 
theless, the  U.K.  approach  is 
still  clearly  more  accurate  than 
the  current  U.S.  treatment, 
which  soberly  maintains  that 
every  last  cent  of  these  taxes 
will  eventually  be  paid. 

The  result,  of  course,  is  that 
under  British  rules  Grand  Met 
and  Liggett  look  like  far  health- 
ier companies  than  they  would 
if  they  were  based  in  the  U.S. 

Depressing.  First  Masterpiece 
Theatre,  and  now  this.  ■ 
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Factories  don't  vote 

Tlhe  Constitution  mandates  equal 
treatment  under  the  law,  but  you 
would  think  many  local  tax  collectors 
i  don't  know  that.  In  most  parts  of  the 
I  country  they  assess  business  and  in- 
i  dustrial  property  at  a  higher  percent- 
age of  market  value  than  residential 
i  property.  Why?  "Homeowners  vote 
and  factories  don't,"  says  Wayne  Ten- 
enbaum,  who  advises  businesses  on 
i  getting  their  tax  bills  reduced. 
1     He  is  a  partner  in  Tenenbaum-Hill 
Associates,  Inc.  of  Kansas  City,  Mo., 
one  of  the  largest  of  a  growing  number 
of  consultants  who  help  get  business 
and  industrial  property  taxed  more 
equitably.  That  looks  like  a  simple 
enough  job.  In  Illinois,  for  example, 
the  law  requires  all  property  to  be 
-  assessed  at  33'/j%  of  market  value. 
But  Cook  County  assesses  single-fam- 
ily residences  at  16%  and  commercial 
and  industrial  buildings  at  40%.  That 
I  averages  out  to  33  ¥3%,  and  it  is  legal 
despite  the  discrimination. 

In  fact,  Cook  County  tax  collectors, 
as  well  as  those  in  15  other  states, 
formally  classify  property  by  use  in 
order  to  make  sure  businesses  get  a 
higher  valuation  than  residences.  In- 
!  equities  can  also  be  unintentional,  of 
1  course.  Texas  is  now  changing  from  a 
:  system  in  which  there  are  as  many  as 
five  different  kinds  of  assessors — city, 
1  county,  school,  hospital  and  sewer. 
Taxpayers  would  sometimes  go  com- 
1  parison  shopping  to  find  the  most  fa- 
;  vorable  rates. 

What  do  you  do  when  your  plant  is 
assessed  at  40%  of  market  value 
while  houses  around  it  are  at  20%? 
Getting  better  treatment,  explains 
Ken  Hill,  Tenenbaum's  partner,  can 
be  tricky,  even  when  assessments  are 
supposed  to  be  equal.  For  example, 
Carnation  Co.  had  a  plant  in  Jackson- 
ville, 111.  that  was  assessed  at  double 
what  it  should  have  been.  But  Carna- 
tion is  a  visible  member  of  the  com- 
munity. Its  employees  serve  on  local 
civic  boards  and  wouldn't  have  been 
sympathetic  to  any  squeeze  on  mu- 
nicipal budgets — particularly  if  the 
difference  had  to  be  made  by  individ- 
ual taxpayers,  many  of  whom  are  Car- 
nation employees. 

So  instead  of  pressing  for  the  full 
50%  reduction,  Carnation  accepted  a 
24%  cut.  "The  company  turned  out  to 
be  a  hero  instead  of  a  villain  by  not 
insisting  on  all  its  rights,"  says  Hill. 
More  often  than  not,  he  explains,  cor- 
porations find  it  advantageous  to  ex- 
hibit this  corporate  good  citizenship. 

For  cutting  clients'  tax  bills,  Tenen- 
baum-Hill operates  on  a  contingency 
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In  London 


GROSVENOR  HOUSE 


Built  by  Sir  Edwin  Lutyens,  the  foremost  English  architect, 
and  overlooking  Park  Lane  -  this  grand  hotel  offers  every  facility  for  the 
discerning  business  or  leisure  traveller. 

ATrusthouse  Forte  Exclusive  Hotel.  !§ji 

For  reservations  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada:  416-363-6033  in  Toronto. 


CONSTRUCTION 

DISPUTES? 

Call  the  undisputed 
construction  experts. 

wagner  •  hohns  •  inglis  •  inc. 

208  HIGH  STREET 
MOUNT  HOLLY,  NEW  JERSEY  08060 
609-261-0100 


LA  CRESCENTA,  CA 
SAN  FRANCISCO.  CA 
TAMPA.  FL 
KANSAS  CITY  MO 
MANDEVILLE.  LA 
WASHINGTON,  D  C 


Please  send  us  your  free  brochure  on  WHI  claims  services. 
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WHY  FIGHT  IT? 


The  numbers  are  in  for  the  second 
quarter-and  PENTHOUSE  IS  UP  10% 
IN  AD  PAGES  compared  with  the  same 
period,  1982.  We've  got  190  pages  of 
ads  in  the  second  quarter  alone.  In  this 
tight-belt  economy,  that's  saying 
something. 

PENTHOUSE  costs  $22,358  a  page  less  than 
competitor  Playboy  while  delivering  virtually  the 
same  audience. 

PENTHOUSE  doesn't  charge  10%  EXTRA,  or 
more,  for  bleed  like  Playboy,  Time,  Newsweek, 
or  Sports  Illustrated. 


PENTHOUSE  readers  spend  more  reading 
time  per  page  with  their  magazine  than  the 
readers  of  Playboy  do.  And  88%  read 
PENTHOUSE  at  home. 

PENTHOUSE  has  more  primary  readers  who 
"plunk"  down  full  price  at  the  newsstand  every 
month  than  Playboy,  Time,  Newsweek,  and 
Sports  Illustrated  combined. 

Well  over  one  third  of  PENTHOUSE  readers 
say  they  are  influenced  to  try  the  products  that 
appear  in  PENTHOUSE. 

That's  why  PENTHOUSE  is  up  10%. 


PENTHOUSE 

WHY  FIGHT  IT! 


Sources:  SRDS.  MRI  Fall  1982.  ABC  12  82.  Yankelovich  1981 


Taxing  Matters 

basis  and  gets  a  healthy  fee,  usually 
|  equal  to  50%  of  the  first  two  years' 
I  reduction.  "Of  course,  we  only  take 
on  cases  where  we  think  a  savings  can 
I  be  achieved,"  says  Hill.  "As  a  rule,  we 
won't  look  for  a  new  job  where  the  tax 
bill  is  less  than  $100,000  a  year." 

Some  tax  discrimination  against 
businesses  is  more  subtle  than  unfair 
valuations.  Assessors  may  insist  that 
"soft"  costs,  such  as  architects'  fees, 
be  added  to  the  market  value  of  build- 
ings. Or  mothballed  facilities  may  be 
;  taxed  as  if  they  were  still  running  full 
blast.  For  example,  Geo  Space,  Inc. 
bought  an  auto  manufacturing  plant 
in  Dallas  that  Ford  had  closed  down  in 
the  mid-1970s.  Tenenbaum-Hill  con- 
\  vinced  local  officials  to  reduce  their 
I  assessment  by  61%,  because  the  fa- 
!  cility's  new  use  was  as  a  warehouse. 
;  Geo  Space  saved  more  than  $200,000 
yearly  in  taxes. 


"Property  tax  is  the  only 
subjective  tax  in  this  coun- 
try," says  Hill.  "So  it's  rela- 
tively easy  to  tax  a  busi- 
ness facility  at  a  higher 
rate  than  a  residence." 


What  jurisdictions  give  business 
j  the  best  tax  treatment?  Surprise.  One 
i  of  them  is  Washington,  D.C.  It  reas- 
|  sesses  all  property  once  a  year.  Since 
i  homes  change  hands  more  frequently 
;  than  businesses,  they  wind  up  on  the 
:  books  at  proportionately  higher  mar- 
ket values. 
Much  the  same  thing  happens  in 
i  California.  After  Proposition  13,  the 
!  legislature  mandated  full  1975  mar- 
|  ket  value  assessments,  with  2%  an- 
nual increases.  It  also  provided  for 
j  reassessment  every  time  property 
i  changes  hands — a  provision  that 
i  maximizes  the  value  of  high-turnover 
j  residential  real  estate. 

Business  and  industry,  on  the  other 
hand,  pay  the  biggest  part  of  the  tax 
bill  in  Missouri,  Minnesota  and  Cook 
County,  111.  Business  real  estate  in 
these  locations  typically  supplies 
55%  or  so  of  the  property  tax  rev- 
enues, when  market  value  is  far  less, 
Tenenbaum  says. 

"Property  tax  is  the  only  subjective 
j  tax  in  this  country,"  says  Hill.  "So  it's 
i  relatively  easy  for  a  town  to  tax  a 
business  facility  at  a  higher  rate  than 
!  a  residence."  Doing  something  about 
it,  though,  is  a  little  more  complicat- 
ed. But  you  can  fight  City  Hall — if  you 
want  to. — Ben  Weberman 
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In  Dallas 
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Opened  as  recently  as  the  autumn  of  1980.  this  magnificent  hotel  is  the  first 
of  such  style  in  the  American  Southwest.  It  provides  hospitality  in  the  grand  manner; 
the  finest  of  modern  facilities  and  comfort,  with  personal  service  and 
attention  to  detail  in  the  classic  European  tradition. 

ATrusthouse  Forte  Exclusive  Hotel. 

Ibj  clh^JeadinfHotelsofth^World^ 

For  reservations  call  toll-free:  800-223-5672  nationwide: 
212-541-4400  in  New  York  City:  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
Write  for  free  information  kit  on  Clayton's  advantages  for  your 
Mid-America  office  to:  lames  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105. 


CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Group,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 
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On  the  Docket 


Legal  trends  that  affect  your  business  and  investments 


What's  the  difference  between  a  handbag 
and  a  shopping  bag  or  a  phonograph  and 
a  toy  part?  Answer:  millions  of  dollars. 

Eccentric 
customs 


By  Richard  Greene 

Attention,  corporate  officers  who 
.stay  up  late  worrying  about  reduc- 
ing taxes:  You  may  be  giving  Uncle 
Sam  all  sorts  of  money  you  don't  have 
to.  And  not  through  the  IRS,  either, 
but  through  duties  you  don't  really 
have  to  pay  on  imported  goods. 

Take  blue  jeans.  Styles  with  orna- 
mental stitching  have  a  higher  duty 
than  unadorned  jeans.  But  all  you 
need  do  is  find  a  function  for  that 
stitching — holding  on  the  back  pock- 
et, for  example — and  your  customs 
fees  will  be  lower. 

Attorney  Irving  Mandel  is  a  found- 
ing partner  of  Mandel  &  Grunfeld,  the 
nation's  largest  law  firm  specializing 
in  customs  matters.  He  thinks  that 
many  large,  publicly  held  companies 
are  ignoring  opportunities  to  cut  im- 
port duties.  You  would  expect  him  to 
say  that,  of  course.  Listen  to  Mandel 
for  a  while,  however,  and  his  point 
comes  home.  Customs  tariffs  are  a 
hodgepodge  of  fine  print,  generally 
written  for  special  interest  groups.  In- 
terpretation is  hairsplitting  of  the 
most  ridiculous  sort,  but  doing  it  suc- 
cessfully can  save  big  money. 

Take  the  case  of  The  Digital  Watch- 
es That  Weren't.  Historically,  watch 
importers  paid  duties  on  three  sepa- 
rate components:  the  movement,  the 
casing  and  the  band.  But  digital 
watches  have  no  moving  parts,  which 
means  no  watch-movement  duty. 

When  the  courts  accepted  that  log- 
ic, customs  officials — after  a  bit  of 
legal  pressure — deemed  the  guts  of 
digitals  to  be  "electionic  articles  not 
provided  for  elsewhere,"  which  have  a 
lower  duty.  Presto,  importers  saved 
up  to  50  cents  on  each  watch  with  a 
wholesale  prices  of  $3.  Multiply  that 


by  millions  of  cheap  watches  coming 
into  the  U.S.  each  year,  and  you  have 
a  fair  bit  of  cash. 

It  doesn't  end  there.  Mandel:  "We 
argued  that  since  there  is  no  longer  a 
watch  movement,  this  is  no  longer  a 
watch.  Therefore,  there's  no  reason  to 
treat  the  band  separately  anymore. 
The  band  is  included  with  the  'elec- 
tronic article  not  provided  for. '  "  Addi- 


tional saving:  about  8  cents  per  watch. 

Then  there's  The  Great  Tote  Bag 
Controversy.  Here  the  question  was 
whether  tote  bags  are  handbags  or 
shopping  bags.  Mandel  wanted  them 
to  be  classified  as  handbags,  which 
had  the  lower  duty.  He  took  the  mat- 
ter to  court.  "Policemen  testified  that 
these  weren't  secure  enough  to  be 
handbags  because  people  were  having 
wallets  stolen  from  the  tote  bags," 
recalls  Mandel.  "But  that  ultimately 
worked  against  the  government.  If 
people  were  complaining  about  losing 
wallets,  then  they  were  using  these 
things  as  handbags." 

The  cases  go  on:  Are  frogs  legs  fish 
or  fowl?  Are  doll  voices  phonographs 
or  toy  parts?  Are  artificial  flowers 


with  no  metal  wire  really  artificial 
flowers?  If  you  think  that  all  the  im- 
portant issues  will  be  settled  soon, 
crease  no  brows  for  the  customs  law- 
yers. In  1985  the  government  will  in- 
troduce an  entirely  new  set  of  duties. 
"That,"  says  Mandel,  "is  like  an  an- 
nuity act  for  us." 


Perry  Mason  v. 
Marcus  Welby 

Pull  up  your  seats,  ladies  and  gentle- 
men, for  a  classic  confrontation:  It's 
the  lawyers  versus  the  doctors.  But 
before  you  enjoy  the  fun,  remember  we 
all  have  a  stake  in  the  outcome. 

The  fight  is  over  malpractice  laws. 
Several  states,  such  as  Florida,  Illi- 
nois, Michigan  and  New  York,  are 
considering  more  stringent  malprac- 
tice statutes. 

In  New  York,  for  example,  the  new 
law  would: 

•  Set  a  $100,000  limit  on  damages 
for  noneconomic  causes,  what  the 
lawyers  call  "pain  and  suffering." 

•  Provide  for  payment  of  damages 
over  a  period  of  years,  through  annu- 
ities, instead  of  entirely  up  front. 

•  Limit  legal  fees  to  10%  of  any 
amount  over  $100,000. 

•  Make  several  changes  designed  to 
control  the  kinds  of  malpractice  cases 
that  can  go  to  trial  and  the  back- 
grounds of  doctors  who  can  testify  as 
expert  witnesses  in  those  cases. 

The  situation  needs  remedying: 
Greedy  doctors  are  not  the  only  cause 
of  spiraling  medical  costs;  greedy  law- 
yers are  getting  their  share,  too.  The 
average  paid  on  malpractice  claims  in 
New  York  rose  from  $36,000  in  1976 
to  $1 15,000  last  year.  That's  the  aver- 
age. Many  mount  into  the  millions. 
And  the  lawyers  usually  get  33%  of 
that.  Not  bad. 

As  one  would  expect,  however, 
malpractice  attorneys  are  vocally  op- 
posed to  the  new  legislation.  "Why 
should  the  man  who  puts  out  a  prod- 
uct that  causes  someone  harm  follow 
a  different  code  than  doctors?"  huffs 
Charles  Kramer  of  Dillof,  Tessel,  Duf- 
fy and  Moore.  "There  is  no  justifica- 
tion for  doctors — the  most  affluent 
professionals — to  get  these  benefits  at 
the  expense  of  their  victims." 

Of  course,  Kramer's  argument  that 
the  doctors  shouldn't  get  help  just 
because  they  make  good  money 
doesn't  hold  water.  In  the  real  world, 
the  doctors  don't  pay  anyway;  the 
public  does. — R.G. 
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And  its  protection  is  designed 
by  Rollins  Burdick  Hunter. 


NEW  YORK -The  Verrazano-Narrows  Bridge.  Millions  of 
tons  of  concrete.  Enough  wire  cable  to  encircle  the  globe. 
Twin  steel  towers  so  far  apart,  they  were  built  to  conform 
to  the  curvature  of  the  earth. 

To  build  the  Verrazano,  the  Tri-Borough  Bridge  Authority 
needed  the  help  of  building  experts.  And  when  they  needed 
a  protection  plan  for  everything  from  tornado  to  third  party 


liability  the  Authority  called  in  another  kind  of  expert. 

The  experts  of  Rollins  Burdick  Hunter. 

Let  us  put  together  a  team  targeted  specifically  to  you 
and  your  company's  needs.  A  team  that  will  strive  to  go 
beyond  the  traditional  in  protecting  your  assets. 

Just  like  we  did  on  this  little  job  in  New  York. 


RQLLINS  BURPICK, 
HUNTER, 

Taking  Risk  Out  of  Risk  Management  Worldwide. 


Headquarters:  1 0  South  Riverside  Plaza,    Chicago,  60606     3 1 2-454-1 400 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


What  belongs  to  you  when  you  change 
jobs?  Take  even  your  Rolodex,  and  you 
could  be  sued  by  your  ex-employer. 


Who  owns 
your  brains? 


By  Kevin  McManus 


(continued from  the  cover) 

.  .  .  the  company's  parent,  RCA,  was 

known  to  be  ready  to  sell  it. 

The  question  raised  in  the  Vittoria 
case  is  rock-bottom  fundamental: 
What  right  does  an  executive  have  to 
use  what  he  or  she  learned  in  one  job 
at  a  new  job  at  another  company-  It's 
not  an  easy  question,  and  there  are  no 
simple  answers.  This  is  not  a  question 
of  secret  formulas  or  of  patents  or  of 
working  prototypes,  but  of  matters 
that  are  far  more  subtle.  As  the  rising 
number  of  lawsuits  testifies,  employ- 
ers feel  increasingly  forced  to  throw 
legal  obstacles  in  the  path  of  employ- 
ees aiming  to  work  for  the  opposition 
or  set  up  their  own  competing  shops. 
After  all,  competitors  do  lure  away 
key  people  just  for  what  they  know  of 
a  given  process  or  marketing  plan. 
Venture  capitalists  are  always  waiting 
in  the  wings,  ready  to  back  a  good 
idea.  And  executives  are  increasingly 
immune  to  sentiments  like  loyalty. 
Peter  Rabinowitz,  president  of  the 
Boston  recruiting  firm  P.A.R.  Asso- 
ciates, puts  it  very  well:  "Job  candi- 
dates are  saying  to  me,  'I  wasn't  too 
crazy  about  going  to  IBM  or  TI  and  all 
the  bureaucracy  that  went  with  it,  but 
I  knew  it  would  be  a  good  ticket.'  "  Is 
that  stealing?  Or  just  being  smart? 
Increasingly  the  courts  are  having  to 
decide. 

At  high-tech  companies  especially, 
you  can  easily  run  afoul  of  these  ques- 
tions when  you  jump  ship.  Computer 
industry  leader  IBM,  for  example,  is 


breaking  new  legal  ground  as  it  stalks 
ex-employees  it  thinks  are  walking 
away  with  the  company  jewels.  "IBM 
is  sort  of  the  trend  setter  in  litiga- 
tion," notes  Steven  Brill,  publisher  of 
American  Lawyer  "And  computer 
technology  is  just  one  area.  We  see 
law  firms  developing  specialties  in 
different  kinds  of  trade-secret  litiga- 
tion that  just  didn't  exist  before." 

One  law  firm,  Brown  &.  Bain  of  Palo 
Alto,  which  does,  indeed,  specialize 
in  trade-secret  litigation  and  numbers 
IBM  among  its  clients,  is  swamped. 
"Business  is  very  good,"  says  Philip 
Berelson,  a  partner  in  the  firm.  "We 
have  more  requests  for  our  services 
than  we  can  really  handle  out  of  this 
office  at  this  time." 

It's  hard  to  predict  under  what  cir- 
cumstances an  employer  will  actually 
sue  a  defector,  let  alone  who  will  win 
in  court.  But  the  particulars  of  some 
recent  cases  offer  guidelines.  One  is 
obvious:  The  better  your  chances  of 
doing  real  damage,  the  heavier  the 
lawyers  come  down.  The  Hertz  com- 
plaint against  Avis,  for  example,  con- 
tains a  number  of  charges,  including 
breach  of  contract  and  pirating  of  em- 
ployees. But  the  most  serious  one  al- 
leges that  Vittoria  conspired  with 
Avis  to  steal  key  information  from 
Hertz  before  he  resigned. 

Here  are  some  recent  suits  involv- 
ing giant  companies: 

•  In  California  IBM  is  suing  a  group 
of  former  employees  who  recently 
started  a  company  called  Cybernex 
Corp.  to  make  thin-film,  read/write 
recording  heads.  These  tiny,  intricate 


Joseph  Vittoria,  then  president  of  Hert: 
Europe,  meets  with  Avis' J.  Patrick  Bar 
rett  while  awaiting  a  London  flight 


devices  go  into  disk  drives  for  the 
kind  of  computer  that  supports  the 
work  of,  say,  airline  reservation 
clerks.  IBM  alleges  that  the  employ- 
ees, who  helped  develop  such  devices; 
at  IBM,  misappropriated  its  technolo- 
gy when  they  set  up  Cybernex. 

•  In  Houston,  Texas  Instruments 
has-charged  a  group  of  former  employ- 
ees with  using  TI  trade  secrets  in  set- 
ting up  a  personal  computer  com- 
pany. The  upstart,  Compaq  Computer 
Corp.,  has  filed  a  countersuit  claim- 
ing that  TI  is  trying  to  drive  it  out  of 
business. 

•  In  Boston  last  year,  Merrill  Lynch 
sued  Jeffrey  Wilgus,  a  broker  who  had 
resigned  to  join  Bache  in  the  same 
city.  There  the  issue  was  Wilgus'  soi 
hcitation  of  his  Merrill  Lynch  clients 
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After  joining  Avis  in  1982,  taking  IS  executives  with  him,  Vittoria  (left)  was  sued  for  stealing  trade 
secrets  and  breaking  his  contract.  Having  been  demoted  at  Hertz,  Vittoria,  now  president  of  Avis, 
calls  the  charges  "nonsensical."  The  case  is  still  pending. 


after  he  departed — an  act  forbidden  by 
his  contract. 

In  the  IBM  case,  Cybernex  is  ac- 
cused of  misappropriating  virtually 
the  entire  IBM  process  for  making  re- 
cording heads.  According  to  the  com- 
plaint, "It  is  inconceivable  that  an 
organization  could  have  duplicated 
IBM's  thin-film  head  production  pro- 
cess without  access  to  IBM  trade  se- 
crets and  confidential  information, 
especially  in  the  short  period  the 
founder  defendants  and  Cybernex  de- 
voted to  this  effort." 

Cybernex  set  up  its  San  lose,  Calif, 
production  facility  in  less  than  eight 
months  and  began  shipping  proto- 
types of  its  product  less  than  a  year 
after  that.  IBM  claims  to  have  spent 
14  years — "an  arduous  process  of  trial 


and  error" — perfecting  its  process. 

Responds  Cybernex  cofounder  and 
President  William  Klein:  "About  ten 
companies  make  this  product.  We 
have  independently  developed  what 
we  think  is  a  much  better  process 
than  most  of  them  have,  and  many  of 
the  people  involved  never  worked  for 
IBM." 

Figuring  out  who  is  right  has  led  the 
judge  into  such  a  technical  maze  that 
he  has  enlisted  the  aid  of  a  patent 
attorney.  Significantly,  he  has  not  is- 
sued an  injunction  to  put  Cybernex 
out  of  business — as  IBM  requested — 
while  he  studies  the  charges. 

Whatever  the  outcome,  IBM's  ac- 
tion by  itself  sends  all  its  employees  a 
message:  Hands  off  company  ideas.  It 
frequently  does  so,  even  in  its  annual 


report:  "Our  investments  in  research 
and  development  and  the  innovative 
ideas  of  our  employees  are  IBM's 
stake  in  the  future.  We  will  do  every- 
thing appropriate  to  safeguard  those 
assets." 

A  1982  case  left  no  doubt  that  that 
warning  has  teeth.  IBM  sued  three 
executives  for  starting  a  company 
while  still  employed  by  IBM.  The  sole 
purpose  of  the  firm,  Bridge  Technolo- 
gy, apparently  was  to  sell  design  infor- 
mation about  unannounced  IBM 
products  in  the  personal  computer 
field.  Within  weeks  of  filing  a  23-page 
amended  complaint,  IBM  won  an  in- 
junction that  prevented  the  employ- 
ees from  designing  or  making  any 
computer  products  at  issue  in  the  case 
for  three  years.  The  court  also  ordered 
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the  employees — two  senior  engineers 
and  a  marketing  executive — to  give 
back  to  IBM  portions  of  the  salaries 
they  were  paid  before  being  fired  in 
September  1982. 

The  Texas  Instruments  dispute 
with  Compaq  Computer,  while  simi- 
lar to  IBM's  case  against  Cybernex, 
illustrates  the  use  of  a  countersuit  as 
part  of  a  defense.  A  group  of  TI  em- 
ployees, led  by  Joseph  Canion,  broke 
away  from  the  company  in  late  1981 
and  early  1982.  They  formed  Compaq 
to  produce  and  market  a  personal 
computer.  Entrepreneurial  daring  be 
damned,  TI  alleges  that  Compaq  em- 
ployees stole  trade  secrets  and  in- 
fringed a  number  of  TI  patents  in 
making  its  computer.  Compaq  calls 


all  of  those  patents  invalid,  unen- 
forceable or  not  infringed  upon.  Fur- 
thermore, reads  its  countersuit, 
"None  of  the  former  TI  employees 
were  requested  to  divulge  or  use  any 
confidential  information  of  TI  in  their 
work  for  Compaq." 

Trade  secrets  are  also  at  issue  in  the 
Hertz-Avis  case,  but  the  court  docu- 
ments are-rich  with  accusations  of  the 
sort  of  wrongdoing,  mainly  on  the 
part  of  Joseph  Vittoria,  that  any  dis- 
contented, sought-after,  top-level  ex- 
ecutive could  blunder  into. 

The  dispute  seems  to  center  on  Vit- 
toria's  actions  between  early  February 
and  mid-April  of  last  year.  In  January 
1982  Vittoria  had  been  sent  to  London 
as  president  of  Hertz  Europe.  He  says 
he  was  unhappy  about  the  assignment 
because  it  was  a  demotion  (his  pre- 
vious title  was  vice  chairman)  and 
because  he  did  not  want  to  move  his 
family  to  London.  He  began  to  com- 
mute, returning  to  New  York  every 
other  weekend.  He  also  put  out  feelers 
for  another  job. 

On  Thursday,  Feb.  4,  as  he  was  at 


home  packing  for  a  flight  back  to  Lon- 
don, he  got  a  call  from  an  executive 
recruiter  doing  a  search  for  Avis.  "Did 
you  know  Avis  was  looking  for  a 
president?"  he  was  asked.  No,  Vit- 
toria said,  but  he  was  interested.  The 
recruiter  arranged  for  him  to  meet 
later  that  day  with  Avis  CEO  J.  Pat- 
rick Barrett.  The  spot  they  agreed  on 
was  the  TWA  Ambassador  Lounge  at 
Kennedy  Airport,  not  far  from  Avis' 
Long  Island  headquarters. 

At  that  meeting  Barrett  confirmed 
that  Avis  was  looking  for  a  president, 
but  nothing  was  settled.  Two  weeks 
later  they  met  again,  at  the  Sky  Club 
in  Manhattan,  but,  again,  no  commit- 
ment was  made.  In  mid-March  Vit- 
toria learned  from  another  recruiter  in 
London  that  the  Avis  presidency  had 
been  given  to  Howard  Miller,  and  Vit- 
toria was  asked  if  he  was  interested  in 
the  job  of  executive  vice  president.  He 
said  he  was. 

On  his  next  visit  home,  on  Mar.  25, 
Barrett  asked  Vittoria  to  dinner  on 
Long  Island  and  there  offered  him  the 
executive  vice  presidency  of  Avis. 


Joseph  Canion,  ex-Tl  executive  and  now  president  of  Compaq  Computer  Corp.,  and  his  "better  mousetraps" 
Texas  Instruments  charges  Canion  and  other  ex-Tl  men  used  secret  data  and  infringed  patents  in 
making  Compaq's  personal  computer.  Compaq  denies  it  all,  and  is  countersuing. 
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Vittoria  accepted.  "It  was  a  verbal 
agreement,"  he  explains.  "I  knew  it 
was  good,  but  I  didn't  want  to  resign 
from  Hertz  until  I  had  the  offer  in 
writing.  I  went  back  to  London  and 
conducted  business  as  usual." 

On  his  next  visit  home,  at  Easter, 
Vittoria  received  Avis'  offer  in  writ- 
ing. The  following  Monday,  Apr.  12, 
he  tendered  his  resignation  to  Hertz 
President  Bennett  Bidwell.  "Ben 
asked  me  to  give  him  a  couple  of 
days,"  he  recalls.  "Two  days  later,  on 
Apr.  14,  I  went  back  to  him  and  he 
offered  me  full  pay  to  go  home  and  not 
work  for  a  year  and  a  half,  until  my 
contract  ran  out."  (In  an  affidavit,  Bid- 
well  said  he  offered  Vittoria  full  pay  to 
act  as  a  consultant  to  Hertz,  and  that 
Vittoria  told  Bidwell  that  he  "prob- 
ably would  not"  end  up  working  for  a 
competitor.)  Vittoria  went  to  Avis  in- 
stead, and  was  later  followed  by  about 
15  Hertz  executives.  He  was  eventu- 
ally named  president. 

Hertz  is  arguing  that  the  Kennedy 
Airport  meeting  and  others  were  not 
for  the  purpose  Vittoria  has  described. 
In  a  court  memorandum  Hertz  claims 
that,  for  a  period  early  in  1982,  Vit- 
toria was  essentially  "serving  two 
masters."  Specifically,  he  is  alleged  to 
have  taken  an  "eight-day  tour 
through  Europe  gathering  Hertz'  doc- 
uments and  trade  secrets." 

The  accusation  is  "nonsensical," 
says  Vittoria,  who  believes  the  suit  is 
simply  a  tactic  to  impede  Avis. 
"Hertz  is  a  very  aggressive  company," 
he  says.  "They've  owned  No.  1  for 
years  and  they  guard  that  jealously. 
When  someone  comes  along  with  any 
kind  of  a  real  threat,  they  unleash  all 
the  weapons  in  their  arsenal." 

State  Supreme  Court  Judge  Leonard 
Cohen,  who  is  hearing  the  case,  con- 
ceded in  an  interview  that  he  is  not 
sure  whether  there  are  trade  secrets  in 
the  car  rental  business.  In  any  event, 
last  January  he  ordered  Avis  to  return 
to  Hertz  a  number  of  documents  that 
were  supposedly  taken  to  Avis  by  de- 
parting Hertz  employees.  However, 
and  more  important,  he  refused  to 
grant  Hertz'  request  that  Vittoria  and 
I  other  former  Hertz  employees  be  for- 
bidden to  keep  working  for  Avis.  The 
case  could  still  come  to  trial. 

An  interesting  facet  of  the  dispute 
is  Vittoria's  contract  with  Hertz, 
which  specifically  forbade  him  to 
compete  with  his  employer  for  two 
years  after  he  left  the  company — a 
"restrictive  covenant."  Vittoria  con- 
tends that  Hertz  itself  broke  that  con- 
tract first,  by  demoting  him.  Judge 
Cohen  appears  to  agree  since  he  has 
not  stopped  Vittoria  from  working 
for  Avis. 


Boston  stockbroker  Jeffrey  Wilgids  with  subpoena  from  Merrill  Lynch 
Jumping  to  rival  Bache,  ex-Merrill  Lyncher  Wilgus  took  his  client  list 
with  him,  against  his  contract.  Merrill  sued.  Wilgus  paid  $12,500  in 
damages,  but  managed  to  keep  his  new  job — and  the  client  list. 
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.HE  GUI  THAT  SET 

THE  STANDARD  NOV 

EXERCISES  ITS 
RIGHT  TO  RAISE  IT. 


BMW  INTRODUCES 
THE  318i. 

The  year  was  19 7 7.  The  na- 
tion was  between  fuel  crises 
and  the  automotive  industry 
had  decided  that  performance 
doesn't  sell. 

BMW  introduced  the  320i, 
one  of  those  rare  automo- 
biles that  seems  to  usher  in  the 
era  in  which  it  appears.  It  be- 
came "the  quintessential  sports 
sedan". .  ."the  sort  of  car  en- 
thusiasts turn  into  legend"  (Car 
and  Driver).  And  it  proved  an 
entire  industry  wrong. 

Now  that  car  has  ushered 
in  its  successor.  And  proved 
an  entire  industry 
late. 


A  REFUSAL  TO  REINVENT 
THE  AUTOMOBILE. 

The  318i  is  built  on  the  be- 
lief that  cars  that  are  annu- 
ally new  find  themselves  at  a 
permanent  disadvantage  to 
those  that  are  annually  better. 

The  reason  is  obvious: 
There's  never  time  enough  to 
refine  something  you're  for- 
ever reinventing. 

The318i  is,  in  contrast,  one 
of  the  most  refined  sports 
sedans  BMW  has  ever  built. 

Its  redesigned  fully-indepen- 
dent suspension  represents 
a  maturing  of  a  design 
bred  on  race- 


courses, and  provides  ever 
greater  adhesion.  "Its  hanc 
and  roadholding,"  previewe 
one  automotive  journalist, " 
magnificent." 

A  new  L-Jetronic  fuel-ir 
tion  system  helps  extract  ev 
more  exuberance  (and  tore 
from  an  already  willing  engi 

A  new  power  steering  s> 
tern  matches  the 
degree  of  pow^ 
er  assis- 
tance 
to 


ing  conditions,  providing 
re  at  lower  speeds  and  less 
ligher — while  never  insu- 
ig  the  driver  from  a  tactile 
areness  of  the  road. 
Its  technology  has  ad- 
ced.with  such  additions  as 
analog  fuel  economy  indi- 
)rand  an  electronic  system 
t actually  calculates 
?n  routine  service  is  needed . 
Its  aerodynamics  are  im- 
y/ed,  lowering  wind  resis- 
pe  without  resorting  to  the 
jge-on-wheels  architec- 
|  that  many  cars  adopted 
idd  a  couple  of  mpg's  to 
lei  efficiency  figure. The 
)i  has  managed  that,  too— 
yenng  a  remarkable  EZ 
,  38  highway. 


(EPA  fuel  efficiency  figures 
for  comparison  only, 
r  actual  mileage  may  vary, 
ending  on  speed,  weather 


and  length  of  trip;  actual  high- 
way mileage  will  most  likely  be 
lower.) 

It  is  also  roomier,  quieter, 
and  otherwise  better  in  vir- 
tually every  way  an  automobile 
can  be  better— including  the 
most  important  way.  The  318i 
is  a  balanced  car,  a  match- 
ing rather  than  just  a  gather- 
ing of  parts  and  systems, 
and  as  close  to  perfect  equilib- 
rium as  a  car  in  its  price  class 
has  ever  come. 

AN  INVESTMENT 
NOT  A  SPECULATION. 
BMW  recognizes  that 
there's  no  such  thing  as  a  car 
worth  buying  regardless 
of  price.That  price  must  be  jus- 
tified—justified when  it's 
bought,  while  it's  being  driven, 
and  later  when  it's  sold. 

BMW's  perform  well  in  all 
tenses.  Free  from  programmed 
obsolescence, 
ind  supported 


buyers  better  able  to  recog- 
nize and  pay  for  quality,  the 
BMW3-Senes  has  traditionally 
retained  its  resale  value  far 
better  than  most  other  automo- 
biles. (Source:  NADA  Used- 
Car  Guide.) 

It's  also  backed  by  one  of 
the  most  confident  warranties: 
a  3-year/36,000-mile 
limited  warranty  and  a  6-year 
limited  warranty  against  rust 
perforation. 

(Warranty  applies  to  new  au- 
tomobiles purchased  from 
authorized  U.S.  BMW  dealers 
only.  See  your  BMW  dealer 
for  details.) 

In  short,  the  318i  is  a  new 
car  that  arrives  without  the 
conventional  handicaps  of  the 
new-and-untried— a  car 
that  elevates  the  admission  re- 
quirements for  all  cars  ask- 
ing to  be  taken  seriously  as 
sports  sedans. 

We  invite  you  to  visit  and 
test  drive  the  new  stan 
dard  at  a  BMW  dealer 


near  you. 

THE  ULTIMATE  DRIVING  MACHINE. 

1983  BMW  of  North  America,  Inc.  The  BMW  trademark 
and  logo  are  registered.  European  Tourist  Delivery  can 
be  arranged  through  your  authorized  U  S  BMW  dealer. 
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By  and  large,  noncompete  contracts 
such  as  Vittoria's  are  being  looked  at 
skeptically  by  judges.  "In  effect,  they 
attempt  to  deprive  people  of  making  a 
living  after  leaving  jobs,"  says  Joseph 


Auerbach,  a  practicing  attorney  and  a 
professor  at  the  Harvard  Business 
School,  "and  the  courts  are  not  going 
to  do  that — with  a  signed  contract  or 
without  one." 

Jeffrey  Wilgus,  the  broker  sued  by 
Merrill  Lynch,  signed  a  noncompete 
agreement  when  he  joined  Merrill  in 
1975.  In  January  1981  he  quit  the 
firm's  Boston  office  and  went  to  work 
for  Bache  in  the  same  city.  Upon  ar- 
riving at  his  new  job,  Wilgus  wrote 
letters  to  about  70  of  his  biggest  cus- 
tomers at  Merrill,  asking  them  to  stay 


with  him  at  Bache.  Merrill  sued,  cit-j 
ing  the  noncompete  agreement  he  had 
signed,  and  asked  $900,000  in  dam- 
ages (thrice  Wilgus'  gross  production 
in  1 98 1 ).  Wilgus  ended  up  paying  Mer- 
rill Lynch  $12,500,  but  he  was  alj 
lowed  to  keep  all  his  clients. 

But  the  Vittoria  and  Wilgus  cases 
should  not  be  taken  as  evidence  that 
courts  will  shoot  down  all  noncom- 
pete agreements.  Rather,  says  Stanley 
Lieberstein,  author  of  Who  Owns  What 
Is  in  Your  Head?,  the  courts  regard  un- 
favorably those  agreements  that  are 


McLitigation 


Like  any  innovative  industry  leader,  McDonald's 
Corp.  often  loses  employees  it  would  dearly  love  to 
retain.  But  nowadays,  when  key  executives  depart  the 
company,  they  may  find  it  difficult  to  escape  the  long 
shadow  of  the  golden  arches.  One  former  executive, 
who  insists  on  anonymity,  feels  he  is  still  in  the  com- 
pany's shadow,  years  after  leaving.  Is  he  persecuted? 
Paranoid?  Read  on. 

The  former  employee  (we'll  call  him  McEx)  was  an 
expert  in  market  research — sensitive  territory  for  any 
major  marketer.  He  quit  to  join  a  competitor  a  few 
years  ago,  taking  with  him  a  large  batch  of  papers. 
McDonald's  soon  served  up  a 
lawsuit,  alleging  he  walked 
away  with  company  secrets. 

Before  launching  the  law- 
suit, within  a  few  days  of  his 
leaving,  McDonald's  sent  a 
letter  to  McEx  warning  him 
not  to  divulge  any  "confiden- 
tial information"  regarding  a 
number  of  activities.  Among 
them  were  marketing,  adver- 
tising, training  methods, 
profit  margins,  raw  materials 
prices,  selling  prices  and  op- 
erations procedures. 

The  letter  further  request- 
ed a  meeting  with  McEx,  at 
which  he  would  be  asked  to 
return  any  written  materials 
he  had  taken  from  McDon- 
ald's and  also  would  sign  an 
agreement  not  to  divulge  any 
company  trade  secrets  to  his 
new  employer. 

McEx  declined  the  invita- 
tion to  the  meeting.  McDon- 
ald's promptly  filed  suit  in 
McEx'  new  home  state.  The 
company  managed  to  win  a 
temporary  restraining  order 
that  McEx  says  effectively 
meant  he  could  not  perform 
any  market  research  for  his 
new  employer.  He  was  there- 
after relegated  to  less  impor- 
tant work. 

Twelve  weeks  after  the 
suit  was  filed,  McEx  turned 


— tfr 


over  to  McDonald's  a  carton  of  papers  he  had  taken 
with  him.  McDonald's  claims  they  contained  "sensi- 
tive information."  McEx  maintains  they  were  "just  a 
bunch  of  junk" — tools  of  his  trade,  available  to  anyone 
in  the  business. 

Still,  the  injunction  stuck,  and  the  new  employer 
would  not  let  McEx  do  what  he  had  been  hired  to  do. 
"The  court  found  merit  in  our  claim  that  there  was 
confidential  information  that  was  worthy  of  protec- 
tion," says  McDonald's  general  counsel,  Shelby  Yas- 
trow.  "That's  not  to  say  he  would  have  divulged  that 
information.  But  there  are  certain  things  you  don't 
take  a  chance  on."  Finally, 
5V2  months  after  the  suit 
was  filed,  the  case  was  set- 
tled out  of  court.  McEx 
agreed  not  to  use  informa- 
tion gained  on  the  job  with 
McDonald's  in  his  new  em- 
ploy. But  the  issue  had  be- 
come academic.  Disenchant- 
ed with  his  new  non-job,  and 
aware  that  his  employer  was 
viewing  him  as  more  of  a 
problem  than  an  asset,  McEx 
left  his  new  job.  He  is  now 
employed  by  another  food 
chain,  not  involving  fast 
food  restaurants. 

Why  was  he  sued  in  the 
first  place?  For  two  .reasons, 
he  believes.  First,  McDon- 
ald's wanted  to  slow  down 
the  competition,  and — 
whether  or  not  he  was  a 
threat — suing  him  was  one 
way  of  doing  that.  Second, 
McDonald's  wanted  to  set  an 
example  for  other  would-be 
ship-jumpers. 

Shelby  Yastrow  says  that 
J  in  spite  of  McEx'  worries, 

McDonald's  has  no  interest 
in  trying  to  make  more  trou- 
lL  ble  for  the  executive.  "He's 

very  good  at  what  he  does," 
says  Yastrow,  "and  he's  a 
nice  guy.  It  was  an  unfortu- 
nate thing.  I  think  he's  sorry 
it  happened." — K.M. 


McDonald's 


A  market  researcher  left  McDonald's  for  a 
competitor.  It  sued  him,  and  won,  though 
he  had  signed  no  contract. 
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How  dareThe  Glenlivet 
be  so  expensive? 


How  dare  we  place  such 
a  premium  on  our  12-year-old 
Scotch?  The  same  reason  vintage 
wines  and  fine  cognacs  are  so 
expensive.  Superior  taste.  Just 
one  sip  and  you'll  know  that 
The  Glenlivet  has  a  taste  that's 
decidedly  superior. 

The  Glenlivet  is 
Scotland's  first  and  finest  single 
malt  Scotch.  Nothing  but 
100%  Highland  malt  whisky, 
distilled  from  natural  spring 
water  and  fine  malt  barley, 
aged  in  oaken  casks,  just  as  it 
always  has  been. 
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Only  our  time-honored 
methods  can  truly  achieve 
The  Glenlivet's  unequaled  taste. 
A  taste  that  sets  it  apart.  Its 
smoothness,  body  and  bouquet 
are  qualities  found  only  in  this 
unique  Scotch. 

Of  course,  you  may  elect 
to  purchase  a  good  Scotch  that's 
less  expensive.  But  for  a  truly 
superior  taste,  you  have  to  pay 
1  the  greater  price. 

The  Glenlivet 

12-year-old  unblended  Scotch. 
About  $20  the  bottle. 


/Ac 


GLENLIVE* 

12  YEARS  Oli> 


©  1982  THE  GLENLIVET  DISTILLING  COMPANY 


Personal 
Affairs 


E.F.  Hutton  Chairman  Hob  Fomon  gets  the  news  from  defecting  George  Ball 
Though  it  shocked  the  securities  industry,  George  Ball's  departure  to 
head  Prudential-Bache  Securities  failed  to  flap  Hutton's  Fomon 
enough  to  prompt  a  suit.  But  Fomon  did  charge  that  Ball  and  a fellow 
defector  took  proprietary  lists  with  them.  Ball  denies  taking  any 
proprietary  information. 


too  sweeping  with  respect  to  either 
time  or  geographic  area.  More  en- 
forceable, he  says,  are  noncompete 
clauses  that  call  for  the  employee  not 
to  work  for  competitors  for,  say,  only 
six  months  after  leaving.  And  the 
more  effective  contracts,  Lieberstein 
says,  are  likely  to  limit  the  geographic 
area  in  which  the  employee  may  not 
compete. 

Disclosure  agreements  designed  to 
protect  company  secrets  are  taken 
much  more  seriously  by  the  courts. 
An  employee  need  not  even  sign  a 
contract  containing  a  disclosure 
agreement  for  it  to  be  enforceable. 
That  is,  each  employee  is  said  to  have 
a  "fiduciary  duty"  to  his  employer  not 
to  disclose  trade  secrets. 

Aware  of  the  difficulties  in  enforc- 
ing overly  comprehensive  contracts, 
companies  are  increasingly  resorting 
to  agreements  that  specify  what  areas 
of  a  person's  job  are  confidential.  Lie- 
berstein, who  writes  such  contracts 
for  client  companies,  advises  that  dis- 
closure clauses  should  simply  warn 
employees  that  some  or  all  of  the  in- 
formation they're  working  on  may  be 
proprietary.  And  he  suggests  that  em- 
ployees be  obligated  to  check  with  the 
company  before  disclosing  any  such 
proprietary  information  while  em- 
ployed or  afterward. 

An  especially  fuzzy  area  in  most 
contracts  has  to  do  with  notes, 
memos,  reports  and  other  documents 
that  an  employee  may  take  with  him 
to  augment  what's  in  his  head.  Har- 
vard's Auerbach  offers  the  hypotheti- 
cal example  of  a  physicist  employed 
by  a  firm  that  designs  nuclear  power 
plants.  The  physicist  has  been  doing 
research  in  the  firm's  laboratory  for 
ten  years.  He  has  signed  an  agreement 
that  the  firm  owns  all  of  the  inven- 
tions he  produces  while  employed 
there.  Furthermore,  he  has  agreed  to 
leave  behind  his  notebooks  if  he 
should  quit  the  job. 

"His  notebooks  are  the  critical 
thing,"  says  Auerbach.  "In  them  he 
has  ten  years  of  experiments  listed — 
and  the  ones  that  failed  are  just  as 
important  as  the  ones  that  succeeded, 
so  he  doesn't  repeat  the  failures.  Now 
he  accepts  an  offer  from  another  firm 
. . .  and  ...  off  he  goes  with  his  note- 
books. Does  the  company  have  a  right 
to  get  them  back?  Can  it  prevent 


someone  else  from  seeing  his  note- 
books? The  answer  is  yes." 

In  the  real  world,  of  course,  employ- 
ees often  take  with  them  documents 
they  have  amassed  on  the  job — from 
Rolodexes  to  rejected  proposals— and 
companies  have  had  only  limited  suc- 
cess in  getting  them  back. 

When  Jeffrey  Wilgus  left  Merrill 
Lynch,  for  example,  he  was  later  able 
to  contact  his  customers  because  he 
had  taken  with  him  copies  of  records 
listing  their  previous  transactions, 


current  holdings,  addresses  and  phone 
numbers.  The  photocopying,  he  said, 
was  done  at  Bache  before  Wilgus  quit 
Merrill  Lynch. 

"It  wasn't  a  matter  of  giving  the 
pages  to  Bache,"  Wilgus  explains. 
"They  were  my  pages.  What  I  did  was 
basically  what  all  brokers  did  and  still 
do  when  they  quit.  When  you  leave  a 
brokerage  house,  the  house  you're  go- 
ing to  has  everything  set  up  so  that 
the  day  you  walk  in  the  door  you're  in 
business." 
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Why  the  complete  investor 
owns  a  little  gold. 


Maybe  your  investments  haven't  been  so  right  in 
recent  years.  Maybe  you  ought  to  do  some  rethinking. 

Maybe  you're  committing  too  much  to  whatever  is  the 
latest  investment  trend.  Or  chasing  the  highest  interest 
rates,  then  watching  them  drop— and  at  the  same  time 
living  in  your  over  50  percent  tax  bracket. 

The  complete  investor  never  gets  caught  with  too 
much  riding  any  trend.  And  that's  why  with  a  load  of 
paper  instruments,  he  also  holds  a  little  gold.  Ten, 
maybe  fifteen  percent,  but  nevertheless  some.  It  is  his, 
or  her  insurance. 

GOLD:  THE  ULTIMATE 
INVESTMENT  INSURANCE. 

Historically,  the  gold  price  has  generally  moved  inde- 
pendently of  paper  investments.  You  certainly  must  realize 
that  holding  some  gold  makes  sense.  You  insure  your  life, 
your  home,  your  car— why  not  your  investments9  Once 
you've  made  a  commitment  to  gold,  you'll  find  there's  one 
coin  that  really  stands  out:  the  Krugerrand. 

In  America,  Krugerrands  outsell  all  other  gold 
coins  by  a  margin  of  two  to  one.  That's  all 
other  coins  combined. 

No  other  gold  coin  can  offer  you  so 
many  of  the  good  investment 
attributes  of  the  South  African 
Krugerrand.  The  Krugerrand's 
four  sizes  offer  exactly  one 
ounce,  1/2  ounce,  1/4  ounce, 


ACTUAL  SIZE 


and  1/10  ounce  of  pure  gold.  So  you  can  calculate  what 
your  gold  holdings  are  worth  simply  by  checking  the  world 
gold  price  published  in  your  daily  newspaper. 

NO  OTHER  COIN  GIVES  YOU 
MORE  PURE  GOLD. 

You  can  be  absolutely  certain  each  Krugerrand  con- 
tains its  full  designated  gold  content.  The  gold  used  in 
Krugerrands  is  .9999  gold— which  is  the  purest  gold 
you  can  buy.  An  extra  alloying  metal  is  added  to 
Krugerrands  to  make  them  hard  enough  to  resist 
scratching  and  denting— afeature  not  offered  in  all  gold 
coins.  (It's  harder  to  sell  back  a  damaged  coin.) 

Minted  in  volume  and  therefore  sold  at  the  lowest 
possible  premium  over  the  price  of  gold,  you  can  buy 
your  Krugerrands  at  many  local  coin  dealers,  precious 
metals  companies  and  at  selected  banks  and  broker- 
age firms. 

Welcome  to  the  world  of  smart  diversification. 
For  information  and  dealers  near  you  call  800-526- 
7843  Ext.  5166  (in  New  Jersey,  800-522-4503)  or  send 
coupon. 


5166 


I   KRUGERRAND  INFORMATION  SERVICE 
PO  Box  5544,  Clifton.  N  J.  07015 

Please  send  free  brochure  and  a  list  of  Krugerrand  dealers 

|  Name  

|  Address  

 Zip  


Home  telephone. 


Business  telephone. 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


)  1983  International  Gold  Corporation  Ltd. 


Personal 
Affairs 


"That  may  be  standard  practice,  but 
it's  certainly  not  accepted  by  all 
firms — especially  ours,"  says  a  Mer- 
rill Lynch  lawyer.  "What  we  object  to 
is  when  a  broker  copies  his  records 
well  in  advance  and  notifies  his  cus- 


tomers beforehand  that  he  is  leaving. 
He  solicits  them  to  join  him  at  the 
new  brokerage  house  and  puts  all  the 
information  on  transfer  forms — be- 
fore he  quits.  And  then  he  piously 
pretends  that  it  was  not  done  that  way 
and  that  he  never  really  solicited  the 
customers  but  that  the  customers 
loved  him  and  wanted  to  join  him." 
Wilgus  likely  was  spared  a  harsher 
penalty  than  his  $12,500  fine  because 
he  sent  out  his  letters  of  solicitation 
only  after  giving  notice  to  Merrill. 

The  issue  of  missing  documents 
came  into  play  in  George  Ball's  cele- 


brated defection  last  July  from  E.F. 
Hutton  to  Prudential-Bache.  Shortly 
after  Ball  left,  E.F.  Hutton  Chairman 
Robert  Fomon  sent  a  letter  to  Pruden- 
tial Chairman  Robert  Beck.  In  the  let- 
ter Fomon  pointed  out  that  Ball's  copy 
of  the  June  production  run  of  account 
executives  had  not  been  seen  since 
Ball  left.  Also,  Fomon  wrote,  one  of 
the  employees  who  had  followed  Ball 
to  Pru-Bache  had  apparently  taken 
with  him  a  copy  of  Hutton's  institu- 
tional mailing  list. 

According  to  Fomon,  Ball  himself 
answered  the  letter,  saying  simply 


Read  the  fine  print 


Mention  employment  contract  and  the  typical  ex- 
ecutive thinks  of  a  cushy  arrangement  that  pro- 
tects him  in  case  things  don't  work  out  with  his  new 
employer.  But  the  contract  that  most  employees  sign 
tips  the  scales  decidedly  in  the  other  direction.  It 
protects  the  company  by  requiring  employees  to  prom- 
ise not  to  divulge  secrets  if  they  leave  and,  in  many 
cases,  not  even  to  accept  employment  with  a  competi- 
tor, sometimes  for  years. 

According  to  Towers,  Perrin,  Forster  &  Crosby,  a 
management  consulting  firm,  about  one-third  of  the 
top  100  industrial  companies  in  the  U.S.  require  con- 
tracts. The  practice  is  more  widespread  in  such  highly 
competitive  industries  as  computers,  pharmaceuticals, 
toys,  defense  equipment  and  electronics. 

If  you  are  asked  to  sign  a  contract,  try  to  take  it  home 
and  have  a  lawyer  look  at  it.  At  least  make  a  copy  that 
you  can  consult  later  in  the  event  you  contemplate 
other  employment  and  are  worried  about  violating  that 
contract. 

According  to  Stanley  Lieberstcin,  an  attorney  with 
Ostrolenk,  Faber  in  New  York  who  wrote  Who  Owns 
What  Is  in  Your  Head',  one  clause  to  be  especially  wary 
of  is  the  so-called  restrictive  covenant.  If  enforced,  it 
could  wreck  your  career  because  it  entitles  your  em- 
ployer to  prevent  your  working  at  your  profession  for 
months  or  even  years  after  leaving  the  job.  Several 
states  have  deemed  such  a  covenant  so  unfair  that  they 
prohibited  it  outright,  namely  California,  Florida, 
Michigan,  Indiana,  Alabama,  Louisiana,  Minnesota, 
Montana,  North  Dakota,  South  Dakota,  Oklahoma  and 
Wisconsin. 

Lieberstcin  suggests  that  if  your  employer  insists 
upon  such  a  clause,  you  should  try  to  obtain,  in  return, 
a  written  promise  from  the  employer  to  pay  you  for  the 
period  in  which  you  are  restrained  from  "competing." 

Many  contracts  call  for  you  to  transfer  to  the  com- 
pany any  inventions  or  patents  that  you  might  produce 
while  in  its  employ.  The  term  "invention"  can  encom- 
pass ideas,  concepts,  designs,  devices,  formulas  and 
computer  programs. 

The  obligation  to  transfer  any  such  property  to  your 
employer  is  reasonable,  says  Lieberstein,  as  long  as  the 
invention  in  question  pertains  to  the  company's  busi- 
ness. So,  for  example,  if  your  company  makes  garden 
hoses,  you  should  not  be  obliged  to  hand  over  your 
sketches  for  a  new  type  of  electric  blanket,  even  if  you 
made  them  in  your  office  on  your  lunch  hour. 

But  what  if  your  sketches  are  of  a  new  lawn-care 


product?  Here  the  rules  become  open  to  legal  debate. 
Consult  a  patent  attorney  if  you  are  in  doubt  about  any 
invention. 

Note:  In  the  absence  of  a  contract,  you  may  retain 
ownership  of  any  invention  unless  you  made  it  upon 
the  specific  request  of  your  employer.  And  you  may 
also  keep  the  rights  to  all  inventions  made  before  your 
employment  began. 

"Trailer  clauses"  are  also  to  be  avoided.  These  give 
the  company  ownership  of  your  inventions  made  dur- 
ing a  specified  period  after  you  leave.  Less  commonly 
seen  than  noncompete  agreements,  trailer  clauses  are 
designed  to  prevent  you  from  thinking  up  something 
brilliant  and  then  quitting  to  develop  it  yourself. 

Regarding  trade  secrets  and  the  like,  your  contract 
might  contain  a  section  like  the  following,  taken  from 
Gulf  &  Western  Industries'  companywide  employee 
agreement: 

/  recognize  that  in  the  course  of  my  employment  with  the 
Company  I  may  be  exposed  to  or  generate  confidential 
information  otherwise  not  publicly  known,  which  relates  to 
the  Company  's  affairs  I  agree  that  I  shall  neither  disclose  to 
any  person,  firm  or  corporation,  nor  use  for  my  own  or 
another  's  benefit,  during  or  after  my  employment,  any  such 
confidential  information  .  .  unless  specifically  authorized 
in  writing  by  the  Company 

With  respect  to  company  property,  G&W's  contract 
specifies: 

Upon  termination  of  my  employment,  I  will  promptly 
deliver  to  the  Company  all  drawings  and  other  papers  which 
I  hare  obtained  from  the  Company  or  any  of  its  customers, 
suppliers  or  affiliated  companies,  and  all  copies  thereof 
which  I  hare  made  or  permitted  to  be  made.  I  further  agree 
that  I  will  promptly  return  all  papers,  memoranda,  draw- 
ings and  notes  made  or  generated  by  me,  and  copies  thereof, 
relating  in  any  way  to  the  Company  's  business. . . . 

Both  these  paragraphs  are  reasonable,  says  Lieber- 
stein, and  similar  versions  of  them  are  common  in 
contracts  nowadays. 

Bear  in  mind  that,  whether  or  not  a  contract  has  been 
signed,  you  are  still  obliged  to  keep  under  your  hat  all 
trade  secrets  with  which  your  employer  has  entrusted 
you.  This  obligation,  often  called  a  "fiduciary  duty  of 
loyalty,"  can't  keep  you  out  of  the  job  market,  but  it 
does  provide  your  employer  with  some  legal  recourse  if 
you  should  join  the  competition  and  spill  your  guts. 
Indeed,  that  is  just  what  McDonald's  claimed  when  it 
succeeded  in  muzzling  a  former  market  researcher  (see 
p.  174).— K.M. 
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Philippe  Villers,  founder  of  Automatix,  and  one  of  his  robots 
While  a  senior  vice  president  at  Computervision,  a  company  he  helped 
found,  Villers  suggested  the  company  make  robots.  It  declined,  so  he 
formed  his  own  company  to  make  them.  Computervision  sued,  claim- 
ing loss  of  corporate  opportunity.  Villers  defended  himself  and  won. 


f|  that  neither  item  had  been  taken. 
"George  said  he  did  not  have  any  pro- 
prietary information,"  Fomon  recalls, 
and  adds,  "I  don't  believe  that."  In 
spite  of  this,  Fomon  contends  he  nev- 
er considered  suing  Ball — who, 
strange  to  tell,  had  not  signed  a  con- 

;  s  tract — or  any  other  Hutton  employee 
who  went  to  Bache.  "What  do  you  get 
by  suing  someone?"  Fomon  asks. 
"I've  got  better  things  to  do  with  my 
time  than  be  involved  in  lawsuits." 

Such  forbearance  should  not  be 
counted  on,  however.  And  if  you 

I    should  be  sued  after  leaving  an  outfit, 
your  defense  in  court  could  cost  a 
fortune  even  if  you  win.  Consider  the 
case  of  Philippe  Villers,  founder  of 
Automatix  Inc.,  a  robotics  company 
based  in  Billerica,  Mass. 
In  April  1979,  while  a  senior  vice 
!  president  at  Computervision,  a  com- 
puter-aided   design     company  he 
i  helped  found,  Villers  approached  the 
t  executive  committee  with  an  idea  for 
a  robotics  venture.  His  80-page  pro- 
posal was  accompanied  by  a  two-hour 
verbal  presentation.  His  idea  was 
rejected. 

"The  consensus  was  that  the  com- 

i  pany  was  stretched  too  thin  to  under- 
take such  a  venture  at  that  time," 
Villers  recalls.  "It  was  growing  at  the 

I  rate  of  about  100%  per  year,  and  in 
my  view  that's  the  very  time  you 

i  should  plant  seeds."  Villers  decided  to 
plant  the  seed  himself.  He  left  Com- 

;  putervision  in  September  and  founded 
Automatix  shortly  thereafter. 
Nine  months  later  Computervision 

!  sued  him  for,  among  other  things, 
theft  of  robotics  secrets  and  loss  of  a 
corporate  opportunity.  The  case 
dragged  on  for  two  years  before  a  jury 
found  Villers  innocent.  His  defense 
hung  on  his  presentation  of  the  plan 
to  the  executive  committee  and  Com- 
putervision's  rejection  of  the  idea. 
The  jury  ruled  that  once  turned  down, 
the  idea  did,  indeed,  belong  to  Villers. 
Yet  the  victory  was  costly.  "I  recov- 

I  ered  my  court  costs,"  he  says,  "but 

a  that's  a  joke  because  they  amounted 
to  about  $4,000.  I  spent  close  to 
$150,000  on  attorneys'  fees." 

If  you  do  leave  your  company  to 
join  the  opposition  or  start  your  own 

.  firm,  here  are  some  tips  to  keep  in 
mind  that  improve  your  chances  of 

;  escaping  a  lawsuit: 

•  Beware  of  disclosing  "trade  se- 

j  crets."  In  your  new  job  you  will  inevi- 
tably draw  on  your  career  experience, 
of  course.  But,  at  least  in  the  eyes  of 

'  your  ex-employer,  you  will  inevitably 
exploit  what  may  be  considered  "pro- 
prietary information."  According  to 
Lieberstein,  there  is  a  difference  be- 
tween using  such  information  and 


formally  disclosing  it — a  difference 
the  courts  weigh  heavily.  What,  pre- 
cisely, constitutes  a  trade  secret?  "A 
trade  secret,"  says  Lieberstein,  "is 
something  that  is  not  generally 
known  in  the  trade  or  industry  to 
which  it  applies,  and  which  provides 
its  owner  with  a  competitive  advan- 
tage." However,  he  cautions,  "In  a 
given  case  a  trade  secret  is  what  a 
judge  says  it  is." 

•  Make  it  clear,  before  you  leave, 
that  you  have  no  intention  of  using 
trade  secrets  to  the  company's  disad- 
vantage. It's  a  good  idea  to  have  your 
new  employer  write  your  old  one,  for- 
mally stating  that  you  will  not  be 
asked  to  divulge  trade  secrets. 

•  To  be  safe,  take  no  printed  material 
with  you  when  you  leave,  other  than 
purely  personal  papers.  (That  includes 
photocopies.)  If  you  are  ever  sued,  the 
fact  that  you  did  take  documents  could 
tip  the  scales  in  the  plaintiff's  favor  in  a 
close  case.  Even  your  Rolodex  remains 
company  property  if  it  contains  names 
and  addresses  of  customers,  says  Jo- 


seph Auerbach. 

•  If  you  are  establishing  your  own 
company,  try  to  remain  friendly  with 
your  ex-employer.  If  sensitive  cus- 
tomer lists  are  involved,  you  may  be 
able  to  agree  to  leave  certain  accounts 
alone  for  a  specific  period — and  there- 
by forestall  a  suit. 

Where's  the  right  and  where's  the 
wrong  in  all  this?  Some  of  the  suits 
may  be  sheer  harassment  to  discour- 
age employees  from  going  over  to 
competitors.  But  before  throwing 
your  sympathy  to  the  little  individual 
over  the  big,  soulless  corporation, 
keep  in  mind  that  there  are  two  sides 
to  the  issue.  A  highly  successful  en- 
trepreneur talks  about  what  he  calls 
"the  dark  side  of  venture  capital" — 
where  employees  working  on  a  prod- 
uct leave  the  company,  get  financial 
backing  and  beat  their  old  employer 
to  the  marketplace  with  its  own  idea. 
Such  incidents  are  not  rare.  And  the 
line  between  aggressive  entrepreneur- 
ship  and  outright  stealing  is  becoming 
increasingly  blurred.  H 
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Publishing  passion 

"Duke  stroked  her  body  all  over,  his 
hands  learning  again  the  contours  of  her 
slender  neck,  her  shoulders  and  her 
throbbing  breasts.  ..." 

Welcome  to  Silhouette  Books'  fifth 
line  of  romance  books,  called  Inti- 
mate Moments.   It   is  Silhouette's 


place  through  A.C.  Nielsen,  which 
has  an  exclusive  contract  to  feed  in- 
dustry performance  data  to  Silhou- 
ette. In  addition,  Silhouette  was  the 
first  to  use  extensive  consumer  re- 
search to  find  new  romance  growth 
areas.  For  example,  readers  said  they 
wanted  more  "sensuality,"  so  long  as 
it  was  well  written. 

Silhouette  has  been  the  leader  in 
persuading  major  bookstores  and  re- 
tail chains  to  set  up  separate  "ro- 
mance centers"  in  their  stores.  It  has  a 
50%  share  of  the  market  for  romances 
in  B.  Dalton  and  Waldenbooks,  and 
40%  in  such  stores  as  Rite  Aid, 
Safeway,  Winn-Dixie  and  Kroger. 

Silhouette  Books  publishes  26  titles 
a  month  through  its  five  lines,  com- 


pared with  Harlequin's  22  per  month. 
The  newest  series,  Intimate  Mo- 
ments, guarantees  its  readers  four 
256-page  books  per  month. 

Silhouette  sells  in  97  countries 
and  in  13  languages.  "There  is  a 
universal  acceptance  of  this  product; 
among  women  around  the  world,' 
says  Gfeller.  "They  like  American 
romance." — Paul  Bornstein 


Silhouette  Books  President  John  Gfeller 
Breathing  (heavily)  down  Harlequin's  neck. 


most  provocative  line  yet.  The  above 
is  from  Sweetheart  Contract  by  Pat  Wal- 
lace, but  it's  probably  fair  to  say  that 
passages  in  romances  are  somewhat 
fungible  these  days. 

Three  years  ago  Simon  &  Schuster, 
part  of  Gulf  &  Western,  launched  the 
Silhouette  Books  division.  Since  then 
sales  have  risen  to  $144  million. 

Harlequin  and  Silhouette  together 
now  have  about  89%  of  the  $300  mil- 
lion market.  John  Gfeller,  Silhouette's 
president,  who  likes  to  play  classical 
piano,  has  pulled  off  quite  a  coup.  His 
division,  with  41%  of  the  market,  is 
breathing  (heavily)  down  Harlequin's 
neck.  Harlequin,  which  once  had  the 
romance  market  to  itself  with  a  90% 
share,  is  clutching  48%.  Such  firms  as 
Avon,  Dell  and  Bantam  Books  fight 
over  the  crumbs.  Gfeller  feels  that  the 
market  should  grow  by  25%  per  year 
and  Silhouette  should  grow  at  least  at 
that  rate. 

Gfeller  has  an  ear  to  the  market- 


Up  the  middle 

At  42,  Carol  J.  Parry  runs  one  of  the 
most  successful  operations  in  bank- 
ing. The  Chemical  Bank  senior  vice 
president  heads  her  bank's  extensive 
"middle  market"  operation  in  Man- 
hattan and  New  Jersey,  which  pro- 
vides loans  and  other  banking  ser- 
vices to  businesses  with  sales  be- 
tween $5  million  and  $150  million. 

Chemical  is  the  clear  leader  in  the 
New  York  metropolitan  area  middle 
market,  according  to  a  recent  Lou 
Harris  study,  and  it  is  expanding  its 
lead.  About  37%  of  the  firms  surveyed 
had  a  business  checking  account  with 
Chemical,  compared  with  only  20% 
for  Chase  Manhattan,  24%  for  Citi- 
bank and  27%  for  Manufacturers 
Hanover  Trust.  Even  more  strikingly, 
18%  of  the  firms  considered  Chemi- 
cal their  lead  bank.  That  was  double 
the  9%  reported  for  Citibank,  and 
well  over  the  figures  for  Manny 
Hanny  (14%)  and  Chase  (10%). 

Parry's  group  serves  most  of 
Chemical's  more  than  1,700  metro- 
politan New  York  middle  market  cus- 
tomers. That  makes  her  responsible 
for  over  $1.1  billion  in  deposits  and 
$1.2  billion  in  loans,  as  well  as  the 
generation  of  millions  of  dollars  in 


Carol  Parry  of  Chemical  Bank 

Ahead  of  the  New  York  banking  pack — and  gaining. 


180 


FORBES,  JUNE  6,  1983 


inoninterest  service  fees.  The  middle 
I  market  is  particularly  important  be- 
cause it  is  among  the  most  profitable 
segments  in  banking.  At  Chemical, 
;the  return  on  assets  for  the  middle 
i  market  division  is  more  than  triple 
ithat  for  the  bank  as  a  whole.  In  part, 
(says  Parry,  that's  because  small  busi- 
(nessmen  have  fewer  alternatives  for 
i  funds,  so  loan  spreads  are  higher.  In 
•^addition,  small  companies  tend  to 

I  keep  substantial,  mostly  free,  cash 
balances  on  deposit,  and  buy  a  wider 

j;  range  of  the  highly  profitable  bank 

(|  services  than  larger  companies. 

"We  deal  directly  with  the  owner," 

I.Parry  notes.  "Our  customers  look  to 

:  us  for  advice  and  ideas  as  well  as  cred- 
it." Her  group  also  provides  personal 
banking  services  for  key  people. 

Parry  joined  Chemical  in  1978, 
after  a  stint  as  head  of  New  York 

(•.City's  Department  of  Special  Services 
.for  Children,  where  she  managed  a 
staff  of  3,000  dealing  with  foster  care 
and  juvenile  delinquency.  That  may 

.itseem  an  unlikely  background  for  a 
banker,  but  Parry  also  spent  two  years 

las  a  management  consultant  at  Mc- 

iiiKinsey  &  Co. 

!    "The  people  are  the  product  in 
banking,  not  the  loans,"  Parry  asserts, 
ill  "The  quality  of  my  staff  is  what  I'm 

II  selling." — Subrata  N.  Chakravarty 


Catching  the  bus 

jj"I  couldn't  care  less  about  market 
lishares,"  says  Bjorn  Ahlstrom,  presi- 
dent of  Volvo  North  America  Corp., 
::the  $2  billion  (estimated  1983  sales) 
!  subsidiary  of  Sweden's  $10  billion  AB 
'(Volvo.  That's  heresy  in  the  car  busi- 
iiness,  but  Ahlstrom  has  a  point:  Unit 
i  growth  and  profitability  are  more  im- 
|  iportant  than  share.  Volvo  concen- 
!  trates  on  the  priciest  10%  to  15%  of 
the  American  market.  That's  where 
[;the  profits  are.  But  unit  growth  is  dif- 
ficult, since  the  segment  isn't  grow- 
ing at  all.  For  the  past  decade  and  a 
I  half,  carmakers  have  sold  about  1  mil- 
jtlion  upper-price  cars  a  year  in  the 
iU.S.,  recession  or  boom. 

Volvo  ads  show  that  the  company's 
i  North  American  sales  have  roughly 
(doubled  since  1976,  to  about  80,000 
icars  last  year.  True,  but  1976  was  a 
down  year  for  Volvo  because  of  a 
!  iweak  dollar  and  technical  problems 
twith  its  new  fuel  injection  system. 
iSince  1975,  unit  growth  has  run  about 
1 14.2%  a  year. 

So  where  is  future  growth  to  come 
prom?  Ahlstrom  is  looking  for  it  in 
jlbuses  and  trucks.  Volvo  has  just  en- 
!  tered  the  U.S.  city  bus  market,  though 
it  is  already  the  second-largest  maker 
'  of  bus  chassis  worldwide  (after  Mer- 


A/j/strom  of  Vo/i  o  North  America 
Tennis  is  not  just  a  hobby. 


cedes-Benz).  From  a  plant  in  Chesa- 
peake, Va.,  Volvo  hopes  to  turn  out 
some  600  buses  a  year,  enough  to  cap- 
ture roughly  10%  of  the  U.S.  city  bus 
market.  It  intends  to  emphasize  60- 
foot  articulated  (bending)  buses,  a 
product  no  U.S.  manufacturer  makes. 
"We  are  not  going  after  the  Grey- 
hound market — right  now,"  says  Ahl- 
strom with  a  big  smile. 

There  are  no  smiles  in  the  heavy- 
truck  market,  where,  Ahlstrom  con- 
cedes, "there  are  price  wars  all  over," 
and  nobody  is  making  any  money. 
Volvo  expanded  its  U.S.  truck  busi- 
ness (now  about  $500  million  sales) 


by  acquiring  most  of  White  Motor 
(then  in  Chapter  11)  in  1981.  That 
wasn't  a  quick-payoff  move.  Like  In- 
ternational Harvester  and  Mack,  Vol- 
vo's truck  operation  is  losing  money. 
Unlike  them,  it  is  financially  strong 
and  needn't  scrimp  on  engineering  or 
product  development. 

Ahlstrom  plots  strategy  from  an 
office  containing  a  striking  tennis 
trophy.  An  enthusiastic  player,  he 
helped  lead  Volvo  into  sponsoring 
the  Volvo  Grand  Prix  professional 
tennis  circuit.  Personal  indulgence? 
No,  Ahlstrom  says.  Sponsoring  ten- 
nis has  been  the  company's  most 
productive  marketing  step  on  a  per- 
dollar  basis. — J.R.D. 


Horse  cents 

At  71,  Leone  Peters,  chairman  of  New 
York-based  Amerivest  Group,  claims 
he  loves  work  too  much  to  retire.  He 
may  really  be  saying  that  syndicating 
racehorses  is  too  profitable  to  give  up. 

Consider  Amerivest's  latest  deal, 
the  $6  million  syndication  of  37  Thor- 
oughbreds, including  1982  Kentucky 
Derby  winner  Gato  del  Sol.  Peters  and 
his  partner,  Amerivest  President 
Leonard  Messina,  sold  24.5  shares  to 
wealthy  investors  at  $250,000  each 
and  kept  an  additional  3.3  shares  for 
themselves.  As  general  partners,  they 
take  10%  of  the  profits  right  off  the 
top,  in  addition  to  the  11.8%  they 
receive  as  shareholders.  Revenue 
comes  from  the  sale  of  yearlings,  stud 
fees  ranging  from  $  1 0,000  to  $  1 00,000 
for  the  21  stallions  involved  in  the 


Racehorse  indicator  Leone  Peters 

Place  your  bet  at  the  $250,000  window. 
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syndication,  and  Gato  del  Sol's  win- 
nings this  year. 

But  the  real  kicker  is  this:  Gato  del 
Sol  is  syndicated  as  a  running  horse, 
not  a  breeding  horse.  When  he  retires 
to  stud  next  fall,  Peters  hopes  to  re- 
syndicate  him  for  another  $20  mil- 
lion. Peters  and  Messina  will  keep 
four  shares  each  of  this  new  syndica- 
tion. The  24  limited  partners  in  the 
first  deal  automatically  get  ten  shares, 
or  25%,  to  split  among  themselves. 

Peters  started  as  a  bookkeeper  with 
Cushman  &  Wakefield  Inc.,  a  New 
York-based  real  estate  company,  at 
18,  and  worked  his  way  up  to  chief 
executive  officer  41  years  later.  Now 
he's  "honorary  chairman."  He  got  in- 
terested in  racehorses  in  1971,  when 
he  was  recovering  from  a  heart  attack. 
By  1976  he  owned  200  horses. 

What  happens,  though,  if  Gato  is 
injured,  or  if  his  stud  fees  aren't  as 
high  as  Peters  and  Messina  are  expect- 
ing? "There's  no  question  you  can 
lose  a  lot  of  money  in  horses,"  says 
the  burly  Peters  in  his  Rockefeller 
Plaza  office.  "But  those  who  invest  in 
quality  horses  generally  make  more 
per  dollar  than  in  any  other  business." 

Well,  maybe.  One  thing  is  clear: 
Peters'  end  of  the  game  is  profitable 
indeed.  In  the  last  seven  years,  he  has 
syndicated  dozens  of  Thoroughbreds, 
including  such  successful  competitors 
as  Hawaiian  Sound  and  Tap  Shoes. 


Gato  del  Sol  clearly  is  the  star  at- 
traction to  date,though.  If  Peters  pulls 
off  his  proposed  deal,  it  will  be  one  of 
the  largest  Thoroughbred  syndica- 
tions in  history. — Walecia  Konrad 

One-stop  job-shopping 

Five  years  ago  Arnold  W.  (Bill)  Aber- 
man  was  52  and  considering  early  re- 
tirement' after  a  successful  career  as  a 
salesman,  peddling  textiles  and  moti- 
vational services.  Instead  he  came  up 
with  an  inspiration:  "employment 
fairs." 

The  fairs  bring  together  high-tech- 
nology employers  interested  in  raid- 
ing their  competitors  for  talent,  and 
employees  interested  in  being  raided. 
Aberman  says  his  Business  People, 
Inc.  of  Minneapolis  grossed  about  $2 
million  last  year  and  will  gross  around 
$3  million  this  year,  putting  on  30  or 
so  employment  fairs  in  15  cities. 

Aberman  collects  an  average  of 
$2,400  from  each  of  about  30  partici- 
pating firms  at  each  fair.  Firms  such 
as  Boeing,  Hughes  Aircraft,  Mattel 
and  Texas  Instruments  take  part. 
Aberman  levies  no  charge  on  the  raid- 
ers' targets,  whom  he  lures  by  direct 
mail  and  mass  advertising.  To  mollify 
their  fears  of  endangering  their  cur- 
rent positions,  Aberman  does  not 
screen  applicants  and  keeps  no  rec- 
ords of  who  wanders  in.  Once  inside, 
the  job  shoppers  reveal  their  identi- 
ties only  when  and  to  whom  they 
please. 

Now,  Aberman  is  branching  out 
into  "real  estate  fairs"  where  lessors 
and  sellers  of  residential  and  commer- 
cial property  will  rent  booths  to  make 
their  pitch  to  anyone  who  wants  to 
listen.  Aberman  is  characteristically 


enthusiastic  about  the  new  venture, 
even  though  some  real  estate  observ- 
ers are  not.  "It's  largely  puff,"  say$ 
Norman  Weinberg,  senior  editor  oi 
New  York  University's  Real  Estate  Re 
view.  "He's  just  creating  an  occasion 
to  rent  the  booths." 

Even  Weinberg  concedes  that 
Aberman  is  "a  supersalesman.' 
Aberman  is  not  about  to  argue.  "I'm 
gung-ho,"  he  says,  "and  looking  at 
new  horizons." — Neal  Koch 


Ich  bin  ein  subsidy 

With  beverage-can  sales  growth  fiz 
zling  in  the  U.S.,  $889  million  (sales 
Ball  Corp.  is  looking  overseas  for  ex 
pansion.  "Cans  are  mostly  air,"  note; 
Richard  Ringoen,  president  and  CEO 
so  it's  more  economical  to  make  their 
in  Europe  than  to  ship  them.  But  Rin 
goen  isn't  making  cans  just  anywhere 
Ball  is  building  a  plant  in  West  Berlin 
that  enclave  of  democracy  and,  well 
socialized  capitalism. 

The  reason  for  locating  there  lies  ir 
a  single  word:  subsidy. 

Because  West  Berlin  is  some  IK 
miles  behind  Warsaw  Pact  lines,  i 
has  found  ways  to  coax  new  business 
beyond  mere  tax  breaks.  Ball's  $54 
million  joint  venture  with  PLM  AB,  ; 
Swedish  concern,  will  receive  a  gran 
of  25%  of  its  investment  from  tht 
West  German  and  Berlin  govern 
ments.  In  the  first  year  of  operation 
75%  of  the  investment  can  be  writtei 
off  as  depreciation.  The  West  Berlii 
tax  rate  is  lower  than  the  regular  Wes 
German  rate.  And  subsidies  for  ship 
ping  mean  that  Ball  actually  make 
money  on  freight.  "Customers  will  b« 
at  a  disadvantage,"  says  Ringoen,  "il 
they  don't  buy  from  us." 


Bill  Aberman  of  Business  People,  Inc. 
Walk  in  free,  and  no  one  asks  for  your  name  at  the  door 
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Stability 
Respected  The  \\forld  Over. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company*  Schaumburg.  IL  60196 
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Ball  Corp.  CEO  Richard  Ringoen 

110  miles  behind  Warsaw  Pact  lines, 


Beyond  this,  West  Berlin  is  "a  clean 
city,  well-managed,"  and  "the  work 
ethic  is  good,"  Ringoen  says.  People 
get  paid  more,  but  that's  all  right.  The 
government  pays  an  8%  subsidy. 

Ball  Corp.,  first  known  for  the  ma- 
son jar,  has  lately  found  greater  earn- 
ings growth  in  industrial  goods  than 
in  packaging.  Still,  says  Ringoen,  a  57- 
year-old  former  engineer,  the  plant's 
projected  return  makes  it  worthwhile. 
Growth  potential  is  great  in  Ger- 
many, where  perhaps  10%  of  bever- 
ages comes  in  cans,  compared  with 
50%  in  the  U.S.  Ringoen  thinks  the 
can  market  in  Germany  could  expand 
to  20%  or  25%  of  beverage  packages: 
"There's  an  awful  lot  of  beer  con- 
sumed over  there,"  he  says. 

West  German  bankers  were  good 
about  providing  financing,  but  "you 
can't  get  a  force  majeure  provision  in  a 
bank  loan  over  there,"  says  Ringoen. 
Should  the  Warsaw  Pact  isolate  the 
city,  Ball  would  still  have  to  make 
good  on  its  loans. 

"It's  a  concern,"  Ringoen  admits, 
but  he  likes  the  odds.  "West  Berlin 
politically  is  a  very,  very  important 
city.  There's  no  way  it  could  be  given 
up,  short  of  a  total  invasion  of  Europe 
by  Russia."— Robert  McGough 

Good  bye,  Ma 

Potential  competitors  are  pawing  the 
ground  to  take  on  the  newly  indepen- 
dent companies  of  the  Bell  system 
when  the  AT&T  breakup  is  complet- 
ed next  year.  But  Jack  MacAllister,  as 
head  of  one  of  the  Bell  independents, 
plans  to  do  some  invading  of  his  own. 

MacAllister,  55,  will  be  CEO  of  US 
West,  Inc.,  one  of  the  seven  new  re- 
gional operating  companies  created 


by  the  divestiture.  With  $14  billion  in 
expected  assets  and  9  million  custom- 
ers in  14  states,  US  West  will  be  one  of 
the  largest  corporations  in  America  in 
its  own  right.  And  MacAllister  does 
not  plan  to  have  it  play  a  passive  role. 

MacAllister,  who  started  out  as  a 
telephone  installer  in  Council  Bluffs, 
Iowa  33  years  ago,  is  already  hard  at 
work  at  what  amounts  to  a  cultural 
transformation  among  his  80,000  em- 
ployees. "If  in  the  past  you  were  re- 
sponsible for  a  call  switching  system, 
your  only  job  was  to  make  sure  it 
worked  and  gave  reliable  service,"  he 
says.  "Now  you  also  have  to  think  of 
ways  to  provide  more  services  to  cre- 
ate more  profits." 

That's  a  big  change,  but  his  people 
are  not  intimidated  by  it,  he  says. 
They're  "turned  on  by  rewards  that 
are  expressed  in  the  bottom  line."  His 
Denver  headquarters  staff,  dedicated 
to  identifying  target  markets  from 


which  Bell  has  been  previously 
barred,  has  already  recommended  a 
subsidiary  to  invade  the  potentially 
lucrative  mobile  telephone  market 
and  another  to  centralize  the  tele- 
phone directory  printing  of  US  West's 
three  telephone  companies — North- 
western Bell,  Mountain  Bell  and  Pa- 
cific Northwest  Bell.  The  Yellow 
Pages  operation,  once  running,  could 
be  applied  to  directories  of  all  kinds. 

The  name  US  West  itself  has  sig* 
nificance.  The  word  "Bell"  was  point- 
edly left  out  to  emphasize  that  the 
new  company  will  not  be  merely  a 
telephone  company  anymore.  "If  you 
have  the  courage  to  go  ahead  with 
what  you  think  is  right,"  says  MacAl- 
lister, "it's  amazing  what  you  can  do 
before  anyone  finds  out  you've  done 
it." — Jon  Schriber 


US  West's  MacAllister  and  tenitoiy 
"Bell"  was  left  out  on  purpose 
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Il , 


Irs  Rewarding  To  Be  One  Of  THe  Top  50* 
immunity  Shopping  Center  Developers. 

Irs  An  HonorTo  Be  Number  One. 


it  i 


We  couldn't  be  prouder.  It's  an  achievement  we  plan  on  repeating  year  after  year.  For  more  information, 

please  send  your  inquiry  to:  Al  Lipkin  V  P/Leasing, 
National  Property  Analysts,  Inc.,  1804  Rittenhouse  Square,  PA  19103.  Or  call  1-800-223-3821. 

National  Property  Analysts,  Inc 

THE  MOST  IMPORTANT  THING  OUR  REAL  ESTATE  EARNS  IS  YOUR  TRUST 


PHILADELPHIA,  NEW  YORK,  LOS  ANGELES,  SAN  FRANCISCO,  ST.  LOUIS,  OKLAHOMA  CITY 

*As  named  by  National  Mall  Monitor,  the  leading  trade  publication  for  Shopping  Center  Developers. 


Helmets  to  Hackensack. . . 
Drills  to  Decatur... 
and  other  "essentials"  of  your 
everyday  lite  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG. . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


HfcJtj 

I  i 

mi 

Transway  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017 


NYSE  symbol:  TNW 


The  Forbes/Wilshire  5000  Review 


fothing's  perfect.  The  market  showed  some  signs  that 
he  rally  isn't  quite  ready  to  deliver  investors  to  the 
Promised  land.  The  Amex  jumped  6%  over  the  last  two 
veeks.  NASDAQ  issues  were  ahead  3.7% .  And  the  broad- 
y  based  Wilshire  index  indicates  that  the  overall  market 
;ained  1.5%.  Meanwhile,  the  P/E  multiple  on  the  Wil- 
ihire  declined  slightly — from  14.5  to  14.3 — reflecting 
iome  improvement  in  corporate  earnings. 

The  Dow  industrials,  however,  did  not  share  in  the 
dory.  They  were  off  0.6%.  This  could  be  a  warning  sign. 
\uto  stocks  buoyed  the  Dow,  but  Wall  Street's  love  fest 
vith  Detroit  was  not  enough  to  offset  Kodak's  disappoint- 


ing quarterly  results.  In  heavy  trading  Kodak  ended  up 
almost  1 1  points  lower  than  it  was  just  two  weeks  ago. 

The  Wilshire  index  shows  the  average  issue  is  up  42.5% 
over  the  last  52  weeks,  and  63%  since  the  start  of  the  rally. 

Many  shares,  of  course,  have  performed  much  better 
than  the  averages.  But  there  are  hundreds  of  overexposed 
companies  like  Kodak.  Large  price  gains  can  quickly  be- 
come a  liability  if  earnings  falter  or  a  leading  analyst  turns 
bearish.  The  market  has  placed  a  great  deal  of  faith  in 
falling  interest  rates  and  an  economic  recovery.  Should 
the  indexes  continue  to  move  even  higher,  the  slightest 
bit  of  bad  news  could  touch  off  sharp  downward  swings. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 




Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

S.O 

3.3 

4.0 

4.3 

11.0 

7.9 

in  last  52  weeks 

42.5 

38.5 

42.1 

39.6 

62.0 

61.5 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

5.2 

15.5 

13.7 

6.7 

11.6 

13.2 

5.3 

14.4 

13.2 

5.8 

5.3 

16.8 

in  last  52  weeks 

42.9 

116.1 

107.3 

52.0 

78.1 

124.6 

42.9 

123.4 

117.8 

52.1 

56.2 

109.2 

Jased  on  sales. 

\  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
\  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


lote:  All  data  for  periods  ending  5/13/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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W  here  The  Action  Is 


Out  of  focus.  Weakness  in  the  Dow,  and  one  of  its  leading 
consumer  nondurable  stocks,  Eastman  Kodak,  made  sec- 
tor performance  only  a  bit  blurry.  Overall,  the  nine  groups 
tell  the  story  of  a  rebounding  economy.  Capital  goods  and 
consumer  durables,  two  crucial  groups,  gained  3.2%  and 
2.3%,  respectively.  Transportation  issues,  however,  flew 
above  the  pack  with  a  3.9%  gain.  Despite  several  dismal 


earnings  reports  and  no  apparent  end  to  fare  wars,  The 
Street  still  has  high  expectations  for  airlines. 

Energy  stocks,  up  only  1.1%,  underperformcd  the  mar- 
ket. But  on  a  positive  note,  the  oils  have  sustained  their 
upward  movement  since  mid-March.  This  is  beginning  to 
look  like  the  start  of  a  long-term  rebound,  rather  than  a 
quick  trading  opportunity. 


Percent  change  in  last  52  weeks 


Percent  change  in  last  two  weeks 


Capital  goods 

+  25  ^/^^ 

-25 

M  1  1  1  1  1  1  1  1  1  1  II 

1  1  1  1  II  1  1  1  I  1  1  . 

'82 

1  '83 

Energy 

+  25 

l  +  i.ir 

-25 

1  1  1  1  1  1 

|  1  |  1  1  1  1  1  1  M 

i  ii  1 1  i  ii  i 

'82  1 

'83 

Technology 


25 


o  V" 


-25 


I  i  i  l  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i 


'82 


'83 


Consumer 

durables 

o   "  V 

o 

-25 

 1 

1  1  1  1  1  1  1  1  1 

-LLU 

1 1 1 1 1 1 

'82  ' 

'83 

Finance 

+  25 

-25 

1  1  1  1  1  1  1  1  1  1  1 

1 1 1 1 1 1 1 1 1 

'82 

1  1  1  1  | 

'83 

Transportation 


Consumer  nondurables  and  services 


25 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  1  I  I  I  I  I  I. 


'82 


'83 


Raw 

materials 

+25 

0 

-25 

1 

i  M 

1  1  II  1 II 1 1 1 

'82 

1  1  1  1  | 

•83 

Utilities 


25 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  L 


'82 


'83 


What  The  Analysts  Think 


Who's  on  first?  The  analysts,  again,  put  utilities  in  first 
place.  But  in  two-week  performance,  these  stocks  are  well 
toward  the  bottom  of  the  standings.  Meanwhile,  market 


star,  consumer  durables,  sits  at  the  end  of  the  analysts' 
bench.  Investors  have  been  scoring  most  of  the  runs, 
though  the  analysts  may  end  up  winning  the  game. 


The  experts'  consensus 


2.32 


2.40 


AMJJ     ASOND)  FMAM 


Rank 

Sector 

Current 
opinion 

Rank 
2  weeks  ago 

Rank 
4  weeks  ago 

1 

Utilities 

2.62 

1 

2 

2 

Energy 

2.75 

2 

1 

3 

Capital  Goods 

2.78 

4 

4 

4 

Technology 

2.78 

3 

3 

5 

Raw  materials 

2.80 

5 

6 

6 

Finance 

2.82 

6 

7 

7 

Transportation 

2.86 

7 

5 

8 

Consumer  nondurables 

2.87 

8 

8 

9 

Consumer  durables 

2.90 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buyl  to  5  (strong  sell).  Data  reflect  the 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite 


rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
graphed  above  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  5/13/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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"OUR  FUTURE: 
BEING  PURPOSEFULLY 
DISTINCTIVE!' 


I  he  Information  Age  is  here.  And  the 
race  for  dominance  has  begun. 

With  deregulation  of  telecommuni- 
cations, the  giants  will  be  trying  to  get 
even  bigger.  The  not-so-giants  will  chal- 
lenge them  . . .  head  on.  And  some  will 
succeed. 

But  one  company,  United  Telecom, 
will  avoid  a  broadside  confrontation. 

We  will  concentrate  on  developing 
businesses  where  we're  already  making 
a  unique  contribution.  We  have  formed 
a  new  communications  company  to 
capitalize  on  our  unique  capabilities 


in  enhanced  voice  and  data  services. 

Our  telephone  companies  (situated 
in  many  population  growth  areas)  are 
planning  to  bring  more  sophisticated 
services  to  the  telephone  user  . . .  be- 
coming, in  effect,  the  suppliers  of  local- 
ized communications  service  centers. 

Our  computer  group,  resisting  the 
urge  to  be  all  things  to  all  people,  will 
continue  its  emphasis  on  enhanced  com- 
puter solutions  for  selected,  data-inten- 
sive markets  where  it  has  proprietary 
knowledge  and  software  expertise. 

Our  distribution  company,  already 

United  Telecom  SSS 


Larry  Mancini,  Corporate  Planning,  United  Telecom 

the  largest  supplier  of  equipment  to  the 
telephone  interconnect  industry,  will 
continue  its  drive  for  leadership  in  sup- 
plying telecommunications  and  related 
equipment. 

Our  intentions  are  clear.  We  will 
specialize.  And  by  specializing,  we  will 
become  an  even  more  important  part  of 
the  Information  Age. 

To  learn  more  about  how  we're 
programmed  for  the  future,  write  to 
D.F.  Forsythe,  United  Telecommunica- 
tions, Inc.,  Box  11315,  Kansas  City, 
Mo.  64112. 


A  clear,  distinctive  voice  in  the  information  Age. 


Statistical  Spotlight 


In  this  market,  high-technology  companies 
can  provide  more  thrills  than  Pac-Man. 
But  what  if  the  game  goes  against  you? 


Wired  for  fun 


By  Paul  Bornstein 


T|  he  public  is  always  captivated 
by  technology.  Tell  the  world 
your  company  deals  in  electron- 
ics, computers  or  is  even  remotely 
connected  with  video  games  and  in- 
vestors will  beat  a  path  to  your  door. 
Especially  so  these  days. 

This  can  lead  to  lofty  P/Es.  The 
DJIA,  for  example,  is  now  selling  at 
12.8  times  earnings.  But  Media  Gen- 
eral's data  processing  group  is  selling 
at  an  average  of  19.6  times  earnings 
and  its  electronics  group  is  selling  at 
an  average  of  27.8  times  earnings — 
virtually  discounting  the  hereafter,  as 
the  old  saying  goes. 

That  is  a  less  spectacular  gap  than 
existed  at  the  last  market  peak  in 
1981.  Then  the  Dow  sold  at  8.2  times 
earnings,  vs.  18.2  for  electronics  and 


13  for  business  data  processing  com- 
panies. So,  big  premiums  for  high- 
tech stocks  are  nothing  new.  Especial- 
ly so  in  a  market  that  has  produced 
big  runups  in  smokestack  issues 
where  earnings  are  virtually  nonexist- 
ent and  strictly  on  the  come.  A  good 
many  high-technology  issues  are 
cheap  by  comparison. 

The  question  is:  Which  high-tech- 
nology stocks  arc  worth  the  premium 
and  which  are  not?  All  high-technolo- 
gy companies,  for  example,  run  the 
daily  risk  of  losing  out  in  the  market- 
place if  a  competitor  introduces  a  bet- 
ter or  cheaper  semiconductor  or 
memory  device. 

The  following  table  includes  infor- 
mation about  some  of  the  more  suc- 
cessful high-technology  companies 
with  sales  between  $25  million  and 
$250  million.  Some  of  these  compa- 


nies, perhaps  most  of  them,  will  even 
tually  falter  and  fall,  but  at  preserij 
they  all  have  positive  earnings  anj 
growth  rates  and  thus  could  be  le: 
risky  than  their  high  P/Es  suggest. 

The  column  in  the  table  labele 
"P/E  relative  to  5-year  growth  rate 
indicates  market  expectations  oi 
each  firm.  A  higher  figure  indicates 
greater  level  of  investor  optimism 
Standard  Microsystems,  for  example 
is  a  manufacturer  of  microcompute 
peripherals  and  leads  the  pack  wit] 
4,929%.  "The  company  has  not  re 
bounded  merely  because  of  the  eX; 
pected  recovery  but  because  the 
have  introduced  one  new  product  pe 
month  for  the  past  year  and  a  haj 
and  have  a  portfolio  of  valuable  pal 
ents,"  says  Robert  Sullivan  of  Pain 
Webber. 

Another  potential  winner  is  Co( 
vus  Systems,  which  introduced  thi 
Winchester  Disk  storage  system.  I 
has  a  new  product  called  Omninet 
which  links  personal  computers,  an) 
will  soon  release  a  new  microcom 
puter  storage  device.  "Due  to  goo| 
management,  the  company  caj 
change  just  as  quickly  as  the  ma| 
ket,"  says  Richard  Hasloecher  d 
Butcher  and  Singer. 

Not  surprisingly,  most  of  the  fol 
lowing  firms  are  selling  at  or  nea( 
52-week  highs.  Sixty-one  sell  at 
multiple  of  26  or  more,  or  at  leas 
twice  the  multiple  on  the  Dow.  As 
group  these  stocks  are  much  mori 
volatile  than  the  rest  of  the  market 
Tomorrow's  Polaroid  and  Xerox  ar 
likely  to  be  among  this  group  of  9 
firms.  But  so  is  tomorrow's  Transi 
tron  (see  p.  200).  ■ 


Born  to  be  wild 


These  92  high-tech  firms  have  shown  an  ability  to 
move  fast  and  to  make  money.  But  the  market  is 
charging  a  large  premium  on  most  of  these  highly 


volatile  shares.  Over  half  the  firms  have  betas  greater 
than  1.50.  Investors  who  already  have  difficulty  falling 
asleep  may  want  to  look  elsewhere. 


-P/E  relative  to 


Company /business 

recent 

-Price  

52-week  range 

Current 

P/E 

5-yr 
growth 
rate 

S&P's 
500 

Beta 

Return 

on 
equity 

Adage/computer  equip 

52'  , 

52%- 

-16 

31 

70% 

156% 

1.92 

25% 

Adams-Russell/electronics 

26'/« 

27%- 

-12 

26 

92 

129 

1.60 

19 

Alpha  Industries/electronics 

22  Vi 

24%- 

-IOVa 

30 

L07 

149 

1.39 

15 

Altos  Computer  Systems/computer  equip 

23 

39  - 

-19% 

45 

41 

224 

NA 

62 

Analog  Devices/electronics 

27% 

287/s- 

-11 

48 

532 

238 

1.74 

13 

Analogic/precision  instruments 

61 'A 

6IV2- 

-23l/2 

40 

135 

201 

1.83 

19 

Andrew/telecomm  equip 

40  % 

41V2- 

-20 

25 

84 

126 

1.02 

19 

Applied  Magnetics/computer  equip 

31  Vi 

31%- 

-12% 

23 

116 

115 

1.41 

17 

ARGOSystems/electronics 

25 

27%- 

-14 

32 

87 

159 

NA 

25 

Atlantic  Research/rocket  motors,  prec  instr 

55% 

55%- 

-19 '/a 

25 

126 

125 

1.85 

20 

Augat/ electronics 

Automatic  Switch/electro-mag  control  equip 

39 
39 

40 '/>- 
407/s- 

-20 
-26 

32 
22 

226 
242 

158 
108 

1.35 
0.70 

24 
19 

NA:  Not  available. 


Si  iuti  es  William  O'S'eil  &  Co.:  FORBES 
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pother  view  of  a  chemical  company.  Sequence  11 


inesimus  Robi,  coffee  farmer,  talking  about  his  son  Francis  Mburu,  sales  manager  at  Henkel  Kenya. 

For  our  people  here, 

Henkel  is  almost  like  a  second  village!' 


! 's  like  uprooting  a  coffee  shrub, 
pat's  how  Kenyans  feel  when  they 
p  forced  to  leave  their  home  villages. 
K  the  soil  here  cannot  feed  us  all. 
,  many  young  people  have  had  to 
bve  from  their  villages.  My  son, 
|  example. 

pm  the  rural  village  to  a  large  city 
|e  Nairobi  and  Henkel  -  these  are 
k  worlds  apart.  And  yet  everything 
rned  out  fine.  One  reason  for  this 
piat  companies  like  Henkel  don't 
:nply  come  along  looking  for  cheap 
pour.  No,  they  really  care  for  the 
lople  working  for  them.  To  begin 
ith,  Henkel  arranged  for  the  most 

portant  thing  of  all,  a  flat.  Here 
ancis  Mburu  can  feel  truly  at  home, 
pen,  Henkel  sent  him  for  an  on-the- 
p  trainee  program  to  Europe  and 

geria. 


Meanwhile  he  has  become  a  manager 
in  the  Henkel  sales  department. 
He  has  a  lot  of  travelling  to  do,  selling 
industrial  cleaners  to  customers  such 
as  dairies,  breweries,  hotels  and  so  on. 
Therefore,  he  has  to  go  on  safaris  very 
often  -  this  is  what  we  call  these 
business  trips. 

I  know  the  people  Francis  Mburu 
works  with.  I  invited  them  to  my  small 
coffee  farm.  And  drinking  homemade 
beer  we  had  a  wonderful  time,  chat- 
ting late  into  the  night. 
A  thing  I  have  come  to  realize  is  that 
our  traditions  and  modern 
industry  can  exist  side 
by  side.  That  is  provided 
people  are  treated  with 
due  respect.." 

My  son  Francis  Mburu. 


Henkel  Kenya  Ltd.,  Nairobi,  is  one 
of  more  than  100  companies  of  the 
Henkel  Group,  situated  in  more 
than  40  countries.  Worldwide  sales 
over  9  billion  DM.  34,000  employees. 
Headquarters  Diisseldorf,  Federal 
Republic  of  Germany.  Product  range 
includes  laundry  products,  household 
cleaners,  cosmetics,  adhesives, 
industrial  cleaners,  oleochemicals, 
auxiliary  products  for  textile  and 
leather  industries.  Over  8,000  products 
for  all  walks  of  life. 


Chemistry  working  for  you. 


Born  to  be  wild 


 P/E  relative  to  

5-yr  Return 


— Price  

Current 

growth 

S&P's 

on 

Company/business 

recent 

52-week  range 


P/E 



rate 

 — — 

500 



Beta 

equity 

 1 

Avantek/clectronics 

26  Vi 

27%-ll% 

43 

1 16% 

212% 

1 .45 

20% 

Aydin/telecomm.  computer  equip 

53  '/i 

54%- 17% 

21 

71 

103 

1 .74 

26 

Riirndv/rliTtriral  eauin 

26 

26'/2-15% 

26 

371 

129 

0.97 

20 

CPT/computer  equip 

23% 

26%-  9% 

23 

52 

113 

1.64 

22 

C3/eomputer  equip 

22  • 

22%-  8 

24 

46 

120 

0.57 

24 

Calif  Microwave/telecomm  equip 

OH/ 

"5  A  1  /         ft  1  / 

ob 

17] 

LIS 

ill 

1 .00 

lo 

Cobe  Labs/health  care  equip 

48 

AO           1  /~\  1  / 

48   -20 Vi 

16 

163 

8 1 

1 .20 

13 

Communications  Inds/electronics 

34 

34l/4-17'/4 

32 

132 

158 

1.81 

19 

Computer  &  Commun  Tech/computcr  equip 

23  Vi 

33 Vi-  9% 

48 

184 

238 

1.97 

16 

Computer  Assoc  Intl/computer  software 

27  Va 

28%-  8Vi 

46 

27 

228 

1.57 

54 

— 

Computer  Products/electronics 

18 

1 8  '/k—  6% 

37 

216 

183 

1 .65 

— -rrii 
1 7 

Conrac/precision  instruments 

1 8% 

1 9%- 1  1  % 

10 

21 

52 

1.52 

7 

Corvus  Systems/computer  equip 

19V4 

23  -10% 

45 

27 

222 

1.23 

33 

Cray  Research/computer  equip 

43% 

49V4-20 

31 

71 

154 

2.06 

16 

Cu!linet  Software/computer  software 

39% 

40 '/?.- 12 

53 

124 

264 

2.09 

23 

Curtiss- Wright/industrial  machinery 

45*/4 

52  —32% 

1 1 

26 

53 

1 .36 

21 

DST  Systems/computer  software 

35  '/2 

35%— 24% 

6b 

A  1 

4 1 

K I  A 

IN  A 

C  7 

5/ 

Dynatech/precision  instruments 

33% 

34'/4-ll'/2 

26 

112 

128 

1.37 

23 

Dysan/computer  equip 

26'/2 

27'/4-10% 

48 

268 

239 

1.45 

9 

Electrospace  Systems/electronics 

33 

33  -  9% 

48 

98 

238 

1.89 

41 
- 

Elscint  Ltd/precision  instruments 

24  '/i 

29  -  7% 

26 

20 

131 

1.18 

26 

Esterline/precision  instruments 

26V i 

29%- 12% 

28 

107 

139 

1.92 

12 

Evans  &  Sutherland  Comp/computer  equip 

42'/2 

50'/2-19'/4 

39 

88 

192 

2.04 

28 

Floating  Point  Systems/computer  equip 

33 

38%- 16 

26 

68 

128 

1.18 

19 

John  Fluke  Mfg/precision  instruments 

28'/. 

28%-13% 

25 

2,478 

123 

1.15 

11 

Gandalt  Technologies/computer  equip 

13% 

22%- 10% 

23 

38 

115 

1.41 

29 

Gerber  Scientific/computer-aided  D&M 

19% 

19%-  6% 

36 

301 

180 

2.93 

9 

HBO  &  Co/hospital  computer  sves 

31% 

32%- 12% 

48 

115 

239 

1.34 

29 

ISC  Sys/computer  equip 

16% 

21%-10'/. 

49 

45 

243 

1.31 

28 

Impell/svc  to  nuclear  industry 

30'/. 

30'/4-14'/2 

13 

36 

65 

1.80 

32 

Informatics  Gen/computer  equip  &  sves 

29% 

31%-  9V2 

20 

24 

98 

1 .99 

20 

Infotron  Systems/computer  equip 

35  Vi 

38  -10 

44 

337 

218 

2.28 

8 

Joslyn  Mfg  &  Supply/electrical  equip 

28% 

33 'A- 19 

1 1 

32 

54 

0  90 

17 

Kollmorgen/precision  instruments 

27% 

28%- 15 

32 

454 

158 

1.63 

18 

LTX/precision  instruments 

16% 

17  -  6Vs 

43 

89 

212 

0.63 

20 

Liebert/computer  equip 

22 

28   -1 1 

31 

74 

154 

1 .56 

22 

Magnetic  Controls/telecomm  equip 

18% 

19  -  8% 

24 

88 

118 

1.53 

13 

Management  Science  Amer/computer  software  27% 

28%-  9% 

53 

1 14 

265 

2.04 

24 

Matrix  Corp/precision  instruments 

42 

43'/2-15% 

42 

47 

211 

1 .39 

20 

Matrix  Science/electrical  equip 

27 

22 

54 

107 

1.89 

34 

Micom  Sys/computer  equip 

41 

41  %-l  1  Vi 

45 

39 

221 

1.80 

34 

Molex/electrical  equip 

54  % 

54%-25'/2 

27 

150 

134 

0.83 

24 

Moog  CI  A/aerospace 

17 

173/4_  gy,. 

33 

363 

162 

1  65 

9 

National  Computer  Sys/computer  equip 

27  Vi 

27%- 10% 

21 

423 

105 

1.74 

20 

Pacific  Scientific/precision  instruments 

33 

33  Vh-  8 

19 

94 

93 

1.82 

25 

Pansophic  Systems/computer  software 

23% 

25%- 10 

33 

92 

164 

1.17 

38 

PAR  Technology/computer  equip 

26 

29'/2-19% 

44 

51 

219 

NA 

83 

Paradyne/computer  equip 

27  V» 

35%- 15% 

23 

32 

112 

2  23 

17 

Plantronics/electronics 

18 

27%-15% 

13 

254 

63 

1.08 

14 

Printronix/microcomputer  prntrs 

27'/2 

34  -17 

18 

63 

91 

1.90 

18 

Regency  Electronics/electronics 

27 

27'/2-  7% 

27 

303 

136 

1.50 

13 

SCI  Systems/electronics 

46% 

47%-12'/s 

47 

134 

232 

2.63 

15 

SEI/bank  computer  sves 

32% 

32'/4-10% 

42 

144 

208 

1.70 

17 

Scitex  Ltd/computer  equip 

24% 

27 Vi-  8% 

30 

272 

149 

1.42 

16 

Shared  Medical  Sys/hosp  computer  sves 

37% 

37%-133/4 

40 

173 

198 

1.39 

30 

Simmonds  Precision  Prods/precision  instr 

38'/3 

39%-12'/2 

16 

160 

80 

2.09 

20 

Sparton  Corp/electronics 

35  Vi 

36%-ll'/4 

12 

40 

60 

1.31 

15 

Standard  Microsystems/electronics 

26% 

26%-  7% 

49 

4,929 

245 

1.88 

5 

Systematics  Inc/bank  computer  sves 

40% 

44%- 18% 

46 

110 

230 

0.88 

25 

TIE  Communications/telecomm  equip 

57% 

59  -14% 

42 

54 

208 

2.27 

25 

TRE/aerospace 

34 

35%- 12 

33 

1,111 

166 

1.87 

6 

Tandon/computer  equip 

24% 

25%-  6 

49 

55 

241 

2.14 

25 

Tech-Sym/electronics 

22% 

22%-  7% 

27 

104 

134 

2.11 

18 

Telecom  Plus  Intl/telecomm  equip 

26% 

31  -11 

37 

57 

182 

1.30 

13 

Teleflex/precision  instruments 

37'/h 

37%-16'/8 

21 

65 

106 

1.72 

26 

NA:  Not  available.  Sources  William  O'Neil  &  Co.  Founts. 
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77ns  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  Supplement  and  the  Prospectus  to  which  it  relates. 


May  13,  1983 

$350,000,000 


Warner  Communications  Inc. 


$125,000,000  107/s  %  Subordinated  Debentures  due  June  1, 1995 

Price  99.15% 

Plus  accrued  interest,  if  any,  from  May  18, 1983 


$225,000,000  11V2%  Subordinated  Sinking  Fund  Debentures  due  June  1, 2013 

Price  100% 

Plus  accrued  interest,  if  any,  from  May  18, 1983 


Copies  of  the  Prospectus  Supplemen  t  and  the  Prospectus  to  which  it  relates  may  be  obtained  from 
the  undersigned  underwriters  only  in  States  in  which  these  securities  may  lawfully  be  offered. 


SALOMON  BROTHERS  INC  A.  G.  BECKER  PARIBAS 

INCORPORATED 

BEAR,  STEARNS  &  CO.  THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO. 

LAZARD  FRERES  &  CO.  MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

MERRILL  LYNCH,  PIERCE,  FENNER  b  SMITH  INCORPORATED 

MORGAN  STANLEY  &  CO.  BLYTH  EASTMAN  PAINE  WEBBER  ALEX.  BROWN  &  SONS 

INCORPORATED  INCORPORATED 

DILLON,  READ  &  CO.  INC.  DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

SECURITIES  CORPORATION  INCORPORATED 

E.F.  HUTTON  &  COMPANY  INC.  KIDDER.  PEABODY  &  CO.  PR UDENTIAL-BACHE 

INCORPORATED  SECURITIES 

L.F.  ROTHSCHILD,  UNTERBERG,  TOWBIN  SHEARSONf AMERICAN  EXPRESS  INC. 
SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WERTHEIM  &  CO.,  INC.         DEAN  WITTER  REYNOLDS  INC. 

INCORPORATED 


Born  to  be  wild 


—P/E  relat 

ive  to — 

5-yr 

Return 

— Price  

Current 

growth 

S&P's 

on 

Company /business 

recent 

52-week  range 

P/E 

rate 

500 

Beta 

I' i\  11  I  t  \ 

TERA/computcr  equip 

31 

31  -12% 

•  39 

93% 

195% 

NA 

40% 

Texscan/elcctronics 

23 'A 

26  -  9% 

28 

47 

139 

1.98 

17 

Thermo  Electron/mill  machinery  &.  instrs 

28  Vi 

30%- 11% 

48 

1,188 

236 

1.60 

12 

Timeplex/computcr  equip  &  sves 

22% 

25 'A-  6'/4 

49 

275 

246 

2.52 

6 

TV*incTV**linr»ln  t*v/  'ifnKnsrp 

20  %  ■ 

20  xh-  8Vs 

14 

33 

70 

1 .64 

22 

Triad  Sys/computer  equip 

23% 

27%-  Wi 

49 

213 

243 

2.37 

8 

Ultimate/computer  equip 

23% 

24%-  6% 

34 

22 

167 

1.85 

40 

Unitrode/eleetronics 

55% 

55V4-24% 

25 

101 

126 

1.51 

22 

Universal  Comm  Sys/tclecomm  equip 

18'/4 

19  -135/s 

37 

91 

181 

1.42 

16 

Veeco  Instruments/precision  instruments 

Ly  /4 

ju  /4 —  y  /8 

JZ 

1  D7K 

1  ,U  f  0 

1  Al 
lol 

Z.00 

Vernitron/electrical  equip 

16 'A 

16%-  7'A 

17 

139 

83 

1.94 

18 

Watkins-Johnson/electronics 

75% 

76  -30 

22 

103 

108 

1.45 

14 

Western  Pacific  Ind/precision  instruments 

70 

70  -SOV2 

14 

706 

70 

0.87 

29 

Whitehall/precision  instruments,  aerospace 

SOVi 

50'/2-15V5 

20 

37 

98 

1.85 

38 

XEBEC/computer  equip 

28 

28%-20 

38 

126 

188 

NA 

70 

NA:  Not  available.  Sources  William  O'Neil  &  Co.;  FOKBliS 


The  Funds 


Long-term  performance  is  important  in  choosing  a  mutual  fund. 
But  not  if  the  guy  who  ynade  that  record  is  lazing  on  a  beach. 


Know  the  men 
behind  the  numbers 


By  Barbara  Rudolph 


ONEY  MAY  BE  ROLLING  into 

mutual  funds  these  days,  but 
the  sales  pitch  is  the  same  as 
always:  "Come  on,  poor  investor,  you 
don't  have  the  expertise  or  the  energy 
to  pick  stocks.  Let  our  wisdom  work 
for  you." 

Behind  the  salesman's  patter,  how- 
ever, is  this  cold  reality:  When  you 
buy  shares  in  a  mutual  fund,  you  are 
buying  the  judgment  of  the  manager 
running  the  portfolio.  Ten-year  track 
records  are  well  and  good,  but  not  if 
the  clever  fellow  who  bought  and  sold 
the  stocks  is  now  lazing  on  a  beach. 

Identifying  a  portfolio  manager 
isn't  always  easy.  A  prospectus  must 
name  the  fund's  officers,  but  not  nec- 
essarily the  individual  who  makes 
investment    decisions.    And  even 


when  the  manager  is  designated,  if  he 
quits  or  retires,  the  departure  often 
isn't  acknowledged  in  a  quarterly  re- 
port. "The  industry  has  resisted  this 
disclosure  because  it  implies  that  the 
fund  turns  on  one  guy,"  says  one  fund 


manager — anonymously,   of  course. 

But  many  of  the  best  funds  really 
are  one-man  shows.  Consider  the 
classic  case  of  Emory  deVegh.  Hisl 
funds  were  top-notch  performers  inj 
the  Fifties  and  until  he  died  in  the  early 
Sixties.  They  have  been  also-rans  ever 
since.  Much  the  same  with  the  Over- 
the-Counter  Securities  Fund,  which 
was  well  regarded  in  the  late  1970s 
and  has  only  kept  up  with  the  compe- 
tition since  manager  Ralph  Coleman 
died  suddenly,  two  years  ago. 

Sometimes  a  good  track  record  can 
lead  to  job  offers  and  leave  shareholders 
to  evaluate  brand-new  investment 
managers.  There  have  been  at  least  two 
I   notable  moves  during  this  bull  market: 
L  Take  Philip  Hempleman,  who  ran  the 
\  )hot  Oppenheimer  Target  Fund,  a  cap- 
''ltal  appreciation  fund  that  was  intro- 
duced in  January  1981.  It  rang  up  an 
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TIME 


This  year,  TIME  The  Weekly  Newsmagazine  begins  its  61st  year  of  publication.  Since 
TIME  was  founded  in  1923,  the  world  has  moved  from  the  T-model  Ford  to  the  space 
shuttle  Columbia;  from  the  crystal  radio  and  silent  movie  to  live  telecasts  from  the 
surface  of  the  moon.  People,  nations  and  institutions  have  been  born  and  others  have 
disappeared.  TIME  has  recorded  it  all—and  today  continues  to  record  for  nearly  30  million 
weekly  readers  around  the  world  the  changes  that  affect  their  lives.  In  fact,  more  people  in  more 
countries  now  get  their  news  from  TIME  than  from  any  other  single  source. 


"If  the  prospectus  says 
something  like,  'We'll  invest 
in  small  growth  stocks,  but 
if  they  seem  unattractive, 
the  fund  will  diversify,'  then 
I  would  want  to  he  damned 
sure  who  is  running  the 
show." 


impressive  1 13%  return  on  assets  over 
the  past  year  ending  March  1983. 

Propelled  by  that  success,  Hemple- 
man  left  Oppenheimer  last  October  to 
become  a  managing  director  of  the 
Trust  Company  of  the  West,  a  Los 
Angeles-based  investment  firm  that 
has  a  total  of  $5  billion  in  assets — 


mostly  pension  money— 
under  management. 
Hempleman  will  be  per- 
sonally supervising  some 
$650  million  in  equity 
portfolios. 

And  five  months  ago 
Gary  Capen,  who  had 
been  running  the  St. 
Paul  Growth  Fund  for 
the  past' 15  years,  quit  to 
form  his  own  invest- 
ment firm  with  Jim 
Jundt.  St.  Paul  was  on 
the  Forbes  1982  Honor 
Roll  and  had  a  61%  re- 
turn from  March  1982  to 
March  1983.  Whether  shareholders  in 
both  these  funds  should  jump  ship  or 
not  remains  to  be  seen. 

Many  funds,  of 
course,  have  largely  pre- 
determined investment 
strategies.  A  prospectus 
can  require,  say,  100% 
of  assets  to  be  in  small 
technology  companies. 
In  situations  like  this, 
counsels  James  S. 
Riepe,  director  of  the 
mutual  funds  division 
at  T.  Rowe  Price  Asso- 
ciates, an  investor 
should  be  less  con- 
cerned about  who  the 


individual  manager  is.  After  al 
there's  less  room  to  maneuve] 
"But  if  the  prospectus  says  some 
thing  like,  'We'll  invest  in  smaj 
growth  stocks,  but  if  they  seed 
unattractive,  the  fund  will  diversj 
fy,'  then  I  would  want  to  be  damnei 
sure  who  is  running  the  show, 
says  Riepe. 

On  the  other  hand 
some  big  manage 
ment  companie 
strive  to  create  an  an 
mosphere  where  port 
folio  strategy  reflect 
the  organization  rath 
er  than  the  man.  Her 
investors  are  safer,  so  the  argumen 
runs,  because  no  individual  is  respon 
sible  for  performance.  "At  groups  lik 
Keystone  and  SteinRoe  it  is  structun 
that  is  significant,"  says  Michae 
Knoll,  a  consultant  who  runs  Hubri 
Research  Corp. 

Consider  Arnold  Bernhard,  the  81 
year-old  founder  of  Value  Line,  whicl 
is  in  the  midst  of  its  first  public  offer 
ing.  Bernhard  by  all  accounts  has  ere 
ated  a  system  for  stock-picking  tha 
seems  likely  to  survive  his  departur« 
from  the  firm. 

But  simply  being  part  of  a  big  man 
agement  company  doesn't  mean  a  funt 
can't  operate  independently.  Fidelity': 
Magellan  Fund,  the  top  equity  perform 


i 


Here's  the  past;  what's  the  future? 


People  who  sell  mutual  funds  don't  like  to  admit  that 
performance  might  be  dependent  on  the  health  or  profes- 
sional happiness  of  any  one  person.  Here  are  19  equity 
funds  with  $  100  million  or  more  in  assets  that  are  closely 
identified  with  well-known  money  managers.  Each  has 
been  on  the  scene  for  at  least  ten  years.  No  stock  picker 


functions  in  a  vacuum,  of  course,  but  these  are  without  a 
doubt  key  men.  The  career  performance  records  in  the 
last  column — calculated  independently  by  each  fund — 
indicate  investingmay  be  onebusiness  where  experience 
counts.  Whether  shareholders  will  prosper  when  these 
battle-scarred  veterans  leave  is  anyone's  guess. 


Years 

Compound 

Assets 

with 

annual 

Name  of  fund 

(millions) 

Manager 

Age 

fund 

return 

Affiliated 

$2,000 

John  McCarthy 

56 

11 

12.6% 

AMCAP 

835 

James  Fullerton 

66 

16 

12.8 

American  Investors 

152 

George  Chestnutt 

68 

25 

8.9 

Bullock 

157 

Hugh  Bullock 

84 

50 

12.1 

44  Wall  Street 

230 

David  Baker  Jr 

49 

14 

15.0 

Guardian  Mutual 

302 

Roy  Neuberger 

79 

33 

12.4 

International  Investors 

704 

John  van  Eck 

67 

28 

15.1 

Janus 

213 

Thomas  Bailey 

44 

13 

19.1 

Lindner 

247 

Kurt  Lindner 

61 

29 

25.6* 

Mutual  Shares 

210 

Max  Heine 

72 

33 

13.0+ 

Nicholas 

148 

Albert  Nicholas 

52 

14 

13.0 

Pioneer 

1,329 

Philip  Carret 

86 

55 

12.9 

Scudder  Development 

228 

Edmund  Swanberg 

61 

12 

14.7 

Seligman  Capital 

102 

Fred  Brown 

69 

13 

14.6 

Templeton  Growth 

797 

John  Templeton 

70 

29 

14.7 

20th  Century  Select 

350 

lames  Stowers 

59 

12 

22.2 

Value  Line 

160 

Arnold  Bernhard 

81 

33 

11.7 

Vance,  Sanders  Special 

132 

Landon  Clay 

57 

14 

10.3 

Windsor 

1,491 

JohnNeff 

51 

19 

12.8 

'Figure  covers  public  years,  since  1973 

tFigure  covers  last  30  ye; 

rs  only. 
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■IOLIDAY 
GIFT 
COLLECTION 


pVEMBER  21,  1983  ISSUE 
PSIN'G  DATE:  AUGUST  29 


>rbes 

pitalistTbol 


Join  a  special  collection. 

The  1983  Executive  Holiday  Gift  Collection  run- 
ning in  FORBES'  November  21,  1983  issue  (closing 
date:  August  29).  Take  advantage  of  this  timely 
opportunity  to  advertise  your  product  to  America's 
most  affluent  and  responsive  market  when  they 
are  looking  for  gift  ideas. 

An  effective  setting. 

Advertising  messages  appearing  in  FORBES  bene- 
fit from  the  careful  review  each  issue  receives 
from  our  subscribers.  They  savour  rather  than  skim 
FORBES.  Our  700,000  subscribers  spend  an  aver- 
age of  more  than  2  hours  reading  their  copy 
of  FORBES.  They  react  to  what  they  read:  the 
most  recent  Executive  Holiday  Gift  Collection  in- 
sert card  produced  nearly  500  qualified  responses 
per  advertiser.  And  FORBES'  subscribers  can 
afford  to  buy  the  products  that  capture  their 
attention.  Their  average  household  income  is 
over  $124,000  and  their  average  net  worth 
exceeds  $915,000. 


Don  t  delay. 


The  Executive  Holiday  Gift  Collection  will  appear 
in  the  "Personal  Affairs"  feature  of  FORBES  "Per- 
sonal Affairs"  helps  to  satisfy  the  after-hours  inter- 
ests of  our  readers.  Since  they  regularly  turn  to 
this  topical  FORBES  section  for  information  useful 
in  their  personal  lives,  that  makes  the  Executive 
Holiday  Gift  Collection  an  ideal  place  for  advertis- 
ing your  high-quality  consumer  products.  Mes- 
sages presented  in  the  Executive  Holiday  Gift 
Collection  will  be  offered  gift-catalog  style,  with 
four  consumer  products  advertised  per  full-color 
page.  Advertisers  will  be  accepted  on  a  first- 
come,  first-served  basis.  Act  now. 

FORBES  gets  results. 

For  information  on  how  to  participate,  use  the 
coupon  below  or  call  either  of  the  following: 
George  Clissold,  Consumer  Advertising  Manager, 
(212)  620-2231  or  Linda  Loren,  Advertising  Sales 
Representative,  (212)  620-2440. 


Forbes  Magazine 

60  Fifth  Avenue/New  York,  NY  1 00 1  1 
Attention:  Ms.  Linda  Loren 

I  am  interested  in  learning  more  about  advertising  participation  in  the  1 983 
Executive  Holiday  Gift  Collection. 


Name  . 


.Title 


Company 

Address  

City  


State  

Telephone . 


.Zip. 


ffl  Your  legacy:  A  40-acre  ranch  and  a  way  of  life 


This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed 
with  the  Department  of  Law  of  the  State  of  New  York.  The  Attorney  General  of  the 
State  of  New  York  has  not  passed  on  or  endorsed  the  merits  of  this  offering. 


New  Issue 


$230,000,000 


International,  Inc. 

11 3/8%  Subordinated  Debentures  due  2013 
Interest  payable  April  1  and  October  1 


Price  90.321% 

Plus  accrued  interest  from  May  17, 1983 


Copies  of  the  Prospectus  may  be  obtained  from  the 
undersigned  in  any  State  in  which  this  announcement 
is  circulated,  and  where  such  securities  may  lawfully 
be  offered. 


Bear,  Stearns  &  Co. 

New  York/Atlanta/Boston/Chicago/Dallas/Los  Angeles/San  Francisco 
Amsterdam/Ceneva/Hong  Kong/London/Paris 


May  11, 1983 


If 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent 
Old  West. 

For  the  pleasure  of  you  and  your 
family  today,  these  minimum  40- 
acre  ranch  estates,  adjacent  to  the 


Forbes  Trinchera  Ranch  in  southern 
Colorado,  will  be  an  important  leg- 
acy in  the  future  of  your  loved  ones. 

Prices  start  at  $25,000  with  down 
payment  as  low  as  1%  and  monthly 
payments  of  $250,  including  inter- 
est at  9%.  For  details  and  color 
brochure  write  or  phone: 


Mr.  Errol  Ryland,  Manager 

FORBES  WAGON  CREEK  RANCH 

Box  303  K  K.  Fort  Garland,  Colorado  81133  •  (303)  379-3263 

This  s  not  an  offer  to  sell  in  states  where  not  registered 


er  last  year,  is  managed  by  39-year-olcj 
Peter  Lynch,  and  it's  everyone's  exanv 
pie  of  a  portfolio  that  is  one  man's  baby 
"When  you  have  a  stock  picker  like 
Lynch,  his  ability  is  very  hard  to  insti* 
tutionalize,"  says  Price's  Riepe. 

The  T.  Rowe  Price  organization,  in1 
fact,  is  a  classic  case  of  just  such 
failure.  A  lot  can  go  wrong  when 
fund's  founder — and  stock  picker  pai 
excellence — retires.  Price  left  full- 
time  work  at  his  firm  in  1971,  and 
since  then  his  Growth  Stock  Fund  has 
posted  a  pathetic  44%  return  for  the 
ten  years  ending  in  March.  That  is  one) 
of  the  worst  long-term  records  of  an> 
equity  fund. 

Do  transitions  always  have  to  be  sc 
awkward?  Not  really.  Sometimes  a 
fund  is  lucky  enough  to  have  an  able 
assistant  ready  to  take  over  where  the 


Transitions  don't  have  to  be 
awkward.  Sometimes  a 
fund  has  an  able  assistant 
ready  to  take  over.  "And 
there's  often  a  tribal  law  at 
work  even  when  the  head 
honcho  leaves,"  says  Stol 
lar  of  Vickers  Associates. 


old  master  left  off.  Explorer  Fund,  foi 
example,  a  well-known  growth  stock 
fund,  was  managed  by  John  Granahan 
for  eight  years.  Granahan's  aide! 
Frank  Wisneski,  took  oyer  in  19791 
"And  he  didn't  miss  a  beat,"  says  onei 
competitor.  "There  is  often  a  tribal 
law  at  work  even  when  the  head  hon- 
cho leaves,"  says  consultant  Michael 
Stollar  of  Vickers  Associates  Inc. 

One  final  point:  Fast  turnover  ol 
fund  managers  is  not  necessarily  bad 
Consider  T.  Rowe  Price's  New  Hori- 
zons Fund,  a  top  performer  recently, 
with  a  five-year  average  return  ol 
26% .  The  fund  has  run  through  three 
portfolio  managers  in  the  past  three 
years,  and  still  shareholders  have 
done  very  well. 

Choosing  a  fund,  then,  is  no  differ- 
ent from  making  any  other  invest- 
ment decision.  There  are  no  surefire 
rules.  But  shareholders  should  re- 
member that  mutual  fund  track  rec- 
ords depend  on  people,  and  it's  essen- 
tial to  know  who  the  runners  are.  ■ 
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WHAT'S  BLACK  AND  WHITE 
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AND  READ  ALL  OVER 


THE  WORLD? 
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DiarioMundial 

It's  the  same  paper  in  different  languages  appearing  in  sixteen  countries. 

For  information:  WorldPaper,  44  Kilby  Street,  Boston,  MA  02109  USA    Tel:  (617)  720-0525    Telex:  6817273 


A  red-hot  semiconductor  stock  back  from 
1959  isn 't  so  red-hot  these  days.  In  fact,  it 
doesnt  even  sell  semiconductors. 


Remember 
Transitron? 


By  Ellyn  Spragins 

IT  WAS  THE  FAIRY  TALE  Stock  of 
the  early  1960s,  the  stuff  of 
which  boardroom  tape  watchers 
dreamed.  There  were  commitments 
to  buy  out  the  shares  in  its  first 
public  offering  in  1959  even  before 
the  offering  was  registered  with  the 
Securities  &  Exchange  Commission. 
Transitron,  clearly,  was  another 
Texas  Instruments. 

With  all  the  touting  and  hoopla  sur- 
rounding the  company,  it  was  hardly 
surprising  that  its  share  price  rose. 
First  offered  to  the  public  at  $36  a 
share — 42  times  1958  earnings — in 
December  1959,  Transitron  shares 
quickly  rose  to  45.  By  June  of  1960, 
the  price  had  reached  60.  That's  56 
times  earnings,  a  multiple  considered 
acceptable  today  by  some  hot-stock 
investors. 

But  the  market  ran  out  of  greater 
fools.  Today,  Transitron  sells  for 
around  5V2,  and  at  its  nadir  in  1978 
scraped  bottom  at  'A.  Yet  this  was  the 
stock  of  a  profitable  concern,  under- 
written by  Merrill  Lynch  during  the 
course  of  the  first  great  technological 
breakthrough  in  semiconducting,  the 
development  of  the  transistor  and  the 
semiconductor  diode.  Investors  lost 
millions. 

Transitron  was  started  in  1952  by 
the  late  Leo  Bakalar,  of  Massachu- 
setts, a  Depression-era  high  school 
dropout  who  had  worked  his  way  into 
the  plastics  business,  and  his  younger 
brother,  David,  a  graduate  of  MIT. 
David  had  worked  at  Bell  Laborato- 
ries, where  the  transistor  was  invent- 
ed. In  1953  the  one-year-old  Transi- 
tron produced  a  gold-bonded  diode 
that  could  outperform  other  diodes, 
and  the  Defense  Department  ap- 
proved it  for  military  electronics. 
That  was  enough,  later,  to  catapult 


Transitron  into  the  market's  blue  sky. 

Leo  and  David  were  sellers  of  stock 
in  both  of  Transitron's  two  public  of- 
ferings, from  which  they  walked  away 
with  about  $56  million  after  taxes. 
Much  of  the  money  went  into  blue- 
chip  investments  and  art,  but  some 
also  went  into  government  bonds  (los- 
ers) and  into  loans  to  Transitron  (not  a 
winner). 

But  even  as  Transitron  stock  was 


Semiconductor  circuit  circa  I960 


Greater  fools  loved  it. 


bid  up  by  the  public,  Transitron  head- 
ed for  near  collapse,  although  no  one 
knew  it  at  the  time.  Everybody  was 
getting  into  the  semiconductor  busi- 
ness, and  not  all  the  competition  was 
transitory.  Texas  Instruments,  Gener- 
al Electric,  RCA  and  other  heavies 
began  to  throw  their  weight  around. 
Transistors  and  diodes  that  once  sold 
for  more  than  $1.50  each  were  fetch- 
ing only  80  cents.  By  1961  Transitron 
was  losing  money,  and  the  stock 
earned  the  distinction  of  the  poorest 
performance  of  all  issues  listed  on  the 
New  York  Stock  Exchange. 

After  being  punched  down  to  little- 
guy  status,  Transitron  never  regained 
its  high  place  in  semiconductor  elec- 
tronics. At  times  during  the  1960s 
and  1970s,  its  earnings  and  its  share 


prices  moved  upward,  only  to  fa) 
back  again  because  of  competitive 
pressure  or  losses  from  blah  acquis 
tions,  the  fruit  of  diversification.  Dq 
termined  not  to  build  Transitron  o 
semiconductors  alone,  the  Bakalai 
acquired  over  a  dozen  companiei 
Some  fit,  but  others,  including  a  ten 
and  canvas  maker,  and  a  manufactu; 
er  of  cabinets  for  television  and  stere 
sets,  did  not.  Transitron  became  ncj 
so  much  a  conglomerate  as  a  simpl 
hodgepodge  scattered  in  dozens  of  lc 
cations,  and  it  was  too  much  for  th 
Bakalars  to  deal  with. 

While  sales  grew  slowly  during  th 
1970s,  the  company  lost  money  unt 
1978.  The  Bakalars  made  their  corr 
pany  a  $21  million  personal  loan  t 
keep  the  firm  together.  Several  acqu 
sitions  were  sold.  Others  shut  dowr 
Transitron  kept  slugging  away  i 
semiconductors. 

David  Bakalar  remembers  it  thi 
way:  "We  struggled  with  semiconduo 
tors  and  we  actually  tried  to  producl 
some  of  them  overseas,  but  we  hal 
problems.  You've  got  to  be  at  the  verl 
top  of  the  technology,  and  even  if  yo  l 
are,  it  doesn't  mean  you're  makin 
money.  It  was  a  long  bitter  struggl 
before  we  finally  decided  we  were  bei 
ter  off  to  put  our  resources  in  othe 
devices." 

In  1978,  with  its  stock  selling- 
when  it  sold — at  $1  and  less,  and  wit 
yearly  sales  of  only  $35  millior 
Transitron  finally  dumped  the  sem: 
conductor  business.  Today,  in  Wc 
burn,  Mass.,  Transitron  makes  cabll 
and  interconnecting  electronic  proc 
ucts  for  cable  television,  telephone; 
computers  and  the  aerospace  indus 
try,  and  is  expanding  into  fiber  opti 
systems.  That's  real  glamour,  isn't  it 
But  then,  so  was  semiconductor: 
And  so  was  Transitron. 

The  curious  thing  is  this:  Trans 
tron  has,  in  a  way  unanticipated  b 
glassy-eyed  speculators  of  the  1960s 
become  a  success.  Its  sales  hav 
reached  $100  million  a  year,  profit 
around  $6  million,  and  sales  at  leas 
are  increasingly  healthily.  But  thos 
new-issue  buyers  in  Transitron  ar 
still  losers. 

A  stampeding  stock  market  make 
nearly  everyone  happy  and  some  pec 
pie  downright  giddy.  The  year  1 98. 
promises  a  record  flood  of  new  issues 
and  if  the  past  is  any  guide,  only  a  fe\ 
of  them  will  survive  even  as  well  a 
Transitron.  Yet  investors  and  specula 
tors  have  snapped  up  practically  ever 
new  issue  to  grind  out  of  Wall  Street' 
underwriting  mill. 

Remember  Transitron?  Who  want 
to,  when  the  next  buyer  is  a  greatc 
fool?  ■ 


FORBES,  JUNE  6,  1981 


VERY  SIMPLY. 
WE'VE  CHANGED 
OUR  NAME. 

WE'RE  NOW 
BANK  OF  BOSTON 
CORPORATION. 

FIRST  NATIONAL  BOSTON  CORPORATION,  the 

parent  company  of  The  First  National  Bank  of  Boston,  is  now 
BANK  OF  BOSTON  CORPORATION. 

Quite  simply,  we've  changed  our  name  because  Bank  of 
Boston  is  how  we  are  known  around  the  world.  Bank  is  the  foun- 
dation on  which  our  financial  business  is  built.  Boston  is  both  the 
gateway  to  our  region  and  our  entree  to  the  nation  and  the  world. 

As  New  England's  leading  bank  and  financial  institution,  we 
believe  our  200  years  of  strength  and  heritage  will  serve  us  well 
as  we  enter  our  third  century. 

It's  that  simple. 


BANK  OF  BOSTON  CORPORATION 

PRINCIPAL  U.S.  OFFICES:  BOSTON  •  NEW  YORK  •  CHICAGO  •  DALLAS  •  LOS  ANGELES  •  MIAMI  WORLDWIDE  OFFICES: 
ARGENTINA  •  AUSTRALIA  •  BAHAMAS  •  BELGIUM  •  BOLIVIA  •  BRAZIL  •  CAMEROON  •  CANADA  •  CAYMAN  ISLANDS 
CHANNEL  ISLANDS  •  CHILE  •  COSTA  RICA  •  DOMINICAN  REPUBLIC  •  FRANCE  •  GERMANY  •  HAITI  •  HONDURAS  •  HONG 
KONG  •  JAPAN  •  ITALY  •  KOREA  •  LUXEMBOURG  •  MEXICO  •  NIGERIA  •  PANAMA  •  PARAGUAY  •  PHILIPPINES  •  PUERTO 
RICO  •  SINGAPORE  •  SPAIN  •  SWITZERLAND  •  TAIWAN  •  THAILAND  •  UNITED  KINGDOM  •  URUGUAY  •  VENEZUELA 
ZIMBABWE.  WORLD  HEADQUARTERS:  100  FH)ERAL  STREET  BOSTON.  MA 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 
NEW  ISSUE  May  6,  1983 


12,000,000  Shares 

City  Investing  Company 

$2,875  Convertible  Exchangeable  Cumulative 
Preference  Stock,  Series  E 

The  $2,875  Convertible  Exchangeable  Cumulative  Preference  Stock,  Series  E,  $25  stated  value  (the 
"Series  E  Preference  Stock  '),  of  City  Investing  Company  ("City")  offered  hereby  is  convertible  at  the  option 
of  the  holder  at  any  time,  unless  previously  redeemed,  into  Common  Stock  of  City  ( the  "Common  Stock" )  at 
a  conversion  price  of  $50  per  share  (equivalent  to  a  rate  of  0.50  shares  of  Common  Stock  for  each  share  of 
Series  E  Preference  Stock),  subject  to  adjustment  under  certain  conditions.  On  May  4,  1983,  the  last 
reported  sale  price  of  the  Common  Stock  on  the  New  York  Stock  Exchange  was  $33  per  share.  Dividends 
on  the  Series  E  Preference  Stock  will  be  cumulative  from  the  date  of  original  issue  and  are  payable  quarterly 
on  the  first  days  of  February,  May,  August  and  November  in  each  year,  commencing  August  1,  1983. 

The  Series  E  Preference  Stock  also  is  exchangeable  in  whole  at  the  option  of  City  on  any  dividend  payment 
date  beginning  May  1,  1985,  for  City's  11.50%  Convertible  Subordinated  Debentures  Due  2008  (the 
"Debentures")  at  the  rate  of  $25  principal  amount  of  Debentures  for  each  share.  The  Debentures,  if  issued, 
will  be  convertible  at  the  option  of  the  holder  at  any  time,  unless  previously  redeemed,  into  Common  Stock 
of  City  at  an  initial  price  equivalent  to  the  conversion  price  applicable  to  the  Series  E  Preference  Stock  for 
which  the  Debentures  were  exchanged. 


Price  #25  Per  Share 

(Plus  accumulated  dividends,  if  any,  from  date  of  issue) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Blyth  Eastman  Paine  Webber 

Incorporated 

The  First  Boston  Corporation 

Salomon  Brothers  Inc 

Bear,  Stearns  8C  Co.  A.  G.  Becker  Paribas  Alex.  Brown  8C  Sons  Dillon,  Read  8C  Co.  Inc. 

Incorporated 

Donaldson;  Lufkin  &  Jenrette        Drexel  Burnham  Lambert        Goldman,  Sachs  &  Co.        Hambrecht  &  Quist 

Securities  Corporation  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.      Kidder,  Peabody  &Co.      Lazard  Freres  8C  Co.      Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

Prudential-Bache  L.  F.  Rothschild,  Unterberg,  Towbin  Shearson/ American  Express  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  "        Dean  Witter  Reynolds  Inc. 

Incorporated 

A.  G.  Edwards  &  Sons,  Inc,  Oppenheimer  &.  Co.,  Inc.  Thomson  McKinnon  Securities  Inc.  Advest,  Inc. 
Robert  W.  Baird  &  Co.       Bateman  Eichler,  Hill  Richards       William  Blair  &  Company       Blunt  Ellis  8C  Loewi 

Incorporated  Incorporated  Incorporated 

J.  C.  Bradford  &  Co.  Butcher  8C  Singer  Inc.  Cowen  8C  Co.  Dain  Bosworth  Incorporated 

First  of  Michigan  Corporation  Janney  Montgomery  Scott  Inc.  Ladenburg,  Thalmann  &  Co.  Inc. 

Cyrus  J.  Lawrence  McDonald  &  Company  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Incorporated 

Piper,  Jaffray  &  Hopwood       Prescott,  Ball  &  Turben,  Inc.       Rotan  Mosle  Inc.       Wheat,  First  Securities,  Inc. 

Incorporated 


Capital  Markets 


Can  a  divorcee  make  better  investment 
decisions  than  her  ex-husband?  She  just 
may,  if  she  follows  these  suggestions. 

DEAR  BEN... 


By  Ben  Weberman 


A  recently  divorced  54-year-old 
[woman  from  a  small  East  Coast 
town  has  written  me  for  advice. 
'How,  she  asks,  can  she  show  up  her 
!ex-husband  by  putting  her  settle- 
:ment  to  work  in  the  bond  market. 

To  do  that  she'll  need  to  speculate 
a  bit.  That  rules  out  conventional 
no-load  bond  funds  [see  p.  60).  Her 
'relatively  small  capital  also  rules 
[out  buying  issues  directly,  since 
that  makes  little  sense  with  less 
than  $100,000  to  play  with. 

Instead,  let  me  suggest  two  mutu- 
al funds  that  invest  in  bonds  and 
stand  a  good  chance  to  outperform 
the  overall  market.  One  invests  in 
taxable  bonds,  the  other  in  tax- 
:frees.  If  you  are  in  a  35%  or  higher 
, marginal  tax  bracket,  you  will  prob- 
ably do  better  in  the  latter;  other- 
wise, the  former.  Unfortunately, 
both  are  front-end  load  funds, 
which  charge  commissions  that 
i  wipe  out  part  of  the  first  year's  re- 
turn. Nevertheless,  they  have  inter- 
esting features  that  may  make  them 
worth  the  extra  cost. 

Each  fund  has  an  unusual  strate- 
gy. The  taxable  $1.1  billion  IDS 
Bond  Fund  will  use  interest-rate  fu- 
tures to  increase  yields.  The  tax- 
exempt  $320  million  Kemper  Mu- 
nicipal Bond  Fund  enhances  its 
Vield  with  profits  reaped  from  ad- 
vance refunding  of  state  and  local 
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government  securities. 

Ted  Busboom  is  portfolio  man- 
ager of  the  IDS  Bond  Fund,  which 
had  a  recent  31 -day  yield  of  11.75%. 
His  portfolio  is  so  large,  he  explains, 
that  it  is  difficult  to  restructure  it 
rapidly.  "Say  we  want  to  move  from 
the  fully  invested  position  we  have 
now  to  10%  cash  equivalent.  That 
means  more  than  $100  million 
must  be  shifted.  Because  our  aver- 
age holding  is  $4  million,  we  would 
have  to  sell  about  25  separate  is- 
sues— something  that  could  take  up 
to  two  months  in  a  weak  market." 

To  improve  flexibility,  Busboom 
has  received  shareholder  approval 
to  hedge.  He  can  now  restructure  in 
minutes  by  going  short  an  equiv- 
alent amount  of  Treasury  bond  fu- 
tures contracts.  Since  the  Chicago 
Board  of  Trade  crosses  60,000  to 
80,000  bond  contracts  a  day  with  an 
underlying  principal  of  $6  billion  to 
$8  billion,  the  IDS  sale  would  hard- 
ly dent  bid  and  offer  levels. 

With  the  short,  Busboom  has  pro- 
tection against  adverse  market 
moves.  If  bond  prices  fall,  his  profit 
from  the  short  sale  of  T  bond  con- 
tracts limits  the  damage.  Of  course, 
if  rates  rise,  the  fund  will  have  to 
put  up  more  margin.  But  portfolio 
gains  balance  the  loss.  The  cash 
risk:  If  prices  are  rising,  it  may  be 
necessary  to  post  additional  mainte- 
nance margin,  possibly  daily.  Still, 
Busboom  thinks  the  ability  to  hedge 
will  help  his  trading  profits. 

Don't  confuse  this  strategy  with 
that  of  speculators  who  deal  on 
their  own  in  interest-rate  futures. 
Busboom  is  a  legitimate  hedger  and 
they  aren't.  He  expects  to  be  in  fu- 
tures only  to  avoid  moving  the  mar- 
ket by  covering  his  big  positions. 
Whether  the  strategy  works  de- 
pends on  how  sharp  Busboom  is  in 
calling  major  market  turns. 

Now  look  at  the  Kemper  fund, 
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which  has  a  30-day  tax-exempt 
yield  of  8.73%.  Its  edge  comes  from 
a  portfolio  of  high-coupon  bonds 
that  are  prime  candidates  for  ad- 
vance refunding.  I  explained  this 
concept  in  a  previous  column 
(Forbes,  Apr.  11). 

Tax-free  borrowers  who  are  not 
yet  able  to  redeem  outstanding  is- 
sues because  of  call  protection  have 
a  technique  to  get  around  that  re- 
straint. They  sell  a  new  issue.  Then 
they  use  the  proceeds  to  buy  Trea- 
suries or  similar  securities. 

What's  in  it  for  the  old  bondhold- 
ers? Quite  a  bit.  The  Treasuries  be- 
come collateral  for  the  older  bonds, 
which  are  now  effectively  U.S.  gov- 
ernment-backed securities  instead 
of  just  ordinary  municipal  bonds. 
Such  older  issues  with  prerefunding 
collateral  have  jumped  from  A  or 
Baa  ratings  to  Aaa  almost  overnight, 
with  gains  of  as  many  as  12  or  13 
points  in  price,  up  10%  or  12%. 

That's  why  scouting  for  prere- 
funding candidates  can  be  profit- 
able. But  it's  too  time-consuming 
for  most  individuals.  Enter  Robert 
Butler,  portfolio  manager  of  the 
Kemper  Municipal  Bond  Fund.  He 
took  on  a  portfolio  of  single- A,  high- 
coupon  bonds  before  last  summer  in 
anticipation  of  prerefunding. 

Those  changes  began  late  last 
year,  and  the  pace  is  now  picking 
up.  About  half  his  portfolio,  howev- 
er, is  still  eligible  for  prerefunding, 
even  though  bonds  worth  $20  mil- 
lion, 6.3%  of  the  fund's  total  assets, 
have  already  benefited. 

Here's  how  a  typical  situation  can 
work.  Butler  purchased  $2  million 
of  13.2%  Oklahoma  City  Airport 
Trust  junior  lien  bonds  in  Novem- 
ber 1981  at  a  price  of  99.  Before  that 
issue  was  advance  refunded  last  De- 
cember, the  price  had  mounted  to 
112.  After  the  prerefunding  an- 
nouncement, however,  Butler's 
bonds  moved  up  to  125,  and  they 
now  trade  at  132. 

Butler  isn't  guaranteeing  any- 
thing, but  he  thinks  more  prere- 
fundings are  likely.  Perhaps,  he 
says,  they  will  raise  his  portfolio  by 
10%  in  market  value.  There  are  no 
sure  things,  but  I  think  this  is  a  low- 
risk,  high-potential  gamble. 

So  back  to  our  letter-writing  di- 
vorcee. If  you  want  to  take  a  bit  of 
risk  and  like  high  yields  with  the 
potential  of  fat  capital  gains,  either 
of  these  funds  is  a  good  bet.  ■ 
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Venture  Capital 
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The  key  to  a  successful  business  is  good 
management.  But  the  problem  is:  How 
do  you  get  good  management? 

DO  YOU  K  NOW 
YOUR  METES? 


By  Thomas  P.  Murphy 


What  do  you  look  for  in  a  venture 
capital  investment?  Any  venture 
capitalist  will  tell  you  that  the  first 
quality  is  management,  then  man- 
agement and  management.  And 
what  qualities  should  management 
have?  Well,  intelligence,  high  ener- 
gy level,  knowledge  of  the  industry, 
motivation,  leadership  ability,  etc. 

All  of  this  is  revealed  truth.  Un- 
fortunately, revelation  ends  there. 
Every  venture  capitalist  knows  he 
has  put  some  absolute  turkeys  into 
business  and  with  disastrous  re- 
sults. Why  do  people  who  pride 
themselves  on  picking  management 
so  often  fail  in  their  choices? 

Carole  Cushing,  44,  of  Cushing  & 
Cushing  of  Santa  Monica,  Calif,  and 
New  York  City,  would  tell  you  that 
if  there  is  a  single  reason,  it  is  the 
failure  to  probe  for  weaknesses  in 
candidates  as  well  as  for  strengths. 
Says  Cushing:  "Interviewers  focus 
on  what  it  takes  to  be  successful 
and  not  enough  on  why  chief  execu- 
tives fail  in  their  jobs." 

Carole  Cushing  and  her  husband, 
Bryant,  accept  the  conventional  list 
of  virtues  and  add  some  of  their  own. 
Then  they  probe  for  the  potentially 
fatal  flaw,  and  that  is  what  distin- 
guishes their  approach.  First  among 
these  potential  flaws  is  a  failure 
among  people  to  know  who  they 
really  are.  "They  don't  know  the 
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metes  and  bounds  of  their  own  limi- 
tations," says  Bryant  Cushing,  55. 

To  illustrate,  he  tells  the  story  of 
Herald,  the  amazingly  successful 
founder  of  a  West  Coast  chain  of 
supermarkets.  Herald's  stores  were 
no  better  situated  than  his  competi- 
tors' and  were  no  more  efficient.  But 
Herald  was  a  genius  at  merchandis- 
ing. Something  exciting  in  his 
stores  always  brought  the  custom- 
ers in  and  kept  them  coming  back. 
It  was  all  working  beautifully  until 
one  day  on  a  plane  Herald  sat  beside 
the  senior  partner  of  a  big  Wall 
Street  firm.  Before  the  flight  ended, 
the  two  had  agreed  to  take  Herald's 
company  public. 

With  the  new  millions  and  the 
new  prominence,  Herald  graduated 
from  supermarket  president  and  su- 
perb merchandiser  to  financier,  and 
bought  chains  of  stores  in  other 
fields.  He  was  chosen  for  gubernato- 
rial and  presidential  commissions, 
but,  says  Cushing,  "While  all  this 
was  happening,  the  merchandising 
in  Herald's  stores  became  'me,  too' 
and,  eventually,  Herald's  whole  em- 
pire failed.  Herald  wasn't  a  finan- 
cier, he  was  a  merchandiser,  and  his 
failure  to  understand  that  about 
himself  ruined  the  businesses." 

The  Cushings  believe  a  second 
critical  quality  is,  as  Carole  Cush- 
ing puts  it,  "the  ability  to  confront 
others;  the  ability  to  say  'no.'  Would 
the  candidate  be  able  to  say  to  his 
best  friend:  'I'm  sorry,  but  the  com- 
pany has  outgrown  you.'?"  If  not,  he 
could  be  a  menace  to  a  company. 

The  third  point  on  the  Cushings' 
list  of  realities  is  the  ability  to  see 
people  and  situations  as  they  really 
are.  They  try  to  identify  and  weed 
out  people  who  have  unrealistic  ex- 
pectations about  their  businesses. 
"How  can  you  compete  in  a  mar- 
ket," asks  Bryant  Cushing,  "if  you 
don't  see  that  market  for  what  it  is?" 


The  Cushings  are  unimpressed 
with  business'  selection  tech- 
niques. Usually,  they  find,  inter- 
viewers have  not  done  much  home- 
work— checked  references,  for  ex- 
ample. Quite  a  lot  can  be  learned 
from  references  even  though  the 
Cushings  assume  they  are  friendly 
to  the  candidate.  As  an  example: 
"You  can  ask  if  the  candidate  would 
find  it  difficult  to  fire  somebody," 
says  Bryant  Cushing.  If  several  ref- 
erences hesitate  on  a  question  like 
that,  or  say  they  think  he  or  she 
would  have  problems,  then  the  can- 
didate may  not  be  chief  executive 
material. 

Interviewing  techniques  also 
present  problems.  The  worst,  the 
Cushings  say,  is  the  law  firm  ap- 
proach: Job  candidates  spend  exact- 
ly one-half  hour  with  every  partner. 
A  year  later,  the  partners  meet  to 
ask  themselves  what  went  wrong. 

Usually,  the  Cushings  work  as  a 
team  and  interview  in  depth.  By 
having  two  interviewers  in  the 
room,  they  say,  one  can  concentrate 
on  asking  questions  while  the  other 
listens  carefully  for  the  answers. 

Curiously,  Bryant  Cushing,  who 
has  been  helping  businesses  pick 
chief  executives  and  structure  man- 
agement teams  for  20  years,  has 
none  of  the  psychology  or  personnel 
degrees  you  would  expect.  He  is  a 
Yale  graduate  in  English  literature 
(who  else  would  use  a  nice,  archaic 
term  like  "metes"  for  "limits, 
boundaries"?  )  and  learned  his  art, 
he  says,  from  Norton  Simon.  "Nor- 
ton Simon,"  says  Cushing,  "is 
thought  of  as  a  financier,  but  his 
greater  genius  was  personnel.  After 
talking  to  a  man  for  a  couple  of 
hours,  he  could  predict"  what  the 
man's  breaking  point  would  be.  And 
he  would  be  right." 

Bryant  Cushing  figures  he  has 
been  through  all  of  the  cycles,  begin- 
ning with  the  1 960s  chief  executives 
who  watched  the  stock  market  in- 
stead of  the  business,  through  to  his 
current  work  with  venture  capital- 
ists and  high-technology  companies. 

And  he  has  learned  what  every- 
one selling  a  service  to  venture  cap- 
italists soon  learns:  Venture  capital- 
ists hate  to  pay  for  services  with 
cash,  but  they  are  happy  to  pay  with 
stock.  "We  already  have  stock  in  six 
small  companies,"  Bryant  Cushing 
says,  "and  we  figure  that's  going  to 
keep  us  in  our  old  age."  ■ 
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Thus  you'll  find  it  convenient  to  have  The  Investors 
Reference  Service  at  your  fingertips  whenever  you 
need  facts  and  figures,  as  well  as  Value  Line's  pro- 
jected performance  ratings  on  more  than  1700  widely 
held  stocks  in  92  industries. 

In  the  Selection  &  Opinion  section,  which  accom- 
panies your  weekly  reports,  you'll  also  get  analyses 
and  forecasts  of  the  national  economy  and  the  stock 
market  .  .  .  guidance  on  current  investment  policy  ex- 
plaining Value  Line's  bullish  long-term  position  on  the 
securities  markets  .  .  .  plus  Value  Line's  specific  stock 
selections. 

Take  advantage  of  this  special  introductory  offer— 
and  receive,  as  bonuses  without  extra  charge,  the 
2000-page  Investors  Reference  Service  and  the  "A 
Subscriber's  Guide"  booklet,  which  explains  how 
even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  port- 
folios by  focusing  on  only  two  unequivocal  ratings, 
one  for  Timeliness  (Performance  in  next  12  months), 
the  other  for  Safety. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs. 
7  days  a  week. 
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AMETEK,  INC.  N 
AMETEK  REPORTS  RECORD  FIRST  QUARTER 
EARNINGS;  WILL  PURCHASE  ITS  OWN  STOCK 

PAOLI,  PA.,  April  19,  1983 — AMETEK,  Inc.  (NYSE— PSE) 
reported  today  that  its  earnings  for  the  first  three  months  of 
1983  were  69  cents  per  share,  making  this  the  most 
profitable  quarter  in  the  industrial  manufacturer's  history 

AMETEK's  first  quarter  net  rose  8  percent  to  $7.6  million 
a  record  for  any  quarter  in  the  Company's  history,  equivalent 
to  earnings  of  69  cents  per  share  on  sales  of  $104.6  million, 
compared  to  the  first  three  months  of  1982  when  the 
company  earned  $7  million  or  64  cents  per  share  and  sales 
totaled  $110.7  million. 

"The  cost  cutting  programs  begun  almost  18  months  ago 
and  the  plant  consolidations  completed  in  1982  contributed 
to  the  improved  results  achieved  in  the  quarter  just  com- 
pleted," AMETEK's  President,  Robert  L.  Noland.  reported 
"The  slight  upturn  in  new  orders  which  began  in  the  last 
quarter  of  1982  is  a  continuing  trend,"  he  added.  "With 
sales  in  the  first  quarter  of  this  year  approximately  13 
percent  higher  than  those  of  the  preceding  quarter." 

Noland  also  announced  that  his  company  would  begin  to 
repurchase  shares  of  its  own  stock.  "AMETEK's  Board  of 
Directors  has  authorized  the  company  to  purchase  from  time 
to  time  shares  of  its  own  stock  for  option  programs  and 
other  corporate  purposes,"  Noland  said. 

Three  Months  Ended  March  31 
1983  1982 
Sales  $104,638,000  $110,658,000 

Net  income  7,561, OOOR  7,012,000 

Earnings  per  share  $.69  $.64 

Average  shares 

outstanding  10,985,541  10,891,049 

In  the  last  four  consecutive  quarters  AMETEK  earned 

$2.55  per  share. 

R-record  quarterly  income. 
(Contact:  Darrah  E.  Ribble,  Jr.,  AMETEK,  Inc.,  Station 

Square  Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


AMETEK,  INC.  N 
AMETEK  TO  BUY  MICROFOAM  PACKAGING 
MATERIAL  BUSINESS  FROM  DU  PONT 

WILMINGTON,  DELAWARE,  April  26,  1983— AMETEK,  Inc. 
(NYSE-PSE)  announced  today  that  it  had  reached  agreement 
to  purchase  the  Microfoam  plastics  packaging  materials 
operation  in  Wurtland,  Kentucky  from  the  Du  Pont  Company 
for  more  than  $11  million  cash.  According  to  Dr.  John  H.  Lux, 
AMETEK's  Chairman,  Microfoam  sales  totaled  about  $16 
million  in  1982.  Dr.  Lux  told  stockholders  at  AMETEK's 
annual  meeting  in  Wilmington  that  the  two  companies 
expect  to  complete  the  transaction  within  ninety  days. 

AMETEK  said  it  was  purchasing  duPont's  Microfoam 
business,  including  the  110,000  square  foot  plant  on  16 
acres  in  Wurtland,  an  Ashland  Kentucky  suburb.  Microfoam 
is  a  low  cost,  ultra  light-weight  flexible  packaging  and 
shipping  material  widely  used  to  cushion  electronic  compo- 
nents, appliances  and  furniture  shipments.  A  chemically 
inert  material,  Microfoam  is  also  used  as  protective  packag- 
ing for  food  products  and  fresh  produce,  and  its  thermal 
insulating  qualities  have  made  it  a  specified  barrier  materi- 
al in  construction,  including  roofing  membranes  and  con- 
crete curing  applications.  Marketed  through  a  nation-wide 
distributor  organization,  Microform  has  replaced  paper  and 
corrugated  materials  in  many  shipping  and  mailing  appli- 
cations because  of  its  superior  cushioning  properties  and 
ultra-low  density — a  ten-square  foot  sheet  of  one-eighth- 
inch  thick  Microfoam  weighs  only  one  ounce. 

Dr.  Lux  said  that  AMETEK  plans  to  continue  the  Wurtland, 
Kentucky  plant  operations  as  a  separate  division,  and 
expects  to  expand  the  marketing  of  Microfoam  with  more 
technical  applications  utilizing  the  material's  anti-static 
and  insulating  qualities. 

Stockholders  at  the  meeting  question  the  AMETEK  execu- 


tives on  an  agreement  in  principal  announced  last  week 
(April  18)  under  which  AMETEK  would  purchase  Union 
Carbide  s  "KARBATE"  business.  Dr.  Lux  said  that  AMETEK's 
purchase  of  this  more  than  $10  million  graphite  equipment 
product  line  should  be  completed  by  mid-year. 

AMETEK,  a  diversified  industrial  manufacturer  listed  on 
the  New  York  Stock  Exchange  since  1930,  reported  record 
profits  in  1982  and  announced  last  week  (April  19)  that  it 
had  earned  $7.6  million  or  69  cents  per  share  in  the  first 
quarter  of  1983,  the  most  profitable  quarter  in  the  com- 
pany's history. 

AMETEK  TO  PURCHASE  "KARBATE" 
BUSINESS  FROM  UNION  CARBIDE 

PAOLI,  PA.,  April  18,  1983 — AMETEK,  Inc.  (NYSE-PSE) 
announced  today  that  it  had  reached  an  understanding  in 
principle  to  purchase  the  KARBATE  graphite  equipment 
business  from  Union  Carbide  Corporation  for  an  undisclosed 
amount  of  cash.  The  two  companies  expect  the  transaction 
to  be  completed  within  ninety  days. 

AMETEK  said  it  had  an  understanding  in  principle  to 
purchase  the  well-established  KARBATE  trademark,  pat- 
ents, manufacturing  processes,  applications  technology, 
and  the  manufacturing  equipment  involved  in  the  business, 
now  located  at  Union  Carbide's  Cleveland,  Ohio  Carbon 
Products  plant  AMETEK  plans  to  move  the  business  to  its 
Haveg  division  plant  near  Wilmington,  Delaware  over  the 
next  18  months. 

The  Karbate  name  is  recognized  throughout  the  chemical 
process  industries,  representing  a  line  of  highly-engineered 
heat  exchangers  and  pumps  fabricated  from  impervious 
graphite,  which  are  designed  to  handle  acids,  solvents, 
chlorine,  and  other  corrosive  materials.  AMETEK's  Haveg 
equipment — tanks,  towers,  and  piping  systems  of  propri- 
etary synthetic  materials — is  specified  in  many  similar 
applications. 

AMETEK,  Inc.  reported  record  profits  in  1982  and  indicat- 
ed early  this  month  that  its  first  quarter  results  were 
running  ahead  of  last  year's  figures.  A  diversified  industrial 
manufacturer  which  has  been  listed  on  the  New  York  Stock 
Exchange  since  1930,  AMETEK  operates  thirty  plants  in  the 
United  States. 

(Contact:  Darrah  E.  Ribble,  Jr.,  AMETEK,  Inc.,  Station 
Square  Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


ARIZONA  SILVER  CORPORATION  (ARIZONA) 
CONTINENTAL  SILVER  CORP.  (CONTINENTAL) 


O-V 
O-V 


Shareholders'  Report 

VANCOVER,  B.C..  Canada,  May  11,  1983— The  Board  of 
Directors  are  pleased  to  announce  the  recent  completion  of 
the  first  phase  of  an  equity  financing  by  Arizona  Silver 
Corporation  (ARIZONA)  which  raised  the  Company 
$2,109,000  (Cdn). 

ARIZONA  is  in  a  position  to  raise  an  additional 
$6,220,000  (Cdn.)  over  the  next  year  if  all  the  Warrants 
involved  in  the  financing  are  exercised.  These  funds,  togeth- 
er with  cash  flow  generated  from  production  will  enable 
ARIZONA  to  escalate  exploration  and  development  activities 
on  its  White  Hills  Mining  Properties  located  in  Mohave 
County,  Arizona,  U.S.A. 
White  Hills  Mining  Properties 

The  Arizona  State  Mines  Department  now  considers  the 
Grand  Army  of  the  Republic  (GAR.)  Mine  (one  of  several  old 
mines  located  on  the  White  Hills)  to  be  a  development  and 
not  an  exploration  project.  Consequently,  to  comply  with 
Arizona  State  Law  for  development  mines,  an  upgrading  of 
the  G.A  R  MINE  is  being  carried  out  as  required 
Eureka  Mining  Property 

By  Letter  Agreement  dated  December  6,  1982  ARIZONA  and 
Continental  Silver  Corp.  (CONTINENTAL)  whose  shares  are 
also  listed  for  trading  on  the  Vancouver  Stock  Exchange  and 
NASDAQ  and  who  is  likewise  conducting  mining  operations 
in  the  same  general  vicinity  as  ARIZONA,  were  granted  an 
Option  to  each  respectively  acquire  a  60%  and  40% 


undivided  interest  in  the  EUREKA  MINING  PROPERT 
to  regulatory  approval.  The  EUREKA  MINING  PROI 
comprised  of  15  mineral  claims  situated  in  Mohavi 
Arizona,  in  the  general  vicinity  of  the  White  Hill 
Properties. 

A  12°  inclined  shaft  has  been  completed  on  tha 
MINING  PROPERTY  and  substantial  production  is  s< 
to  commence  in  the  near  future  with  the  ore  produc 
delivered  to  the  Asarco  Incorporated  Smelter  in 
Texas,  U.S.A.  To  date  two  structures  have  been  ider 
the  EUREKA  MINING  PROPERTY  one  of  which  is 
being  prepared  for  production  and  is  encounterin 
averaging  approximately  30  oz.  silver  per  ton  a 
silica  with  some  assays  exceeding  100  oz.  silver  p 
Recent  Significant  Developments 

The  recent  lease  from  United  Nuclear  of  a  silv 
probe  will  enable  ARIZONA  to  obtain  close  to 
control  on  its  mining  properties  thereby,  amon 
things,  keeping  development  costs  down  due  to  the 
the  geology  can  be  more  precisely  determined  The 
run  down  into  the  drill  hole  and  computerization  , 
exact  readout  in  60  seconds  of  any  silver  values 
tered  and  is  stored  in  the  computerized  probe  meo 
In  order  to  take  full  advantage  of  the  information  g! 
the  silver  assay  probe  ARIZONA  recently  purchai 
mobile  drills. 

In  conclusion,  ARIZONA  is  now  in  a  strong  positioi 
full  advantage  of  earlier  development  work  and  toi 
dramatically  increased  silver/gold  production  for 
sons  as  follows: 

a)  The  new  silver  assay  probe  is  expected  to  greatly 
and  expedite  the  existing  exploration  and  deva 
programs  and  enable  the  existing  and  virgin  on 
on  both  the  WHITE  HILLS  and  EUREKA  MINING  F 
TIES  to  be  probed  and,  where  warranted,  to  be  n 

b)  It  is  anticipated  in  the  very  near  future  to  gradua 
from  processing  of  lower  grade  dump  material 
grade  underground  ore. 

c)  Development  work  on  the  EUREKA  MINING  PROF 
proceeding  very  satisfactorily  and  nearing  th 
mencement  of  production; 

d)  Management  is  very  optimistic  that  the  outlook  fi 
and  gold  prices  will  remain  favorable 

CAPITALIZATION 
Arizona  Silver  Corporation  Continental  Silver  C 
Authorized  10,000,000  shares  Authorized  5.000,00 
Issued  3.926,934  shares 
Listed: 

Vancouver  Stock  Exchange  /ARZ 
NASDAQ  /ARZ  NF 

(Contact:  Charles  S.  Underbill,  Director,  Arizon 
Corporation  &  Continental  Silver  Corp.,  Suite  11' 
Howe  Street,  Vancouver,  B.C.  Canada  V6C  2T5  Phom 
689-5588  or  Michael  Connor,  Balfour  Securities,  Sui1 
630  5th  Avenue,  New  York,  N  Y.  Phone:  (212)  489- 
David  Morris,  Cowen  &  Company,  545  Madison  Aven 
York,  N  Y.  Phone:  (212)  688-7400.) 


HOSPITAL  CORPORATION  OF  AMERICA 

NASHVILLE.  TN ,  April  15— Hospital  Corpora 
America  stockholders  today  elected  16  Directors  i 
proved  four  other  business  matters  at  their  annual  n 
and  the  company  announced  continued  steady  growt 
first  quarter  of  1983. 

HCA  President  and  Chief  Executive  Officer,  Thi 
Frist,  Jr.,  M.D.,  reported  on  the  company's  1982  ai 
and  announced  results  for  the  first  quarter  for  198 
stated,  "all  areas  of  HCA's  operations  were  strong 
the  quarter.  The  company  is  continuing  its  planned 
through  construction,  acquisition,  and  management 
pitals  for  others  in  the  United  States  and  internatioi 
addition,  HCA  is  intensifying  its  efforts  to  deliver 
patient  care  more  efficiently.  The  pretax  margin  irj 
ment  of  2.4  percentage  points  in  the  first  quarter  of  | 
partial  evidence  of  these  efforts,"  he  added. 

Revenues  for  1983  s  first  quarter  t| 
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269,000,  up  15  percent  from  $874,365,000  in  the 
i  eriod  of  1982.  Net  income  increased  43  percent  to 
i),000  compared  with  $48,192,000  last  year.  Earn- 
r  share  increased  25  percent  to  $.81,  compared  with 
the  first  quarter  of  1982.  The  1982  per  share  figure 
i;ted  for  the  company's  4-for-3  stock  split  distributed 
tary  1983. 

iB  year-end,  fourteen  hospital  construction  projects 
;en  completed,  including  a  new  215-bed  hospital  in 
.  Ala.  and  the  replacement  of  five  older  hospitals  in 
ler  and  Channelview,  Texas;  Nashville,  Tenn.;  Walter- 
.C,  and  Maysville,  Kent.  Eleven  new  management 
t  agreements  have  been  signed  in  1983,  including 
)-bed  University  Hospital  in  Newark,  N.J.  Other  new 
3d  facilities  are  located  in  Alabama,  Arkansas,  Geor- 
Kentucky,  Massachusetts,  Pennsylvania,  Texas  and 
rginia  (2). 

Jdition,  effective  Jan.  3,  1983,  the  company  sold  18 
Is  with  2,446  beds  for  approximately  $200  million, 
is  the  principal  reason  that  revenues  for  the  first 
of  1983  increased  at  a  somewhat  slower  rate  than 
listorical  increases. 

irman  Donald  S.  MacNaughton,  conducted  the  meet- 
ich  included  the  reelection  of  the  following  board 
irs:  Robert  Anderson,  Chairman  and  Chief  Executive 
of  Rockwell  International  Corporation;  Frank  Borman, 
>an,  President  and  Chief  Executive  Officer  of  Eastern 
I;  Owen  B.  Butler,  Chairman  of  Procter  &  Gamble 
ny;  Frank  T.  Cary,  Chairman  of  the  Executive  Commit- 
BM;  Barbara  M.  Clark,  Prudential-Bache  Securities; 
.  OeButts  retired  Chairman  and  Chief  Executive 
of  American  Telephone  and  Telegraph  Company;  Max 
nond,  M.D.;  Winfield  Dunn,  D.D.S.,  HCA  Senior  Vice 
nt;  Thomas  F.  Frist,  Jr.,  M.D.,  HCA  President  and 
xecutive  Officer;  Thomas  N.P.  Johns,  M.D.;  Charles  J. 
ihairman  and  Chief  Executive  Officer  of  Third  Nation- 
joration  and  the  Third  National  Bank  in  Nashville; 
S.  MacNaughton,  HCA  Chairman  of  the  Board;  Carl 
>:hardt,  Chairman,  President  and  Chief  Executive 
I  of  Wells  Fargo  &  Company  and  Wells  Fargo  Bank; 
5.  Royal,  M.D.;  Irving  S.  Shapiro,  Chairman  of  the 
i  Committee  of  E.I.  DuPont  De  Nemours  &  Co.;  David 
amson  Jr.,  HCA  Executive  Vice  President. 
Naughton  also  announced  that  former  directors, 
;  F.  Frist,  Sr.,  M.D.  and  Richard  S.  Perkins  were 
Directors  Emeritus.  Dr.  Frist,  Sr.,  one  of  the  corn- 
founders  and  a  Board  member  since  1968,  will 
e  to  serve  as  HCA's  Chief  Medical  Director.  Mr. 
,  former  Chairman  of  the  Executive  Committee  of 
k,  has  served  on  the  HCA  Board  since  1970. 
is  a  publicly  owned  international  health  care  com- 
immitted  to  the  delivery  of  quality  patient  care  at  a 
ible  cost.  HCA  and  its  affiliates  now  own  or  manage 
;rs  more  than  350  hosp'tals  with  over  50,000  beds 
■de 
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87.115.000 

78.916.000(a) 

10 

per  common  and 

quivalent  share 

$.81 
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25 

I J  for  4-tor  3  slock  split  distributed  in  January  1983 

I itact  Victor  L.  Campbell,  Vice  President-Corporate 
inications,  Hospital  Corporation  of  America,  P.O.  Box 
lashville,  TN  37203.  Phone:  (615)  327-9551.) 


i  LL RESOURCES  INC.  V 

1 1)  Stabell  Resources  of  Vancouver  B.C.  reported  today 
i  'ieir  offices  in  Val  d'Or  Que.  where  their  reactivated 
I  roperty  is  located.  Former  Gold  producer  (Green 
i  ,  1933-37)  produced  15,159  ounces  of  Gold,  4,223 
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ounces  of  Silver,  plus  397,000  pounds  of  Copper  from 
71,500  tons  of  treated  ore. 

The  company  has  commenced  a  detail  drilling  program 
on  the  first  of  nine  presently  identified  targets,  outlined  by 
geological  and  geophysical  methods  including  VI F.  on  its 
1,718  acre  property. 

Vein  #2  located  2,500'  west  of  shaft  #1  is  a  Quartz 
surface  showing  uncovered  for  a  length  of  250'  varies  in 
width  from  3'  to  11.5'.  Diamond  drilling  has  outlined  the 
continuing  downward  extension  with  consistency  from  sur- 
face to  100',  200',  300',  400',  and  present  500'  level. 

The  best  values  encountered  were  for  a  11.4'  section 
from  footage  220  to  231.4  averaging  40  ounces  Gold  per 
ton.  However,  the  overall  averages  remain  a  commercial  .22 
ounces  Gold  per  ton  which  is  in  keeping  with  the  norms 
established  in  this  camp  since  early  thirties  with  mines  now 
working  at  depths  of  5  to  6,000  feet. 

The  #2  Quartz  vein  occurs  in  association  with  a  Grano 
Diorite  which  in  certain  instances  had  values  assayed  at  .25 
and  .29  ounces  Gold  per  ton  for  sections  varying  for  5.5' 
and  3.3'  respectively. 

This  new  geological  information  previously  ignored  pre- 
sents added  potential  to  a  very  promising  property.  Sur- 
rounded by  known  producers  to  the  west  by  Sullivan  Mines, 
produced  1.1  million  ounces  of  Gold  and  to  the  east  by 
Sigma  (Dome)  3.3  million  ounces  produced  (1937-1983) 
and  by  Teck  Lamaque.  These  strategically  located  1,718 
acres  represent  a  potential  unparalleled  in  the  Val  d'Or  Gold 
Camp.  The  company  has  completed  its  second  successful 
underwriting  and  is  well  financed  to  carry  out  its  current 
program. 

CAPITALIZATION 

Stabell  Resources  Inc. 

Authorized  10,000,000  shares 

Issued  3,400,000 
Listed  Vancouver  Stock  Exchange  SLR 

(Contact:  Louis  Roy,  Sec.  Treas.,  1271-7th  Street,  Val 
d'Or,  Que.,  J9P  3S1  (819)  325-8628  or  Bill  Hallessey,  2055- 
Peel  Street,  Montreal,  Que.,  H3A  3B8  (514)  845-0834  or 
Daniel  W.  Small,  Vancouver,  (604)  669-8135.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

Houston,  Tex.,  April  28,  1983— United  Energy  Resources, 
Inc.  today  reported  unaudited  consolidated  net  income  of 
$39.7  million  on  revenues  of  $1.3  billion  for  the  first  quarter 
of  1983,  compared  with  net  income  of  $64.2  million  on 
revenues  of  $1.6  billion  for  the  first  quarter  of  1982. 
Earnings  per  share  for  the  first  quarter  of  1983  were  $1.43, 
compared  with  the  $2.31  per  share  for  the  first  quarter  of 
1982. 

J.  Hugh  Roff,  Jr.,  United  Energy's  chairman  president 
and  chief  executive  officer,  stated,  "As  anticipated,  during 
the  first  quarter  of  1983,  the  economic  recession,  low 
alternate  fuel  prices  and  the  excess  supply  of  natural  gas 
continued  to  impact  all  of  our  operations.  Volumes  sold  by 
our  pipeline  systems  were  slightly  below  the  levels  experi- 
enced during  the  fourth  quarter  of  1982." 

United  Energy  Resources  is  the  parent  company  of  United 
Gas  Pipe  Line  Company  (interstate  natural  gas  transmis- 
sion), United  Texas  Transmission  Company  (intrastate  natu- 
ral gas  transmission),  Cotton  Petroleum  Corporation  (oil  and 
gas  exploration,  development  and  production),  United  Energy 
Services  Company  (contract  drilling  and  well  servicing)  and 
PetroUnited,  Inc.  (bulk  liquids  terminaling  and  marketing). 
UNITED  ENERGY  RESOURCES,  INC. 
(Unaudited) 

Three  Months  Ended 
March  31 
1983  1982 
Operating  Revenues  $1,257,919,000  $1,574,863,000 
Net  Income  $39,659,000  $64,197,000 

Earnings  Per  Share  $1.43  $2.31 

Weighted  Average  Shares 

Outstanding  27,820,000  27,820,000 

(Contact:  Marvin  L.  Blown,  Jr.,  Manager-Media  Relations, 
United  Energy  Resources,  Inc.  P.O.  Box  1478,  Houston,  TX 
77001.  Phone  (713)  229-5373.) 
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SPECIAL  because  it's  where 
publicly-held  corporations  can 
report  current  developments 
to  some  of  America's  most  im- 
portant investors:  the  readers 
of  FORBES. 

CORPORATE  REPORT 
UPDATES  appears  once  a 
month.  For  added  editorial  im- 
pact, it's  positioned  in  FORBES' 
popular  financial  section, 
"Money  and  Investments." 

FORBES  has  over  700,000 
subscribers  and  a  total  reader- 
ship that  exceeds  2,000,000. 
98%  of  FORBES'  subscribers 
have  investment  portfolios 
with  an  average  value  of 
$615,000.  Over  half  are  in- 
volved with  helping  others  make 
investment  decisions.  Those 
others  include  corporations,  in- 
stitutions, pension  funds, 
trusts  and  estates. 

ONCE  EACH  MONTH,  in  Cor- 
porate Report  Updates,  you  can 
reach  those  active  investors 
when  they  reach  for  FORBES. 

FORBES  gets  results.  For 
more  information  call  or  write: 

Sarah  Madison 
Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)  620-2371 


Stock  Trends 


MONEY  &  INVESTMENTS 


In  the  next  few  months,  the  Dow  may 
shed  50  to  150  points,  but  it  should  be 
rested  and  recharged  to  take  on  the  fall. 

SUMMER  RECESS 


By  Ann  C.  Brown 


For  the  first  time  since  their  spec- 
tacular rise  last  August,  the  major- 
ity of  stocks  look  as  if  down  is  the 
direction  of  least  resistance.  The 
yellow  flags  are  up.  And  caution 
flickers  on  our  company  computer 
CRT,  signaling  that  the  market  may 
very  soon  run  out  of  breadth. 

While  numbers,  formulas  and  ra- 
tios are  one  thing,  gut  feel  is  fre- 
quently a  confirming  factor,  and 
right  now  it  isn't  feeling  very  good. 

Item:  The  stocks  on  the  recent 
most-active  list  include  an  increas- 
ing number  of  names  of  lesser-qual- 
ity companies. 

Item:  Takeover  stories  abound — 
replacing  improving  earnings  as  the 
principal  reason  for  buying  stocks. 

Item:  The  once-hesitant  public  is 
increasingly  entering  the  market, 
purchasing  stocks  from  the  "we- 
got-there-first"  institutions. 

Item:  No  one  has  called  me  with  a 
single  sell  idea. 

Things  could  get  a  bit  choppy  in 
the  weeks  ahead,  as  second-quarter 
earnings  come  out  and  perhaps 
prove  somewhat  more  disappoint- 
ing than  earlier  expected,  since  the 
pickup  in  the  economy  has  been 
slow  and  erratic.  Then,  too,  this 
summer  will  see  those  smart 
enough  to  buy  last  year,  before  the 
rally,  go  long-term  in  the  capital 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates 


gains  department  and  cash  in  some 
of  their  chips. 

Another  factor  looming  on  the 
horizon  is  whether  Paul  Volcker 
will  be  reappointed  to  head  the  Fed. 
If  he  is,  the  market  may  go  down,  as 
Volcker  is  perceived  by  some  as  a 
liability  to  1984  Republican  politi- 
cal plans,  since  he  is  held  largely 
responsible  for  the  uncomfortably 
high  unemployment  situation.  If  he 
is  not  reappointed,  the  market  may 
tank  for  fear  that  his  successor  will 
go  easy  on  money,  sparking  infla- 
tionary expectations. 

So  far,  the  market  rise  has  been 
fueled  by  falling  interest  rates. 
When  those  fires  started  to  die 
down,  along  came  the  inflation- 
dampening  drop  in  oil  prices.  Un- 
less Congress  does  something 
about  the  deficit,  which  is  unlikely, 
since  many  candidates  are  already 
off  and  running  (and  legislators  are 
loath  to  chop  off  the  hands  that  pull 
voting  machine  levers),  interest 
rates  could  move  up.  Oil  prices 
could  continue  to  drift  lower,  but 
any  sharp  drop  would  result  in 
greater  instability  in  the  Middle- 
East  and  trouble  for  the  banking 
system — both  of  which  could  derail 
the  stock  market  from  its  current 
fast  track. 

This  does  not  mean  that  the  bull 
market  of  1982-83  is  over.  Flat  or 
down,  the  market  will  be  merely  on 
vacation  and  should  return  rested 
and  recharged  to  take  on  the  au- 
tumn, by  which  time  some  of  the 
worries  and  suspicions  should  have 
passed.  True,  the  DJI  may  shed  50  to 
150  points  in  the  process,  but  the 
absence  of  bloat  should  be  benefi- 
cial over  the  long  term.  Besides, 
come  September,  the  effect  of  the 
July  1983  tax  cut  should  begin  to  be 
felt  at  corporate  cash  registers. 

One  company  that  could  contin- 
ue to  ring  up  record  sales,  regardless 


of  what  happens  at  the  Federal  Re- 
serve, to  OPEC  or  on  Capitol  Hill  is 
American  Greetings  (23).  For  the  fis- 
cal year  ended  February  1983,  this 
manufacturer  of  cards,  stationery 
and  other  end-user  paper  and  novel- 
ty products  reported  its  eighth  con- 
secutive record  annual  earnings  of 
$1.54  per  share,  up  from  $1.20.  This 
year  earnings  are  estimated  at  $1.75 
per  share,  and  $2  looks  possible  for 
fiscal  1985. 

Also  sound  is  a  low-profile  com- 
pany known  as  the  PI  III  Group  Inc. 
(43),  mentioned  as  an  attractive  sit- 
uation in  my  December  1978  col- 
umn at  an  adjusted  price  of  8.  Ac- 
cording to  my  records,  the  company 
hasn't  reported  down  earnings  in 
ten  years,  and  this  year  should  be  no 
exception.  For  the  year  just  ended, 
PHH  Group  is  expected  to  report 
earnings  per  share  of  $2.20  to  $2.22, 
with  $2.60  to  $2.65  likely  for  the 
year  ending  April  1984. 

Another  pair  of  quiet  companies 
that  continue  to  show  earnings  in- 
creases year  after  year  are  Deluxe 
Check  Printers  (47)  and  John  II.  llar- 
land  Co.  (44).  DeLuxe  Check  Print- 
ers has  about  half  the  market  for 
printing  checks  and  deposit  slips 
(Harland,  about  20%).  Since  nearly 
every  financial  institution  seems  to 
be  getting  into  the  demand  deposit 
business,  the  outlook  is  favorable 
for  these  specialty  printers.  Current 
earnings  estimates  for  DeLuxe 
Check  Printers  are  for  $3.20  per 
share  for  1983  and  possibly  as  much 
as  $3.75  in  1984. 

John  H.  Harland  Co.  boasts  nearly 
three  decades  of  record  annual  earn- 
ings and  stands  to  profit  from  the 
check  proliferation  and  from  in- 
creasing its  market  share  at  the  ex- 
pense of  small,  regional  printing 
firms.  The  company  has  no  debt  and 
could  earn  $2.40  or  so  in  1983  and 
$2.80  to  $2.85  in  1984. 

Finally,  an  old  friend,  AC.  Nielsen 
(35)  looks  as  good  today  as  it  did 
when  first  recommended  in  1979,  at 
12,  and  again  in  1981,  at  18.  This 
diversified  marketing  research  firm 
has  put  together  a  string  of  up  earn- 
ings that  neither  rain  nor  snow  nor 
neo-Keynesian  economics  has  been 
able  to  prevent.  The  company  is 
controlled  by  the  Nielsen  family, 
who  seem  happy  in  their  work. 
With  the  prospect  of  1983  earnings 
of  $2.20  per  share  and  $2.65  next 
year,  they  should  be.  ■ 
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A  lot  of  banks 
we  been  dangling  the  high  interest  carrot. 
Did  you  bite? 


any  banks  and  savings  and  loan 
tciations    introduced  their 
i  ley  Market  Deposit  Accounts 
I  high  promotional  rates.  Some 
I  20%. 

''his  was,  in  effect,  a  "come  on"  to 

our  account. 
'  ike  a  look  at  those  bank  rates 
I  y?  the  overall  bank  average  is 
Ily  different  from  that  of  Money 
i  ket  Funds.  And  some  banks  are 

idy  paying  less. 

I  you  left  a  Fund  for  the  "bank 
ion"  maybe  you  should  con- 
w  coming  back.  Here  are  the 
lions  why. 

I  ju  could  begin  by  considering 
I  of  the  differences  between  a  Bank 
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It  of  the  more  cjlamuj  examples  of  the  "comeon" 
uice  in  Atlanta  After  offering  interest  rates  of 
•>%,  the  banks  dropped  them  by  more  than  half 
ban  two  months  Then  they  fell  even  more 

jley  Market  Account  and  a  Money 
let  Mutual  Fund  The  Account  is 
:iFund 

!  Money  Market  Mutual  Fund  is  the 
I  ng  of  your  money  with  that  of 
r  investors  to  get  high  current 
|ns.  Your  money  is  invested  only  in 
;  toney  market  in  high  quality  short 
l  securities  The  same  kind  of  secu- 
the  most  sophisticated  investors 
b  safeguard  their  own  money 
ith  a  Fund,  you  become  a  share- 


holder. 
You  and 
the  other 
sharehold- 
ers receive  all 
of  the  income 
earned  by  the 
Funds,  less 
modest  operat- 
ing expenses  A 
Money  Market 
Fund  must  pay  the 
same  market  rate  to 
everyone  and  there  is 
strict  regulation  by 
the  U  S  Securities 
and  Exchange  Com- 
mission to  make  sure  it 
does  It  is  all  aboveboard 
And  though  Money  Market 
Funds  are  not  insured,  they 
have  an  outstanding  record  of 
safety 

Now  with  a  bank,  you  are  not  a  € 
shareholder,  you've  only  got  an  ac- 
count there  It  can  use  your  money  any 
way  it  chooses — even  in  making  its 
own  loans  and  investments  that  have 
nothing  to  do  with  the  money  market 

What's  more,  the  bank  can  pay  what- 
ever rate  it  wants  to  and  then  keep  for  itself  any 
profit  it  doesn't  pay  you.  (That's  why  their 
interest  rates  have  come  down  so 
much  )  There  just  is  no  guarantee  that 
the  interest  a  bank  pays  you  will  be  a 
true  money  market  rate  Or  that  you 
will  receive  all  of  the  income  your 
money  generates   Or,  that  the  bank 


won't  discriminate,  it  can  pay  higher 
rates  to  its  preferred  customers  You  get 
less  yield  and  the  big  depositor  gets 
more.  This  is  already  happening. 

You  should  also  consider  some  of  the 
bank  limitations  They  require  a  mini- 
mum balance  of  $2,500  to  get  their 
advertised  interest  rate  If  your  invest- 
ment drops  below  that,  you  get  only  5'A 
percent  interest  You're  back  to  the  old 
passbook  rate  (Most  funds,  on  the  other 
hand,  allow  a  minimum  investment  of 
as  low  as  $1, 000  or  less  and  pay  you  the 
market  rate  even  if  your  account  is 
temporarily  below  that  limit )  It  is  a  fact, 
too,  that  you  can  never  write  more  than 
three  checks  a  month  on  your  bank 
money  market  account  without  incur- 
ring a  penalty 

Funds,  meanwhile,  offer  a  number  of 
other  advantages  —  valuable  investor 
services  such  as  an  unlimited  number  of 
withdrawals  by  check,  although  mini- 
mum amounts  vary  among  different 
funds  Also,  many  of  them  offer  the 
ability  to  switch  as  often  as  you'd  like 
\  into  other  types  of  mutual  funds  to 
take  advantage  of  changing  invest- 
.'    ment  opportunities  —  by  making  a 
simple  telephone  call 

All  features  considered,  most 
investors  would  find  they're  bet- 
ter off  now  in  a  Money  Market  Mutual 
Fund  You  can  check  this  out  by  com- 
paring your  local  bank  or  S&L  offer 
against  that  of  a  particular  Fund  or  two 
Just  call  any  Money  Market  Fund  and 
ask  for  its  prospectus  And  remember, 
for  us  in  the  Funds,  the  Money  Market 
is  not  a  sideline  It's  where  we  invest 
your  money  full  time,  every  day 
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AMERICAS 


Money  Market  Mutual  Funds 

The  full  time  professionals  in  the  Money  Market 


Commodities 


MONEY  &  INVESTMENTS 


With  the  recent  rise  in  the  market,  inves- 
tors now  are  facing  some  hard  choices. 

PUTTING  OFF 
THE  TAX  MAN 


By  Stanley  W.  Angrist 


Chicago  attorneys,  CD.  Boutwell 
and  L.K.  McNulty,  and  money  man- 
agers, H.P.  Becker  and  E.A.  O'Sulli- 
van,  principals  in  the  firm  of  H.P.B. 
Trading  Systems,  Inc.  (800-621- 
1452)  have  called  to  my  attention  an 
investment  method  that  could  pro- 
vide downside  stock  portfolio  insur- 
ance with  a  tax  advantage.  It  in- 
volves the  purchase  of  puts  on  stock 
index  futures  contracts. 

The  rally  in  the  stock  market  has 
provided  lots  of  investors  with  sub- 
stantial portfolio  profits.  However, 
in  many  cases,  they  have  not  owned 
their  stocks  long  enough  for  the 
profits  from  their  sale  to  be  subject 
to  long-term  tax  rates,  and  they  are 
beginning  to  feel  uneasy  about  their 
dramatic  rise  in  market  value  with- 
out a  sizable  correction.  They 
would  like  to  take  profits,  but  they 
certainly  would  not  like  to  pay  up  to 
a  50%  tax  on  their  gains. 

The  IRS  says  that  if  you  buy  a  put 
on  an  individual  stock,  the  day  you 
buy  the  put  determines  the  length 
of  the  underlying  stock's  holding 
period.  The  purchase  of  a  put  offers 
downside  protection,  but  the  tax- 
payer is  considered  to  have  sold  the 
stock  at  the  time  the  put  is  ac- 
quired, which  might  preclude  its 
treatment  as  a  long-term  gain. 

If  your  portfolio  consists  of  a 


Stanley*  W,  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


broad  cross  section  of  stocks,  there 
is  a  strategy  that  will  let  you  take 
profits  while  holding  the  portfolio 
until  completion  of  the  long-term 
holding  period.  The  advantage  of 
this  method  is  that  nothing  more  is 
at  risk  than  the  premium  paid. 

Puts  on  stock  index  futures  con- 
tracts are  not  subject  to  the  same 
rule  as  are  individual  stock  options 
because  the  underlying  stock  index 
futures  are  not  "substantially  iden- 


tical" to  the  stocks  in  your  portfo- 
lio. Thus,  the  holding-period  clock 
is  not  stopped  with  the  purchase  of 
an  index  put.  For  an  investor  with 
substantial  portfolio  profits,  the  op- 
tion premium  can  be  far  less  expen- 
sive than  the  tax  cost  of  selling  to- 
day. Keep  in  mind  that  the  stock 
index  future  is  a  statistical  equiv- 
alent. The  stocks  in  your  portfolio 


do  not  mirror  the  indexes,  and  there 
will  be  room  for  economic  gain  or 
loss  on  the  hedge  apart  from  that 
reflected  in  the  example  below  be- 
cause the  stock  index  future  con- 
tract is  not — and  cannot  be — pre- 
cisely the  same  as  your  portfolio. 

In  each  of  the  three  cases  exam- 
ined in  the  table,  the  outcome  is 
measured  against  the  base  case  of 
selling  today,  realizing  a  short-term 
gain  and  paying  full  taxes.  The  port- 
folio may  be  hedged  by  buying 
$29,000  worth  of  puts  on  the  S&P's 
stock  index  futures  contract.  This 
expenditure  should  be  viewed  as  the 
premium  on  an  insurance  policy 
against  a  general  market  decline. 

In  this  example,  the  profits  on  the 
puts  are  taxed  at  the  32%  maximum 
tax  rate  for  a  commodity  transac- 
tion. Andrea  S.  Kramer,  a  Chicago 
attorney  who  specializes  in  com- 
modity tax  law,  says  that  even 
though  the  IRS  has  not  ruled  that 
profits  on  such  transactions  should 


% 


be  taxed  at  the  commodity  rate,  she 
believes  it  to  be  a  good  position  for  a 
number  of  reasons  too  lengthy  to  go 
into  here.  However,  even  if  the  IRS 
doesn't  so  rule,  the  holder  of  a  put 
option  should  be  able  to  convert  it 
to  a  short  position  in  the  futures 
market  and  close  it  out  as  such.  The 
profit  on  this  trade  would  be  taxed, 
of  course,  at  no  more  than  32%.  ■ 


Putting  the  case  for  puts 


This  is  an  exercise  to  show  the  uses  of  options  to  protect  stock 
positions.  The  first  column  shows,  as  a  basis  for  comparison,  a 
$480,000  stock  portfolio  that  has  increased  to  $775,000,  held  for  less 
than  a  year  and  then  sold  for  a  $295,000  short-term  profit  taxed  at 
50%.  In  the  other  cases,  it  is  assumed  that  the  portfolio  is  held  for  at 
least  a  year  so  that  all  capital  gains  are  long  term.  The  examples  are  for 
a  market  that  rises  20%,  one  that  stays  the  same  and  one  that  declines 
20%.  In  comparison  with  the  base  case,  an  investor  is  better  off  buying 
puts  and  holding  until  his  profit  is  a  long-term  one. 


Base 
case 


Market  rises  20% 
w/o  puts    w/  puts 


Market  stays  same 
w/o  puts    w/  puts 


Market  declines  20 
w/o  puts    w/  put: 


Capital  gain 
Put  premium 
Put  gain 
Net  put  g  or  (1) 
Tax  on  put  gain 
Aftertax  put  gain 
Net  capital  gain 
Tax  on  capital 

gain 
Aftertax  profit 


$295.0 


295.0 

147.5t 
147.5 


$450 


$450 
(29.0) 


$295 


—  (29.0) 


450  421.0 

90*  84.2* 
360  336.8 


$295.0 
(29.0) 
6.2 
(22.8) 


295  272.2 

591  54.4* 
236  217.8 


$140 


140 

28* 
112 


$140.0 
(29.0 
152.5 
123.5 
39.5" 
84.0 
140.0 

28.0: 
196.0 


Note:  All  figures  are  in  thousands. 

"32%  tax  rate.    t50%  maximum  capital  gains  tax.  t20( 


maximum  capital  gains  tax. 
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technology  Is  Creating  Tomorrow. 
You  Can  Invest  in  Tomorrow... 

Today. 


{ mutual  fund 
or  the  investor 
eeking  long-term 
apital  appreciation 
hrough  investment 
i  high  technology, 
/orldwide. 


From  Adelaide  to  Amsterdam.  ..from  the 
U.S.  to  the  U.K.. ..from  Tokyo  to  Toronto, 
exciting  developments  are  taking  place  in 
a  technological  revolution  that  is  sweeping 
the  world.  On  virtually  every  continent, 
dramatic  advances  are  being  made  in  such 
areas  as: 


•  GENETIC  ENGINEERING 

•  OFFICE  AND  FACTORY  AUTOMATION 

•  AUTOMOTIVE  TECHNOLOGY 
•COMMUNICATIONS 

•  MEDICAL  TECHNOLOGY 
•CONSTRUCTION 
•SPACE  TECHNOLOGY 
•ENERGY 

•  MILITARY/AEROSPACE  TECHNOLOGY 

•  ROBOTICS 


ijwhere  is  the  technological  revolution 
ore  apparent  than  in  the  field  of 
i  mputers.  Around  the  world — in  Japan, 
inerica  and  elsewhere — work  is 
ogressing  on  the  coming  generation  of 
;iuper  Computers". ..with  the  advent  of 
Itificial  intelligence  in  the  truest  sense  of 
is  word,  and  very-large-scale  data 
ocessing  that  reduces  previous 
icomplishments  to  the  insignificant. 


As  the  world  of  tomorrow  becomes  a  hard 
and  fast  reality  of  today,  more  advanced 
methods  of  investment  are  coming  into 
play.  Meeting  that  need  for  those  who  wish 
to  participate  in  this  exciting  and  rewarding 
realm  of  global  high-technology  is  WORLD 
OF  TECHNOLOGY,  INC. 


WORLD  OF  TECHNOLOGY,  INC.  is  a 
Mutual  Fund  that  seeks  long-term  capital 
appreciation.  The  Fund  seeks  this  objective 
by  investing  its  assets  in  common  stocks 
and  securities  convertible  into  common 
stocks  of  domestic  and  foreign  high-tech 
companies,  including  companies  actively 
engaged  in  technological  research  and 
development.  The  Fund's  portfolio  may 
include  companies  representing  such 
diverse  technological  fields  as  pharma- 
ceuticals and  health  care,  computers, 
communications,  electronics,  all  types 
of  energy  including  nuclear,  solar  and 
geothermal,  oceanography,  office  and 
factory  automation  and  robotics. 


I  ORLD  OF  TECHNOLOGY,  INC.  employs  a 
;5tinctive  management  approach  with 
•ofessional  portfolio  managers  situated 

I  both  sides  of  the  Atlantic — in  the  United 
ates  and  the  United  Kingdom — selecting 

II  uity  securities  of  the  world's  leading 

i  jh-tech  companies  thought  to  be  most 

;  ely  to  provide  opportunities  for 

i  ig-term  capital  appreciation.  These  two 

anagement  entities — Financial 
i  ograms,  Inc.  of  Denver,  and  Britannia 
■  i  ernational  Asset  Management  Limited 

London — are  backed  by  nearly  a  century 
I  combined  experience  in  money  manage- 
;  ant.  Both  are  wholly  owned  subsidiaries 

Britannia  Arrow  Holdings  PLC,  a  United 
ngdom  public  corporation  and  financial 


holding  company,  with  some  $1.8  billion  in 
investment  assets  of  more  than  300,000 
investors  worldwide. 

Sophisticated  investors  who  wish  to  take 
advantage  of  high-tech  investment  oppor- 
tunities in  America,  the  Far  East  and 
Europe — wherever  the  frontiers  of 
technology  are  expanding — will  want  to 
learn  more  about  this  distinctive  global 
high-tech  Fund.  At  least  50%  of  the  Fund's 
investment  portfolio  at  the  time  of 
purchase  will  be  in  U.S.  companies,  while 
the  balance  may  represent  foreign  firms 
that  are  perceived  to  have  long-term 
growth  capabilities. 


Send  for  your  free  WORLD  OF 
TECHNOLOGY,  INC.  Information  Kit  with 
current  prospectus  that  explains  the  Fund 
in  detail.  Today's  world  is  changing,  and 
changing  times  may  call  for  different 
approaches  toward  investing.  World  of 
Technology,  Inc.  is  a  global  high-tech- 
nology Fund  deserving  of  your  immediate 
consideration.  Clip  the  coupon  and  mail 
today — or,  for  even  faster  service,  give  us  a 
free  phone  call. 


In  continental  U.S.,  Call  Free 

1  800  525  9274 


A  mutual  fund 

:  investing  in  high  technology 
i  worldwide. 


Name: 


W1777 


In  Colorado,  Call  Free 


1-800  525-9769 


World  of  Technology,  Inc. 


P.O.  Box  1900 
Denver,  Colorado 
80201 


Address: 


:ity 


State 


Zip 


Phone 


fPlease  send  a  prospectus  with  more  complete  information  concerning  World  of  Technology,  Inc.,  including  all  expenses  and  charges 
I  will  read  this  information  carefully  before  sending  money  or  investing. 
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Psychology  &  Investing 


MONEY  &.  INVESTMENTS 


Bull  markets  and  quiet  campuses  dorit 
go  together.  If  this  market  stays  strong, 
campuses  may  become  hot  spots  again. 

PUNKS  VERSUS 
PREPPIES 


By  Srully  Blotnick 


I  have  just  completed  a  tour  of  20 
colleges,  surveying  more  than  2,000 
students,  and  what  I  discovered  is 
quite  different  from  what  I  found  on 
a  similar  tour  a  year  ago.  The  chief 
difference  is  this:  Antigovernment 
and  antibusiness  sentiment  is  on 
the  rise,  the  latter  after  a  steady 
decline  during  the  last  six  years. 
Equally  important,  the  antagonism 
is  just  beginning  to  become  orga- 
nized. Peaceful  for  a  few  years  now, 
campuses  are  likely  to  start  erupt- 
ing again  eventually. 

To  understand  why  and  what  it  is 
likely  to  lead  to,  a  few  comments 
about  the  connection  between  ado- 
lescence and  politics  are  in  order. 
The  rebelliousness  that  is  common 
during  one's  teen  years  gets  a  real 
boost  if  the  U.S.  happens  to  have  a 
widely  disliked  President  at  the 
time.  It  gives  adolescents  someone 
big  and  important  to  focus  their  dis- 
content on.  Lyndon  Johnson  and 
Richard  Nixon  were  conspicuous 
examples  during  the  Sixties  and  did 
much,  merely  as  targets,  to  help 
shape  the  behavior  of  adolescents 
during  the  period. 

Then  came  Gerald  Ford  and  Jim- 
my Carter,  two  Presidents  whom 
the  students  I  surveyed  annually 
kept  calling  dull.  "It's  hard,"  they 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
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repeatedly  said,  "to  hate  a  President 
who's  insipid."  The  stagflation  of 
the  Ford-Carter  years  also  had 
something  to  do  with  the  quiet 
campuses.  Are  bland  leaders  and 
sluggish  economic  growth  linked? 
Economic  historians  who  look  back 
on  this  period  may  find  some  an- 
swers, but  this  I  know:  The  combi- 
nation of  a  disliked  leader  and  the 
resumption  of  economic  growth  is 
fertile  soil  for  an  intensification  of 
adolescent  rebelliousness. 

We  have  both  conditions  for  un- 
rest today:  a  resumption  of  econom- 
ic growth  and  a  leader  the  malcon- 
tents can  focus  their  hatred  upon. 
At  first,  many  students  saw  Reagan 
as  insipid,  made  of  cardboard,  cellu- 
loid and  costumes.  Then,  when  he 
was  shot,  people  of  every  age  felt 
sorry  for  him.  But  things  have 
changed.  Instead  of  being  seen  as  an 
actor,  he  is  now  viewed  as  a  power- 
ful leader,  at  the  very  time  that  the 
stock  market,  acting  as  a  leading 
economic  indicator,  hints  strongly 
at  slow  but  sustainable,  noninfla- 
tionary  economic  growth  again. 
That  means  that  the  President  can 
at  last  begin  to  serve  as  a  major 
target  of  adolescent  animosity. 

Not  every  educated  adolescent  is 
interested  in  using  Reagan  as  a 
straw  man  to  attack.  In  fact,  some 
rebel  against  their  peers  instead  of 
their  parents  or  President.  They 
don't  like  being  identified  with  "the 
great  [and  deliberately]  unwashed" 
on  campus.  Instead  they  want  to  be 
associated  with  winners  and  be- 
come one  of  them.  A  good  name  for 
the  current — and  growing — split  is 
"Punks  versus  Preppies,"  and  they 
choose  to  be  Preppies. 

There  is  nothing  new  about  the 
division.  In  prior  decades  it  would 
have  been,  say,  the  Fraternity 
Crowd  versus  the  Bohemians, 
Beats,  Hoods  or  Hippies. 


Students  are  reacting  to  Reagan  in 
strikingly  different  ways,  depending 
on  which  camp  they  would  like  to 
join.  Those  who  want  to  see  him  as 
the  reincarnation  of  Johnson  and 
Nixon  are  having  no  trouble  now 
convincing  themselves  that  he  is 
every  bit  as  bad  as  those  two,  and 
worse.  Instead  of  Vietnam,  they 
claim  he  is  using  Central  America 
as  an  outlet  for  his  evil  instincts. 
Where  most  adults  see  a  sincere, 
direct  man,  student  malcontents 
see  a  fanged,  malicious  reactionary. 

The  word  malicious  is  crucial  to 
the  Punk  response.  Students  used  to 
insist  that  Gerald  Ford's  clumsiness 
made  him  hard  to  hate  and  Jimmy 
Carter's  obtaining  foreign  policy  ad- 
vice from  Amy — his  daughter  in 
grade  school — made  him  seem  ludi- 
crous. An  ingredient  was  missing 
that  is  now  perceived  as  present:  For 
self-righteous  indignation  and  ado- 
lescent outrage  to  pour  forth,  the 
President  must  not  only  be  disliked, 
but  also  be  seen  as  someone  out  to 
hurt  the  unprotected,  the  defense- 
less. For  many  students  Ronald  Rea- 
gan fits  the  bill:  In  their  view  he  is 
not  only  wrong  but  also  malicious. 

Look  at  the  Beach  Boys  incident. 
To  adults  it  was  just  mildly  amus- 
ing. But  when  Reagan's  Interior  Sec- 
retary Watt  said  he  didn't  want  the 
Beach  Boys  performing  on  the 
White  House  lawn,  students  were 
inwardly  amused  and  outwardly 
shocked.  Suddenly,  Watt  was  Spiro 
Agnew's  reincarnation.  He  wanted 
to  deprive  nice  kids  of  innocent  mu- 
sic. Another  piece  had  fallen  into 
place  to  bring  the  old  hates  to  life. 

A  Princeton  senior,  a  career-ori- 
ented Preppy,  told  me  he  didn't 
think  the  Punks  could  pull  togeth- 
er. Said  he:  "There's  such  a  loose 
conglomeration  of  factions — envi- 
ronmentalists, anti-nukes,  gays, 
minorities,  pro-labor  and  govern- 
ment social-spending  advocates — 
with  almost  nothing  in  common." 
He's  wrong.  They  do  have  some- 
thing in  common:  a  focus  of  hatred 
in  Ronald  Reagan.  The  economy's 
growing  strength  is  starting  to  free 
many  from  their  exclusive  concen- 
tration these  past  few  years  on  good 
grades  and  finding  scarce  jobs.  So, 
enjoy  the  bull  market  and  strength- 
ening economy  but,  if  they  last, 
don't  be  surprised  to  see  eventually 
an  unpleasant  corollary  in  campus 
disruption.  ■ 
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OPTION 

ON  US.T-BOND  FUTU 


n  rioselv  related  opportunities 
,ai?  you  on  the  world's  leadmg 
ri  lamest  futures  exchange 
'  ^pSe  leveraged  hedg.ng 
«» I  profit  potential  on  U.S 
"asury  Bond  Futures-the 
^widely  traded  futures 
ntract  in  the  world. 

i? iles  of  each  contract: 
>  ii00-572-4217,  or  Call  your 

'  in  camp'^oker. 


1)  Chicago  Board  of  Trade 


YOUR  OWN 
BUSINESS. 

It's  time  to  take  a  long,  hard 
look  at  your  business. 

Chances  are,  it's  not  running 
as  productively  as  it  could  be. 

And  the  effects— lowered 
product  quality,  limited  resources, 
a  tighter  profit  squeeze— can  be 
staggering.  Not  just  for  your  busi- 
ness, but  for  our  nation  as  a 
whole. 

There  are  no  instant  cures. 

Growth  in  your  business— 
and  in  this  nation— depends  on 
working  more  productively  than 
ever.  And  on  getting  more  out  of 
what  you're  already  putting  in. 

With  careful  planning  and  a 
sustained  effort,  you  can  improve 
the  productivity  of  your  opera- 
tions, the  quality  of  your  product, 
create  better  job  satisfaction 
within  your  work  force  and  out- 
perform your  competition. 

r  AMERICA. 
WE'VE  GOT  A  JOB  TO  DO. 

Kathleen  Sutton,  American  Productivity  Center, 
123  N.  Post  Oak  Lane,  Houston,  Texas  77024 

I  would  like  to  improve  my  company  s 
productivity.  Please  send  me  a  free  copy  of  A  Pro- 
ductivity Program  ...  or  Productivity  Improvement " 


NAME- 


ADDRESS 
CITY  


STATE 


_ZIP_ 


.J 


A  public  service  of  this  publication,  ™» 
the  Ad  Council  and  the 
American  Productivity  Center 


/coastal  enclave^ 

Only  a  special  few  may  share  our  graceful,  coastal 
Maine  estate  Savor  great  cuisine  Enjoy  golf,  tennis, 
sailing  and  trips  on  our  own  lobsterboat.  Call  or  write 
for  more  information  Wan-en  and  Daphflne  Shear. 

Blue  Hill,  ME  04614 
Tel.  (405)751-5705 


0 


1L-  MBOELtB 

Ristorante  Italiano 
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tXX        AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310. 


By  A.  Gary  Shilling 


Financial  Strategy 


Shakespeare  had  it  almost  right.  Do  not 
a  borrower  be,  but  being  a  lender  may  be 
the  profitable  way  to  go. 

LOWER  YOUR 
LEVERAGE 


er.  Now,  few  can  fail  to  notice  that 
the  whole  world  is  on  sale,  if  not 
this  month,  then  next  month. 

Finally,  it  now  pays  well  to  save 
Since  last  year,  even  households  in 
the  top  tax  bracket  have  enjoyed  ai 
positive  return  on  Treasury  bills, 
after  adjustment  for  taxes  and  infla- 
tion. In  all  previous  postwar  years, 
that  return  was  always  negative. 
Saving,  then,  is  back  in  style. 

On  the  other  side  of  the  balance 
sheet,  high  real  interest  rates  dis- 
courage borrowing.  Demand  for 
funds  is  weak.  Real  interest  rates 
measure  the  extent  to  which  bor- 
rowers cannot  pass  on  their  financ- 
ing costs.  Inflation  measures  an  in 
vestment's  appreciation  or  a  busi 
ness'  success  in  passing  through 
costs.  Thus,  the  difference  between 
the  inflation  rate  and  interest  rates 
is  the  amount  that  the  borrower 
himself  has  to  eat. 

If  savers  are  increasing  the  supply 
of  funds  and  demand  is  weak,  then 
the  price  of  funds — interest  rates — 
should  decline.  At  least  this  has 
been  our  experience  since  1945.  We 
are  not,  however,  in  a  typical) 
postwar  period. 

factors  will  keep 
First,  the  financial 
nervous  about  the 
federal  deficit  andl 


■ 


As  interest  rates  change  course,  so 
should  your  investment  strategy. 
Borrowing  to  the  hilt  made  sense  in 
the  late  1970s,  when  prices  on  real 
estate  and  collectibles  were  soaring 
and  real  (inflation-adjusted)  interest 
rates  were  negative.  Today,  real  in- 
terest rates  are  not  only  positive  but 
steep,  despite  three  years  of  reces- 
sion and  only  modest  recovery. 
Treasury  bonds  now  yield  around 
10.5%.  With  inflation  running  at 
about  2%,  real  interest  rates  are 
over  8%,  compared  with  a  steady 
3%  real  return  through  most  of  the 
postwar  years.  These  high  rates 
should  persist  through  the  1980s. 
Why?  And  what  should  you  do 
about  it? 

Many  would  challenge  my  as- 
sumption that  high  real  interest 
rates  can  continue.  First,  they 
would  point  out,  the  overall  supply 
of  funds  should  increase.  Individ- 
uals are  likely  to  save  heavily  in 
order  to  help  finance  their  retire- 
ments and  their  children's  educa- 
tion and  because  of  the  fear  of  con- 
tinuing high  unemployment.  Peo- 
ple are  also  eager  to  save  to  replace 
losses  on  tangible  assets,  such  as 
houses.  There  is  also  a  lot  less 
hedge-buying — less  spending  now 
in  anticipation  of  higher  prices  lat- 


A.  Gary  Shilling,  a  guest  columnist,  is  presi- 
dent of  A.  Gary  Shilling  &  Co.,  Inc.,  a  Netv 
York  economic  consulting  firm  He  is  author 
of  Is  Inflation  Ending?  Are  You  Ready? 


Several  key 
rates  up  there, 
community  is 
persistent,  vast 
the  specter  of  inflation  that  defi- 
cits raise.  These  fears  are  probably 
exaggerated.  With  any  reasonable 
economic  expansion,  federal  defi- 
cits should  decline  faster  than 
most  people  expect.  Congress  may 
control  expenditures  more  effec- 
tively than  pessimists  think.  The 
financial  markets,  nevertheless, 
fear  that  rampant  inflation  will 
soon  return.  In  light  of  that  risk, 
as  they  see  it,  current  real  interest 
rates  are  normal,  or  even  on  the 
low  side. 

In  any  case,  it  may  take  longer 
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lan  it  did  in  the  past  for  lenders  to 
onclude  that  inflation  is  not  a  ma- 
tt concern  anymore.  Bondholders 
lcurred  huge  losses  in  1980  and 
981.  A  prolonged  stretch  of  high 
:al  returns,  many  of  them  feel,  will 
e  only  fair  play,  considering  the 
i  eating  they  took. 

A  continuation  of  high  real  inter- 
st  rates  calls  for  a  180-degree  turn 
l  your  investment  strategy.  In  the 
ite  1970s  those  with  big  debts  held 
le  gun.  With  high  inflation  and 
ixcessive  interest  rates,  lenders  in 
i:al  terms  were  paying  borrowers  to 
ike  the  filthy  lucre  away.  Now  the 
an  is  in  the  hands  of  those  with 
;!ean  balance  sheets  and  lots  of  as- 
[its.  For  them,  interest  returns  far 
itceed  any  inflation-induced  cost 
lcreases.  Borrowers,  on  the  con- 
ary,  have  much  higher  financing 
osts  than  they  can  pass  on. 
i  What  should  you  do?  First,  if  you 
ave  already  borrowed  heavily,  es- 
scially  to  hold  tangible  assets,  liq- 
iidation  may  be  the  prudent,  albeit 
linful,  course.  Take  your  losses 
dw  rather  than  slowly  bleed  to 
;ath  from  interest  rates  that  are 
ligher  than  the  appreciation  on 
Our  investment.  If  you  paid  15% 
iterest  to  borrow  money  to  invest 
i  farm  land  that  is  declining  in 
»lue,  you  are  getting  killed, 
i  Second,  increase  your  rate  of  sav- 
ig  out  of  current  income.  The 
:mefits  of  forgoing  current  spend- 
ig  are  likely  to  remain  high. 

Third,  finance  your  investments 
at  of  your  own  funds  rather  than 
)rrow  at  today's  high  rates.  And 
urth,  if  that  irresistible  mvest- 
hent  opportunity  knocks,  beware. 

you  borrow  to  invest,  be  sure 
Du  get  a  high  return  on  an  invest- 
ent  that  is  compatible  with  a 
Dninflationary  environment.  As 
Dted  in  my  May  23  column,  fi- 
Dlincial  assets — stocks  and  bonds — 
e  likely  to  enjoy  higher  returns 
lan  tangibles.  If  you  must  borrow, 
ien  borrow  against  these  high- 
elding  assets. 

"Neither  a  borrower  nor  a  lender 
:,"  Polonius  advised  his  son,  "For  a 
i  an  oft  loses  both  itself  and  friend; 
i  nd  borrowing  dulls  the  edge  of 
!  asbandry."  In  today's  economy, 
lorrowers  will  indeed  find  that 
leir  highly  leveraged  tangible  as- 
ts  have  lost  their  edge,  but  lenders 
i.nd  financial-assets  holders  will 
lap  rich  rewards.  ■ 


Business  news  in  the  round. 


The  executives  who  run 
the  world's  20,000  largest 
corporations  were  asked  to 
name  their  most  reliable 
source  of  Business  News* 

The  result  may  surprise 
you,  but  it  won't  surprise 
American  readers  of  the 
Financial  Times. 


If  you  haven't  seen  the 
Financial  Times  recently, 
we'd  like  to  send  you  a 
sample  copy. 

Write  or  call: 
FT  Publications,  Inc. 
75  Rockefeller  Plaza, 
New  York,  NY  10019 
(212)  489  8300 


F I NANCIAL  TIMES 

assssESSiaxsm  Tokyo  to  protest  JSC*  interest  rate 
Miners  ctnysiei  against  French  «  hopes  bring 


*  Survey: 
Annual 
Investment 
Files  1982 


%ackt  investors: 


EArn  High  Tax-Free  Yields 
With  SafehOfPrinciml 


For  those  in  higher  tax  brackets, 
the  T.  Rowe  Price  Tax-Exempt  Money 
Fund  can  be  especially  rewarding.  Its 
high  current  yield  is  free  from  Federal 
Income  Tax. 

And  you  enjoy  these  important 
money  market  fund  advantages: 

•  Constant  share  value. 

•  Daily  liquidity. 

•  Free  checkwriting 
over  $500. 

•  No  penalty  for  early 
withdrawal. 

•  Free  exchange  with 
other  T.  Rowe  Price 
Funds. 


•  Minimum  initial  investment  of  only 
$2,000. 

•  No  sales  charge. 

Call  Now 
For  Today's  High  Yield 
TOLL  FREE  1-800-638-5660. 
In  Baltimore  547-2308 


The  Fund's  principal  is  not 
insured,  and  its  yield  will 
fluctuate  as  market  conditions 
change.  Income  may  be  sub- 
ject to  state  and  local  taxes. 


T  Rowe  Price 

T  Rowe  Price  Marketing,  Inc.  Dept.  49A 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  on  your  Tax-Exempt 
Money  Fund  with  more  complete  information, 
including  management  fee  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest. 
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Zip_ 
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BUSINESS  OPPORTUNITIES 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


BIG  HOLE  RIVER 

The  precminenl  fly  fishing  guide  busi- 
ness in  Montana — Beautiful  architect 
designed  home  on  the  river  bank — 
Strong  expansion  potential,  less  than 
one  hour  from  Butte.  Adjacent  compli- 
mentary property  also  available.  River 
bank  residence  and  acreage  may  be 
purchased  without  business. 
Contact  Exclusive  Agents  for  Sellers: 

HALL  &  HALL  INC. 

P.O.  Box  1924 
Billings.  MT  59103 
(406)  252-2155 


BEAUTIFUL  OREGON 
CATTLE  RANCH 

Over  120.000  acres.  Capacity  rated  up  to 
2.500  pair  Located  in  central  Oregon. 
Owner  will  partner  with  investor  or  will 
trade  or  sell  $6,000,000.  Call  or  write 
Jordan  Realty  Inc.,  397  N.  Bioadwav, 
Burns,  Oregon  97720  503-573-6023, 
503-573-2342  (eves)  Ask  for  TOM 


FREE  CATALOG 

Big  .  .  Free  SUMMER  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612- Y  W.  47th  Street 
Kansas  City.  MO.  64112 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
All  price  ranges  available. 
Call  collect. 
Construction  & 
Contracting  Businesses 
Printing  Shops 
Eating  &  Drinking 
Establishments 
Automotive  Related  Businesses 
AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339.  Dept.  F.  Co.  Spgs..  CO  80934 
(303)  630-8188.  Exi  14 
No  fee  lo  buyer  involved 


CONSULTING 


BUSINESS  VALUATIONS 

For  Taxes,  Litigation.  ESOP.  Sale 
Comp.  Plans.  Consult  to  Law, 
Business.  Gov't.  Tax  Authorities 

Expert  Court  Testimony 
AMBROSE/MANAGEMENT 
ADVISORS,  INC. 
1200  Lincoln  #410.  Denver.  CO  80203 
303/571-0111 


PUBLICATIONS 


#104.  How  to  Write  a  BUSINESS  PLAN  That  Rates 
an  Eleven  Ion  a  scale  ol  1  to  10)  Four  one-hour 
cassettes  edited  from  a  live  seminar  How  to  put  the 
trosting  on  the  cake.  $65.00 

#105.  How  to  Prepare  and  Present  a  BUSINESS 
PLAN  1983.  Hard  cover,  400  pages  Contains  three 
actual  business  plans.  $20.00 

#105.  Both  #104  and  #105  $75.00 

THE  CENTER  FOR  ENTREPRENEURIAL  MANAGEMENT 

83  Spring  Street.  New  York,  N  Y  10012  (212)  925-7304 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca,  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21 B       35  N.  Craig  Ave 
Pasadena,  CA  91 107 


MISCELLANEOUS  FOR  S 

GENUINE  GEMSTONES  A 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Tra 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42: 
TOLL  FREE  SERVICE  1-800-626 


FORBES  CLASSIFIED 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  eacl" 
month.  Advertising  closing  date  is  one  month  preceding  date  o 
issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE /NEW  YORK,  NY  10011 
(212)  620-2440 


wave  you  any  idea  how  much 
America's  colleges  mean  to  you? 


It  was  college-based  research  and  college-trained 
minds  that  gave  us  electronic  computers,  television,  space- 
craft. That  conquered  polio,  smallpox,  diphtheria.  That 
developed  new  strains  of  rice  and  wheat  to  help  feed  the 
world's  hungry. 

And  it  will  be  today's  college-trained  minds  that 
will  solve  tomorrow's  problems:  Energy.  Transportation. 


Health.  City  planning.  International  relations. 

But  only  if  you  help.  America's  colleges  are  in  d 
financial  trouble. 

They  cannot  train  minds  for  tomorrow  unless 
make  it  possible  now. 

So  give  them  .a  hand.  The  help  you  give  today 
make  tomorrow's  world  a  better  one. 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 


Council  for  Financial  Aid  to  Education.  Inc 
680  Fifth  Avenue.  New  York.  N  Y  10019 


V'il  A  Public  Service  of  This  Magazine 
CM  &  The  Advertising  Council 
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EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


PIPE  SMOKERS 


ide  grate  into 
itttom  of  bowl, 
jpe  stays  lit. 
ood  taste,  top  to 
>t  torn. 


Longer  lasting 
smoke 

Saves  tobacco 
Fits  all  std. 
pipes 
Re-usable 


FINE  PIPE  SHOPS 
or  order  direct:  $5.00  for  pack  of  75  grates 
Send  check  to: 

SEEVERS  PIPE  GRATE 

325  Harding  Street.  Danville,  Kentucky  40422 

Mone\  Back  Guarantee 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $5.95; 

three  for  $17 

Binders:  $7.50; 

three  for  $21.75 

check  with  your  name  and 

address  to: 

ESSE  JONES  BOX  CORP. 

iDept  FB,  P.O  Box  5120 

1  Philadelphia,  PA  19141 

brbes: 
apitalist 

Tool® 

E  OUT  OF  EVERY  5 

FORBES 
SUBSCRIBERS 
A  MILLIONAIRE 


MEMBERSHIP 


WHAT'S  YOUR  I.Q.? 
FIND  OUT  FOR  $8 

Mensa,  the  non-profit  inter- 
national high  I.Q.  society  will 
send  you  your  confidential 
score.  For  a  standard  I.Q. 
test  you  take  in  the  privacy  of 
your  home  or  office,  send  $8 
check  or  money  order  to 
cover  processing  to  Mensa, 
Department  300,  1701  West 
Third  Street,  Brooklyn,  New 
York  11223.  If  you've  scored 
at  or  above  the  98th  percen- 
tile on  any  major  I.Q.  test, 
write  for  free  brochure. 


TRAVEL 


Hideaways 
Guide. 


The  Picturebook 
of  Secret  Escapes 

World  Wide  listings  of  vacation  homes 
lor  rent,  exchange  &  sale. 
Also  yacht  charters  &  country  inns 

call  617  369  0252  now! 

or  write  POB  1459  F  Concord  MA  01742 


Siampion  Stall,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  he  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min  nrHer  150  units) 

HAMPTON  HALL  LTD.,  220  5th  Ave.,  Suite  903-04,  N.Y.,  N  Y.  10001    (212)  685-2440 

Dopt  FB6 


SAVE  $$$  ON 
COMPUTERS  &  CALCULATORS 


Hewlett -Packard -Tex as  Instruments- 
Commodore-Atari-Timex-Franklin-Epson 
HP41CV  $219.95  —  HP41C  $169.95  — 
HP75C  comp.  $769  95  —  HP-12C  $99.95 

—  Tl  99/4A  $1 59.95  —  New  Tl  CC40  comp. 
$199.95  —  Timex  TS1000  $44.95  —  Timex 
printer  $94.95  -  Atari  1200-64K$695  00  — 
800-48K  $499.95  —  400-16K  $159.95  — 
Franklin  1200  —  128K  Apple  and  CP/M 
Ace  1000  —  64K  $989  00  —  IBM  new  Selec- 
tric  II  dual  pitch-correcting  $789.95  — 
Atari  2600  $89.95  —  5200  $184.95  —  COm- 
modore  64  $399.95  —  Vic  20  $99.95 
package.  Mattel  Intellivision  2609 $99.95 

—  Kaypro  II  and  more. 

'Some  prices  after  rebate 
OSC,  PO  Box  74545,  LA  Cal 
90004—800-421-8045  or  213-739-1130  in 
California  800-252-21 53 


BOOKS  ON  TAPE 

FREE  CATALOG 


NEW 


Best  sellers 
on  cassettes. 

;  Money  back 
i  guarantee. 

\  VISA  and 
MasterCard 


I  KNOW 
WHAT  YOU  WANT 
THE  GIFT  of  a  lifetime. 

Hand-crafted  oil  portraits. 

complete  with  a 
UNIQUE  GUARANTEE 

NO  OBLIGATION.  For  a  proposal 
thai  is  simple  and  direct,  attach  your 
business  card  to  this  advertisement, 
and  MAIL  TO: 

Mr.  Alan  Elliott 

Portrait  Artist 
6262  Babcock  Ave 
No.  Hollywood.  CA  9I606 


Call  Toll-Free 

I  1-800-854-6758 

£  (In  California  1-800-432-7646) 


Or  write  Books  on  Tape.  Inc. 
Dept  FB    P.O.  Box  7900 
Newport  Beach,  CA  92660 


MYSTIC 

MARITIME 
GALLERY 


Contemporary  Marine  An.  Sculpture. 
Scrimshaw.  Ship  Models 

1983  Mystic  International 
May  8  -  June  19,  1983 

Catalog  $8  00 
rtYSTIC  SKAI'OR  I  MUSEUM  STORES.  INC 
)H'I  V         MYSTIC. CT.  06355  i«0JI5«> 
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Do  you  know  anybody 
who  is  somebody  in  busines 
who  does  not  read 
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Flashbacks 


change. . . ."    Items  from  past  issues  of  Forbes 


■ 

"The  more  things 


»ixty  years  ago  in  Forbes 

\"rotn  the  issue  of  June  9,  1923) 


a  this  1923  cartoon,  building  labor  is  a 
•ew  Samson  pulling  down  its  own  temple 


it  Conditions  in  the  building  industry 

ijf  New  York  have  reached  the  point 
r/here  banks  and  money  lending  insti- 
tutions are  threatening  to  curtail 
pans  to  speculative  builders,  who  are 
jj  lamed  for  creating  the  artificial  labor 
hortage.  All  bricklayers  employed  by 
jjhe  Mason  Builders'  Association  have 
j|one  on  strike,  tying  up  work  on  ap- 
proximately $150  million  of  construc- 
tion work.  Refusal  of  the  workers' 
jjemands  for  a  two-year  contract  at 
12  a  day  will  probably  result  in  a 
omplete  tie-up  of  the  industry." 

fHere  is  an  attempt  to  read  the  politi- 
cal horoscope:  If  America  enjoys  pros- 
erity  between  now  and  the  holding 
if  the  presidential  conventions,  Presi- 
dent Harding  will  have  a  walkover. 


But  should  industry  collapse,  causing 
widespread  unemployment,  and 
should  our  vast  agricultural  popula- 
tion suffer  hardship,  the  indications 
are  that  there  will  be  a  nationwide 
clamor  for  Henry  Ford.  If  the  Demo- 
crats were  to  reject  Ford  and  he  were 
to  head  a  third  party,  the  Republicans 
would  feel  perfectly  safe.  But  should 
Ford  be  accepted  by  the  Democrats, 
the  Republicans  and  the  majority  of 
businessmen  throughout  the  country 
would  become  gravely  alarmed.  Al- 
though he  will  have  nothing  to  do 
with  the  labor  unions,  Ford  is  widely 
regarded  by  workers  as  the  hero  of  the 
employing  class." 

"The  selection  of  Stanley  Baldwin  as 

Premier  to  succeed  Bonar  Law  met 
with  the  hearty  approval  of  British 
business  and  financial  leaders.  His 
skilful  handling  of  the  American  debt 
settlement  and  the  soundness  of  his 
budget  have  greatly  impressed  the  fi- 
nancial community  with  his  business 
ability  and  foresight." 


Fifty  years  ago 

(June  1,  1933) 

"What's  happened  in  the  seven  weeks 
since  beer's  rebirth?  First,  as  to  beer 
itself:  The  infant  has  shown  signs  of 
lusty  health.  Sales  have  exceeded 
brewers'  estimates.  The  extent  of  the 
first  rush  for  beer  was  a  surprise,  sales 
have  dropped  but  little  from  the  peak 
of  the  first  two  weeks,  and  the  tradi- 
tional hot-weather  demand  has  not 
yet  started.  Summer  sales,  in  the  in- 
dustry's opinion,  will  go  much  be- 
yond the  April  peak.  In  April's  three 
legal  weeks,  the  federal  government's 
$5-a-barrel  tax  was  levied  on  1.7  mil- 
lion barrels,  which  means  that  410 
million  pint  bottles  or  820  million 
eight-ounce  glasses  were  consumed." 


Edited  by  Dero  A.  Saunders 

"Cheerful  news  is  again  popular. 
Not  so  long  ago  it  was  common  for 
the  writer  to  receive  letters  de- 
nouncing him  for  publishing  facts 
and  figures  about  enterprises  which 
were  doing  relatively  well.  The  ex- 
pression of  hopeful  views  also 
brought  condemnation.  .  .  . 

"All  this  has  changed.  From  all 
quarters  now  voluntarily  come  tele- 
grams, letters,  circulars,  reports  de- 
scribing gains  in  output  and  sales.  Al- 
most every  executive  is  now  willing 
to  make  optimistic  statements  for 
public  consumption." 

"A  year  ago  Chicago's  proposed  fair 
was  never  mentioned  without  some- 
one asking,  'Do  you  think  they  will 
really  be  able  to  hold  it?'  Even  in  the 
early  months  of  1933,  stories  were 
going  the  rounds  that  in  spite  of  its 
magnificent  publicity,  the  organiza- 
tion behind  the  Century  of  Progress 
Exposition  was  practically  bankrupt, 
was  both  unable  to  pay  the  salaries  of 
noted  designers  it  had  engaged  and 
unable  to  give  them  money  to  spend 
on  their  designs.  May  27  has  now  ar- 
rived, with  the  Exposition  ready  to 
open,  with  $25  million  invested  in  its 
wonders,  5,000  men  given  much- 
needed  work,  and  not  a  cent  levied  on 
the  community." 


Twenty-five  years  ago 

(June  1,  1958) 

"When  cinema  hero  William  Holden 

signed  with  Hollywood's  Columbia 
Pictures  Corp.  to  star  in  Bridge  on  the 
River  Kwai,  the  creak  of  straining  cash 
registers  and  the  groans  of  outraged 
moviemen  could  be  heard  from  Holly- 
wood and  Vine  to  Broad  and  Wall. 
Holden  had  insisted  on — and  gotten — 
an  unprecedented  deal  under  the 
terms  of  which  Columbia  would  have 
to  pay  him  10  cents  on  every  dollar 
Kwai  grossed  at  the  box  office.  And  to 
keep  the  tax  collector  from  getting  it 
all,  Holden  also  insisted  that  Colum- 
bia spread  out  the  payments  so  that  he 
would  get  no  more  than  $50,000  in 
any  one  year. 

"As  it  turned  out,  Holden  and  his 
lawyers  had  apparently  outfoxed 
themselves.  With  Kwai  making  the 
ticket  registers  ring  merrily,  the  pic- 
ture seemed  set  to  gross  $25  million, 
which  would  mean  eventual  earnings 
of  $2.5  million  for  actor  Holden.  The 
only  catch:  With  the  $50,000-a-year 
limit,  Holden,  now  40,  might  not  be 
around  long  enough  to  collect  it  all." 


(resident  Warren  G.  Harding,  Secretary1  of  State  Charles  Evans  Hughes,  Treasury 
secretary  Andrew  W.  Mel/on  and  Secretary  of  Commerce  Herbert  C.  Hoover 
Washington's  potent  Big  Four  in  1923. 
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Thoughts 

on  the  Business  of  Life 


People  who  have  no  weaknesses  " 
are  terrible;  there  is  no  way 
of  taking  advantage  of  them. 
Anatole  France 


Treading  on  others  adds 
nothing  to  our  stature. 
Arnold  Glasow 


All  men  judge  the  acts  of 
others  by  what  they  would 
have  done  themselves. 
Dionysius 


Expedients  are  for  the  hour; 
principles  for  the  ages. 
Henry  Ward  Beecher 


Human  behavior  flows  from 
three  main  sources:  desire, 
emotion,  and  knowledge. 
Plato 


A  Text . . . 

i ember  the  days  of  old, 
consider  the  years  of  many 
generations:  ask  thy  father, 
and  he  will  shew  thee;  thy 
elders,  and  they  will  tell  thee. 
Deuteronomy  32:7 


Sent  in  by  R.J.  Reek,  Mt.  Prospect,  111.  What's 
your  favorite  text'  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


One  of  the  most  important 
lessons  that  experience 
teaches  is  that,  on  the 
whole,  success  depends 
more  upon  character  than 
upon  either  intellect 
or  fortune. 
William  Lecky 


Beware  so  long  as  you  live, 
of  judging  men  by  their 
outward  appearance. 
Jean  de  la  Fontaine 


Although  hard  to  define, 
loyalty  is  easy  to  detect. 
Let  a  worker  be  erer  so 
brilliant,  erer  so  brainy, 
ever  so  ambitious,  if  his 
employers  know  he  is  not 
loyal  through  and  through, 
they  will  not  for  a  moment 
consider  promoting  him  to 
a  position  of  great  trust 
and  responsibility,  for 
disloyalty  breeds  distrust. 
B.C.  Forbes 


When  put  to  the  test,  an 
ounce  of  loyalty  is  worth 
a  pound  of  cleverness. 
Elbert  Hubbard 


To  be  trusted  is  a  greater 
compliment  than  being  loved. 
George  Macdonald 


He  that  has  truth  in  his 
heart  need  never  fear  the 
want  of  persuasion  on  his  tongue. 
John  Ruskin 


I  cannot  find  language  of 
sufficient  energy  to  convey 
my  sense  of  the  sacredness 
of  private  integrity. 
Ralph  Waldo  Emerson 


The  most  tragic  thing  in 
the  world  is  a  man  of  genius 
who  is  not  a  man  of  honor. 
George  Bernard  Shaw 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Human  beings  do  not  do 
all  the  evil  of  which 
they  are  capable. 
Henri  de  Montherlant 


Show  me  the  man  you  honor,  and 
I  will  know  what  kind  of  man 
you  are,  for  it  shows  me  what 
your  ideal  of  manhood  is  and 
what  kind  of  man  you  long  to  be. 
Thomas  Carlyle 


Learn  to  distinguish 
the  difference  between 
errors  of  knowledge  and 
breaches  of  morality. 
Ayn  Rand 


Be  what  nature  intended  you 
for,  and  you  will  succeed; 
be  anything  else  and  you  will 
be  ten  thousand  times  worse 
than  nothing. 
Sydney  Smith 


The  man  who  acts  never 
has  any  conscience;  no 
one  has  any  conscience 
but  the  man  who  thinks. 
Goethe 


Let  us  not  paralyze  our 
capacity  for  good  by  brooding 
of  man's  capacity  for  evil. 
David  Sarnoff 


It  is  a  curious  fact 
that  people  are  never 
so  trivial  as  when  they 
take  themselves  seriously. 
Oscar  Wilde 


Lack  of  loyalty  is  one  of 
the  major  causes  of  failure 
in  every  walk  of  life. 
Napoleon  Hill 


This  above  all:  to  thine 
own  self  be  true,  and  it 
must  follow,  as  the  night 
the  day,  thou  canst  not 
then  be  false  to  any  man. 
Shakespeare 
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'fc  do  you  mean  I'm  not  'user-friendly '?" 


In  business  today,  productivity  is  more 
than  a  buzzword.  It's  a  matter  of  urgent  concern. 
That's  why  a  growing  number  of  managers  who 
want  to  step  up  work  flow  fast  turn  to  Dale  Carnegie 
Training®  It  shows  them  new  ways  to  tap  the  reserve 
power  of  their  people  and  eliminate  costly,  time- 
consuming  obstacles  to  productivity.  It  works 
to  increase  efficiency  and  effectiveness.  It  also  pro- 
vides methods  for  measuring  results. The 


manager  has  more  time  for  creative  thinking  and 
goal- setting. 

To  find  out  more  about  the  Dale  Carnegie 
Management  Seminar  and  how  it  can  quickly  get 
your  organization  on  the  road  to  greater  productivity 
ask  for  a  free  copy  of  our  quick- reading  booklet  that 
outlines  the  objectives  and  benefits  of  the  training. 
Just  call  (800)  231-5800.  In  Texas,  call  (800)  392-2424. 
Or  write  directly  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE  763F  •  7047  REGENCY  SQUARE  BLVD.  •  HOUSTON,  TEXAS  77036 


"Were  ready  to  go  up  against 
any  other  earner-including  trucks 
with  Conrails  modern  freight 
transportation  system? 


L.  Stanley  Crane,  Chairman,  Conrail 


"Here's  why  I  can  make  this 

Statement!  Conrail  is  offering  shippers 
some  of  the  most  competitive  rates  and 
innovative  services  on  rail  or  highway 
today.  The  reason:  Railroads  are  far  less 
regulated— and  high  time.  We  can  now  set 
our  prices  and  tailor  our  service  to  meet 
your  individual  needs. 

"Please  take  a  few  minutes  to  read  on, 
then  let's  talk  business." 

"Now  we're  giving  trucks 
a  real  run  for  their  money,  even  on 
short-haul  routes." 

"Conrail  is  beating  the  trucker  at  his  own  game. 
Our  better  cost  control  means  we  can  give  you 
prices  that  are  much  less  than  truck 
rates  on  grain  and  chemicals  and 
many  other  commodities  for  distances 
of  300  miles  or  less— even  under  100 
miles  in  some  cases. 

"Our  prices  allow  a  grain 
broker  to  buy  surplus  grain  in 
one  market,  move  it  by  Conrail 
at  these  low  r-ates  to  another 
market  hundreds  of  miles 
away,  and  still  make  a  good 
profit. 

"These  rates  and  efficiencies  apply  to 
many  commodities  besides  chemicals 
and  grain,  such  as  minerals,  petroleum 
and  vegetable  oils,  as  well  as  to  pro- 
cessors and  sugar  refiners.  And  they 
apply  whether  you  have  one  car  or  one 
hundred." 

"Conrails  prices  are  not  only 
competitive, 
they're  more  flexible!' 


save  up  to  30  percent  compared  with  trucks. 

"And  through  our  piggyback  wholesalers— our 
Volume  Shippers— we  also  offer  you  very  attractive 
rates  to  get  your  products  off  the  highway  and 
moving  by  piggyback. 

"Coal  customers  using  our  new  coal  export 
facility  at  Pier  124  in  Philadelphia  appreciate  our 
flexibility.  They  can  make  a  reservation  months  in 
advance  to  export  coal  and  be  guaranteed  a  rate 
and  a  berth  on  the  day  and  the  time  specified. 

"What's  more,  until  October  1,  1983,  we'll 
guarantee  to  load  vessels  at  an  average  rate 
of  15,000  tons  per  24-hour  period— or  pay,  up 
to  certain  limits,  a  vessel  detention  fee  of 
$335  per  hour. 
'Coal-burning  utilities  requiring  long-range  service 
and  price  commitments  can  also  enjoy  a  new  free- 
dom from  uncertainty,  again  thanks  to  Conrail's 
willingness  to  make  rate  and  service  commitments 


'If  you  ship  iron  or  steel  coils,  you  save 
when  you  move  them  on  Conrail.  If 
you  ship  alcoholic  beverages  between 
the  Northeast  and  the  Midwest,  you 


Conrail  has  one  of  the  most  sophisticated  computer  data  centers  in  the  country  What 
ever  you  ship,  from  headlamps  to  hardware,  our  computer  services,  competitive  prices 
and  innovative  freight  services  give  you  the  best  price  and  service  combination  in  the 
marketplace. 


not  only  for  today,  but  next  year  as  well. 

"In  addition,  we're  willing  to  give  utilities 
greater  flexibility  through  a  flat  monthly  fee,  plus  a 
fixed  transportation  charge  per  ton  of  coal  moved, 
regardless  of  where  they  buy  their  coal  on  Conrail." 

"We  control  every  car  with  one 
of  the  most  sophisticated  computer 
data  centers  in  the  U.S." 

"You  could  have  the  most  competitive  rate  and  it 
wouldn't  mean  a  darned  thing  nowadays  if  you 
didn't  have  the  most  timely  data  processing  infor- 
mation available  to  tell  you  where  your  car  is  at  any 
time,  and  any  place  on  our  system.  You  get  them 
both  with  Conrail. 

"You  also  get  a  completely  computerized  sys- 
tem designed  to  control  car  supply  based  on  your 
forecasts  of  your  needs.  As  a  result,  when  you  call 
your  local  car  reservation  clerk,  you're  sure  to  get 
your  car  when  you  want  it,  where  you  want  it. 

"Furthermore,  our  marketing  experts  can  use 
our  extensive  information  system  to  quickly  ana- 
lyze various  rate,  equipment  and  service  combina- 
tions and  give  you  the  information  you  need  to 
respond  to  today's  rapidly  changing  marketplace." 

"Our  labor  unions  are  helping 
us  to  be  more  competitive." 

"We've  entered  into  a  new  era  of  cooperation  with 
our  labor  unions.  They  have  given  us  the  kind  of 
flexibility  that  leads  to  great  service,  such  as 
Conrail's  new  Mini-train  for  General  Motors. 

"GM  required  overnight  ser- 
vice from  Kalamazoo,  Mich., 
where  auto  parts  are  consolidated, 
to  Fisher  Body  and  Oldsmobile  in 
Lansing,  118  miles  away.  To  elimi- 
nate stocking  inventory  at  the 
plant,  GM  required  that  the  parts 
be  delivered  "just  in  time"  for  the 
first  morning  shift— not  early,  not 
late. 

"Auto  parts  that  once  moved 
by  truck  are  now  handled  by 
Conrail  overnight. 

"One  very  big  reason  behind 
our  ability  to  adapt  to  the  needs  of 
GM,  in  addition  to  our  price  and 
service  package,  is  an  agreement 
by  Conrail's  labor  unions  to 
improve  productivity  on  the  Mini- 
train  by  eliminating  a  crew  change 
stop.  Productivity  improvements 
such  as  this  are  the  key  to  making 
us  more  competitive  in  today's 
deregulated  marketplace." 


Kalamazoo,  6  p.m.: 

Conrail  Mini-train 
leaves  for  Lansing  with  auto  parts  needed 
by  GM  for  next  day's  auto  production. 


i  Lansing,  6  a.m.:  Monday  through  Friday,  parts 
shipped  overnight  by  Conrail  Mini-train  already 
placed  on  GM's  dock  before  start  of  first  shift. 

"For  the  second  year 
in  a  row,  Conrail  has  been  profitable." 

"Conrail  showed  a  $39  million  operating  profit  in 

1982.  This  financial  performance,  I'm  pleased  to 
say,  is  even  better  than  our  1981  record,  which  was 
one  of  the  most  dramatic  improvements  in  Ameri- 
can corporate  history! 

"REASON:  Conrail  can  now  make  price 
and  cost  decisions  like  any  other  business— 
and  do  it  in  a  rapidly  changing  economy. 

"We  look  forward  to  continuing  this  progress  in 

1983.  We  have  a  plant  that  is  in  superb  physical 
condition.  Our  tie  and  rail  renewals  are  up  to  snuff. 
The  supply  of  cars  and  locomotives  is  the  best  ever. 
And  to  ensure  continued  good  service  at  low  cost  in 
the  future,  we  just  ordered  100  very  efficient  new 
locomotives. 

"At  Conrail,  we  have  a  modern  freight  trans- 
portation system  that  is  second  to  none." 

"If  you  have  a  problem, 
please  write  to  me." 

"Last  year,  we  promised  you  competitive  prices, 
innovative  service  and  on -time  delivery.  What  you 
just  read  demonstrates  how  seriously  we  took  our 
commitment.  And  I  promise  you  more  of  the  same 
this  year.  But  if  we  ever  fail  to  live  up  to  this  prom- 
ise, I  want  to  know  about  it  personally. 

"Write  to  me  at  6  Penn  Center  Plaza,  Room 
1040C,  Philadelphia,  PA  19104. 

"I'm  fighting  to  get  your  business— and  I'll  fight 
to  keep  it," 


Send  coupon  for  more  information,  including  a 
free  "Shipper's  Information  Kit"  (revised  for  1983) 
with  tips  on  how  to  get  the  most  out  of  Conrail's 
services. 


Mr.  L.  Stanley  Crane 
Chairman  and  CEO 
Conrail,  Room  1040C 
6  Penn  Center  Plaza 
Philadelphia,  PA  19104 

Please  send  the  "Shipper's  Information  Kit" 
and  other  materials  that  will  help  my  business. 
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fames  Cook 


A  nice  pat  on  the  back 

The  Champion  International  Corp.  has 
done  a  fine  service  to  the  craft  of  business 
journalism  by  endowing  annual  rewards  for 
the  best  economic  writing  and  reporting. 
The  award  program  is  supervised  by  Dart- 
mouth's Amos  Tuck  School  of  Business  Ad- 
ministration, and  winners  are  selected  by  a 
distinguished  panel  of  independent  judges. 
The  winner  this  year  in  the  magazine  cate- 
gory went  to  Forbes  for  James  Cook's  pro- 
vocative cover  story,  "The  molting  of 
America" — about  our  shrinking  industrial 
base.  In  making  the  award  the  judges  said: 
"The  impact  of  this  article  when  it  appeared 

in  November  1982  was  such  that  many  of  its  themes  were  incorporat- 
ed in  President  Reagan's  State  of  the  Union  address."  We  couldn't  be 
prouder. 

Dubuque  it  ain't 

Jerry  Flint,  that  veteran  journalist  with  the 
powerful  human  touch  who  has  headed  our 
Washington  bureau  the  past  four  years,  is 
taking  up  a  new  post.  He  heads  for  London 
this  month  to  head  up  our  coverage  of  Eu- 
rope and  the  U.K.  as  well  as  the  Middle  East 
and  Africa.  Readers  will  remember  Flint's 
moving,  realistic  account  of  how  the  hard- 
hit  city  of  Dubuque,  Iowa  weathered  the 
recession  (Mar.  2<S  cover  story)-  Now  he  will 
use  the  talents  finely  developed  in  over  a 
quarter  of  a  century  in  the  news  business  to  bring  to  life  yet  another 
part  of  the  economic  world.  Replacing  Flint  in  Washington  is  British- 
born  Howard  Banks,  45,  who  joined  Forbes  in  1982.  So,  it's  a  Britisher 
to  Washington  and  a  Detroiter  to  London.  That  promises  our  readers 
some  interesting  perspectives. 

Schumpeter  revisited 

Of  the  dozens  of  letters  we  received  praising 
our  May  23  cover  story  (a  sampling  is  on  page 
14),  none  gave  us  more  pleasure  than  one 
from  Nobel  laureate  Arthur  Lewis.  The 
Princeton  professor  reminded  us  that — 
whatever  their  considerable  differences — 
John  Maynard  Keynes  and  Joseph  Schum- 
peter had  one  thing  in  common:  Both  were 
stagnationists,  believing  that  the  capitalist 
system  was  running  out  of  steam.  Schum- 
peter, though  a  passionate  believer  in  free 
enterprise,  thought  capitalism  would  choke 
on  its  very  success;  this  is  the  gloomy  side  of  his  remarkably  prescient 
prophecy.  But  as  to  that  gloomy  side,  Professor  Lewis  writes:  "Modern 
economists  don't  believe  in  secular  stagnation."  What  this  means,  of 
course,  is  that  capitalism  is  not  necessarily  digging  its  own  grave. 
Take  away  the  stagnation  aspect  of  Schumpeter's  system  and  you 
have  a  hopeful  message  for  our  times:  Capitalism  and  its  twin  brother, 
political  freedom,  are  far  from  doomed. 


Jerry  Flint 


Arthur  lewis 


(  '  Editor 
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Caught  in  an  Employee 
Benefits  Cost  Bind? 


We've  got  some  answers 
you  probably 
haven't  heard  about. 


There  is  a  way  to  control  employee  bene- 
fit costs  yet  offset  any  negative  employee 
reaction  to  a  reduction  of  your  benefits 
program.  A  Group  and  Pension  Represent- 
ative from  The  Bankers  Life  of  Des  Moines 
can  show  you  how. 

For  example,  by  replacing  a  reduction  in 
other  benefits  with  low  cost  Employee 
Benefit  Auto*  insurance,  The  Bankers  Life 
provides  a  new,  unusual  coverage  with 
immediate  values  almost  every  employee 
will  appreciate.  And  the  cost  to  your  com- 
pany is  less  because  most  of  the  auto 
premiums  are  funded  through  payroll 
deduction.  The  Bankers  Life  handles  all 
other  paperwork  for  you,  including  claims. 

So  if  it  becomes  necessary  to  reduce  the 
cost  of  your  employee  benefit  program, 


don't  talk  to  someone  who  specializes  in 
only  one  field  -  be  it  Group  Life,  Health, 
Disability  or  Pension/Profit  Sharing.  Talk  to 
The  Bankers  Life  because  every  one  of  our 
representatives  is  trained  in  all  aspects  of 
employee  benefits  so  they  have  the  per- 
spective needed  for  overall  planning  as  well 
as  expertise  in  each  particular  area. 

You'll  find  them  better  able  to  suggest  a 
comprehensive  program  that  will  fit  your 
budget  and  provide  a  combination  of 
benefits  that  will  be  well  received  by  your 
employees. 

To  leam  more  about  new  ideas  on  how  to 
keep  your  employee  benefit  costs  under 
control .  . .  and  your  employees  happy.  .  . 
mail  the  coupon  below  or  contact  your 
local  Group  Office  of  The  Bankers  Life. 


'Available  in  most  states  through  BLC  Insurance  Co.,  a  subsidiary  of  The  Bankers 
Life  of  Des  Moines. 


THE 
BANKERS 
LIFE 


BANKERS  LIFE  COMPANY   DES  MOINES,  IOWA  50307 


FB-63 


The  Bankers  Life,  Group  Sales 

Des  Moines,  Iowa  50307 

I'd  like  to  hear  about  new  alternatives  that  can  control  the 
cost  of  employee  benefits  programs. 

Name  

Title  

Company  

Address  

City  
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iTelep 
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Edited  by  John  A.  Conway 


Tracking  technology 

To  anyone  who  looked,  patent  litera- 
ture 15  years  ago  would  have  accu- 
rately foretold  the  rising  foreign  com- 
petition in  engine  technology  and,  10 
years  ago,  that  most  companies  with 
patents  in  fuel  control  were  also  for- 
eign. So  Richard  S.  Campbell  and 
Lawrence  Levinc,  a  research  team  at 
Battelle  Pacific  Northwest  Laborato- 
ries in  Richmond,  Wash.,  decided  to 
devise  a  method  to  try  to  turn  up 
clues  for  the  next  15  years  from  the 
files  of  the  U.S.  Patent  Office.  By 
studying  large  sets  of  related  patents 
(they  look  at  10  indicators  from  more 
than  40  variables  for  each  patent), 
they  say  they  can  detect  broad 
trends.  How  hot  is  a  given  technolo- 
gy? They  count  the  number  of  pat- 
ents issued  in  a  given  period,  how 
many  companies  are  getting  them, 
the  number  of  dropouts  and  number 
of  inventors  no  longer  active.  If  activ- 
ity is  increasing,  there  might  be 
promise  to  justify  costly  research, 
they  say,  but  a  dropoff  could  mean 
the  technology  is  obsolete  or  one 
firm  has  a  preemptive  position.  The 
team  claims  it  can  also  measure  how 
fast  a  technology  is  changing  as  well 
as  corporate  dominance  of  specific 
fields.  The  results,  they  say,  can  help 
companies  survive  in  an  increasingly 
competitive  environment. 

Ah,  those  back  taxes 

A  one-time  amnesty  for  individuals 
who  have  failed  to  file  tax  returns  is 
being  pushed  by  the  Chicago  Bar  As- 
sociation. By  allowing  nonfilers  to 
pay  up  the  estimated  $5  billion  in 
taxes,  interest  and  penalties  they  owe 
and  escape  criminal  prosecution,  say 
the  plan's  proponents,  the  govern- 
ment will  collect  more  money  than 
by  trying  to  put  all  the  offenders  in 
jail.  (Under  federal  law,  failure  to  file  a 
tax  return  is  a  misdemeanor  that  can 
get  you  up  to  a  year  in  prison  and  a 
fine  of  up  to  $25,000.)  M.  Bernard  Ai- 
dinoff,  chairman  of  the  American  Bar 
Association's  tax  section,  says  law- 
yers and  accountants  believe  that  the 
IRS  has  an  unofficial  amnesty  policy 
anyway.  But  so  far,  IRS  Commission- 
er Roscoe  Egger  is  opposed.  Egger  ad- 
mits amnesty  might  bring  nonfilers 
back  into  the  system,  but  he  fears 
some  of  the  former  recalcitrants 
might  default  on  the  payments,  while 
still  protected  by  immunity  from 
prosecution.  Also,  says  Egger,  honest 
taxpayers  might  resent  such  treat- 


ment of  nonfilers.  But  the  plan's  back- 
ers are  not  giving  up:  With  Congress 
scratching  for  ways  to  raise  funds 
without  raising  the  tax  bite,  the  idea 
may  be  one  whose  time  has  come. 

Pack  those  bags 

One  part  of  the  nation's  economy 
should  recover  vigorously  this  sum- 
mer: the  tourist  business.  That's  the 
word  from  the  U.S.  Travel  Data 
Center,  a  national,  nonprofit  informa- 
tion center  in  Washington,  D.C. 
Based  on  a  survey  of  6,000  people  na- 
tionwide, the  center  projects  a  12% 
increase  in  summer  vacation  travel 
this  year,  compared  with  a  9%  de- 
crease in  1982,  and  says  it  will  be  the 
best  year  since  1978.  Biggest  pickup, 
says  center  director  Douglas  Frecht- 
ling,  should  come  in  the  Northeast 
and  West.  Average  trips  also  will  be 
longer  and  farther  this  year  than  in 
1982 — about  880  miles  compared 
with  8 1 0  miles  last  year.  And  not  only 
does  domestic  travel  look  to  be  up, 
but  foreign  travel  by  Americans  as 
well:  The  Center  predicts  7%  more 
Americans  will  travel  outside  the 
U.S.  this  year  than  a  year  ago. 

Inflation  blues 

A  family  of  four  must  earn  over 
$24,000  this  year  to  equal  the  pur- 
chasing power  of  a  $10,000  income  in 
1970,  according  to  a  new  report  by  the 
New  York-based  Conference  Board. 
The  family  that  made  $15,000  in  1970 
now  needs  just  over  $37,000  to  have 
the  same  standard  of  living,  says  the 
board;  and  families  with  $25,000  in- 
comes back  then  must  now  make  al- 
most $62,400.  But  the  news  isn't  all 
bad:  The  average  family  income  has 
kept  pace  with  living  expenses,  going 
from  about  $10,000  in  1970  to  be- 
tween $25,000  and  $26,000  this  year, 
says  the  board. 

"At  will"  no  more? 

It  used  to  be  that  companies  could  fire 
noncontract  employees  for  as  little  as 
wearing  the  wrong  tie.  But  labor  law- 
yer Herbert  Burstein  of  New  York 
City's  Zelby  &  Burstein  says  that  may 
be  changing.  Last  year,  he  says,  hun- 
dreds of  middle  managers  around  the 
U.S.  who  had  been  fired  "at  will"  sued 
their  employers,  and  some  of  them 
won.  Hawaii's  supreme  court,  for  ex- 
ample, ruled  in  favor  of  a  former  Flag- 
ship International  Hotel  secretary 
fired,  the  company  said,  for  inability 


to  do  a  satisfactory  job.  She  charged 
she  was  dismissed  to  prevent  her  from 
testifying  in  any  antitrust  case.  In 
New  York  recently,  a  McGraw-Hill 
employee  sued,  and  won,  after  he  was 
dismissed  for  "lack  of  application." 
There  are  now  courts  in  20  states, 
says  Burstein,  that  hold  "public  poli- 
cy exceptions  to  the  common-law 
rule  that  any  employee  may  be  dis- 
missed at  will  at  any  time."  Courts  in 
13  states  view  employees'  handbooks 
and  manuals  like  contracts  that  bind 
the  employers,  he  says.  There  is  also 
legislation  pending  in  many  states 
that  may  require  employers  who  fire 
employees  at  will  to  show  just  cause, 
says  Burstein,  and  other  states  are 
considering  arbitration  for  such  cases. 

Selling  software 

Computer  software  is  one  of  the  hot- 
test products  of  the  electronic  age  (see 
p.  93),  but  until  now  it  has  been  mar- 
keted mostly  through  computer  and 
electronic  stores.  Mass  merchandis- 
ing, however,  may  be  a  more  effective 
sales  tool.  Bruce  &.  fames,  Program 
Publishers,  Inc.,  for  example,  has 
signed  on  Simon  &  Schuster  to  dis- 
tribute its  Wordvision  line  of  word- 
processing  programs  (for  IBM  personal 
computers)  through  bookstores  and 
mass  merchandise  outlets  as  well  as 
the  more  traditional  computer  stores. 
Simon  &  Schuster  hopes  to  draft  the 
likes  of  Sears,  K  mart  and  Penney.  "A 


Software  display  in  a  retail  store 
Now,  mass  marketing. 

founding  concept  on  which  we've 
based  the  Vision  line  is  that  bookstores 
provide  a  natural  but  largely  untapped 
retail  base  for  the  sale  of  personal 
computer  programs,"  says  Bruce  & 
[ames  President  Jim  Edlin.  Softsel 
Computer   Products   of  Inglewood, 
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Because  Syntrex  gives  you  "fault  tolerance"  so  your 
office  system  is  never  down.  They  don't. 

Syntrex  has  an  electronic  file  room  that  retrieves  any 
information  in  seconds  using  only  keywords.  They  don't. 

Syntrex  has  a  full  line  of  secretarial  and  management 
workstations  that  are  completely  compatible.  They  don't. 

Syntrex  has  an  intelligent  communications  controller 
that  supports  IBM  3270  SNA,  DEC  VT100  and  IBM  5251 
emulation  and  others.  They  don't. 

In  other  words,  people  pick  Syntrex  because  they 
don't  need  big  names,  they  need  big  ideas. 

For  more  information  call  1-800-526-2829  toll-free; 
In  NJ  (201)  542-1500.  Or  mail  the  coupon  today. 


Syntrex  can  do  all  that? 
No  wonder  it's  the  fastest 
growing  company  in  office 
automation.  Tell  me  more 
about  your  systems. 

□  Please  send  me  more  information. 


Syntrex  Incorporated 

246  Industrial  Way  West 
Eatontown,  NJ  07724 
(201)  542-1500 
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Company 
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FO-6203 
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SYNTREX 
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Calif,  is  also  taking  the  mass  mer- 
chandise route  to  distribute  personal 
computer  software.  The  firm,  which 
peddles  230  brands  of  computer  prod- 
ucts through  retail  outlets,  struck  a 
deal  with  Pickwick  Rack  Services  in 
January  to  sell  its  home  computer 
games  and  programs  from  racks  in 
mass  outlets,  and  some  are  already  in 
place  at  41  Broadway  department 
stores  in  Los  Angeles  and  at  K  mart 
stores. 


On  the  rocks 

Even  the  booze  market  has  not  been 
untouched  by  the  recession,  accord- 
ing to  a  new  report  by  Impact,  a  New 
York  industry  newsletter.  Last  year 
was  the  worst  on  record  in  recent 
years  for  the  U.S.  distilled  spirits  mar- 
ket, the  publication  says.  Shipments 
fell  4.5%  to  about  434  million  gallons 
(down  21  million  gallons  from  1981), 
putting  the  industry  at  pre- 1975  lev- 
els. Certain  subtypes  of  hard  liquor 
beverages — cordials  and  liqueurs  and 
rum — were  up  from  1981.  But  every 
major  category  of  distilled  spirits  had 
a  down  year.  Whiskey  shipments 
were  down  6.3%,  and  even  the  so- 
called  "white  goods" — gin,  rum,  vod- 
ka and  tequila — dropped  3.1%.  Bran- 
dy shipments  fell  by  7.3%  and  cock- 
tails and  mixed  drinks  were  off  8.7%. 
The  drop  was  partially,  but  not  entire- 
ly, due  to  the  economy,  says  an  Impact 
spokesman.  Hard  liquor,  after  all, 
costs  more  than  beer  and  wine.  But 
since  even  the  less  expensive  beer  was 
flat  last  year  and  wine  was  up  only 
1.8%,  one  factor,  he  says,  could  be  a 
growing  concern  about  health. 


Aftershocks 

The  takeover  war  that  Bendix 
waged — and  lost — with  Martin  Mar- 
ietta last  year  made  plenty  of  waves 
on  Wall  Street.  Now  the  repercus- 
sions continue,  this  time  on  Publish 
er's  Row.  The  story  of  the  battle  and 
its  chief  protagonists — among  them 
former  Bendix  CEO  William  Agee  and 
his  wife,  Mary  Cunningham — is  told 
in  a  new  book,  Three  I'll  is  One  Equals 
Billions,  by  former  Forbes  Associate 
Editor  Allan  Sloan.  Arbor  House,  a 
Hearst  company,  rushed  the  book 
into  print  last  month,  not  only  for  the 
usual  competitive  reasons  but  also  be- 
cause of  what  Vice  President  and  As- 
sociate Publisher  Eden  Collinsworth 
calls  a  "precarious  legal  situation." 
Says  Collinsworth:  "We  had  received 
a  torrential  flood  of  letters  from  Agee 
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ALLAN  SLOAN 


Sloan  's  hooh 

The  war  that  Bill  lost. 

and  Cunningham's  lawyer  threaten 
ing  us  with  a  libel  suit  and  advising  us 
that  they  would  exercise  their  various 
rights"  if  the  book  were  published. 
The  publisher  and  Sloan  had  two  law- 
yers review  the  book,  and  it  then  went 
directly  from  corrected  pages  into 
bound  books.  Arbor  House  wanted  to 
take  no  chances,  says  Collinsworth, 
either  of  having  unbound  galleys  fall 
into  unfriendly  hands,  or  of  the  book's 
publication  being  enjoined. 


They  want  to  work 

Despite  the  strains  of  career  and  kids, 
most  working  mothers  would  rather 
have  a  job  than  take  it  easy,  according 
to  a  survey  by  Working  Mother  of  over 
2,000  women,  most  of  whom  were 
aged  25  to  34.  The  poll  showed  that 
some  74%  ot  the  women  would  con- 
tinue to  work  even  if  they  did  not 
need  the  money.  More  than  85%  of 
them  make  less  than  $25,000  a  year  as 
nurses,  teachers,  secretaries,  techni- 
cians, administrators,  accountants 
and  computer  personnel.  Yet  some 
86%  described  their  work  as  interest- 
ing or  challenging,  and  less  than  10% 
said  they  would  give  up  their  jobs  if 
their  husbands  asked  them  to. 


The  end  of  the  line 

Within  a  decade  virtually  all  12,000 
cabooses  now  in  use  on  American 
railroads  will  have  disappeared  from 
the  scene.  It  may  be  the  end  of  a 
romantic  era,  but  the  railroads  esti- 
mate it  will  save  them  $400  million  a 
year.  "The  caboose  is  totally  superflu- 
ous," says  Chris  Knapton,  a  spokes- 
man for  the  Association  of  American 
Railroads.   The   reason:   Repairs  no 


longer  are  done  en  route  and  crewmen 
don't  need  to  sleep  in  the  caboose. 
Still,  some  railroad  workers  are  huff- 
ing and  puffing  about  the  phaseout 
(even  though  the  United  Transporta- 
tion Union  agreed  to  it).  Their  reac- 
tion, says  Knapton,  is  that  if  cabooses 
go,  workers  will  be  next.  But  "you 
can't  run  a  railroad  on  nostalgia,"  as 
Lloyd  Lewis,  a  Chessie  Systems 
spokesman,  puts  it.  But  the  cabooses 
aren't  likely  to  wind  up  in  junkyards. 
At  least  1,000  railroad  buffs  are  on  a 
waiting  list  to  buy  them  as  soon  as 
they  go  into  retirement. 


Corporate  angels 

Through  a  two-year-old  organization 
called  the  Corporate  Angel  Network, 
a  growing  number  of  companies  now 
donate  scats  on  their  private  jets  to 
send  cancer  victims  and  their  families 
for  treatment  around  the  U.S.  Pnscil- 
la  Blum  and  lay  Weinberg,  both  for- 
mer cancer  patients,  founded  CAN  in 
198  1 .  Now  based  in  hangar  F  at  West- 
chester County  airport  in  White 
Plains,  N.Y.,  the  Corporate  Angels 
have  attracted  the  participation  of  160 
business  firms  in  32  states,  including 
Norton  Simon,  RCA,  Xerox,  Bristol- 
Myers,  Weyerhaeuser  and  PepsiCo. 
They  are  helping  fill  a  big  need.  Costs 
for  cancer  treatment  are  astronomi- 
cal, but  most  people  have  insurance, 
points  out  Blum.  Transportation, 
however,  usually  is  not  covered. 
"That's  the  reason  this  is  so  wonder- 
ful," she  says. 

Rich  was  better 

Assuming  oil  prices  hold,  here  is  how 
OPEC  members  will  fare  in  1983. 
Overall,  the  sheikhs  and  their  part- 
ners will  run  a  current  account  deficit 
of  about  $40  billion,  compared  with 
an  $8.5  billion  red  figure  last/year  and 
a  $104  billion  surplus  in  1980,  accord- 
ing to  Chemical  Bank's  economic  re- 
searchers. Saudi  Arabia  will  run  the 
biggest  deficit  ($25  billion),  with  Iraq 
second  ($10.7  billion),  followed  by 
Indonesia  ($7.5  billion)  and  Nigeria 
($6.6  billion).  The  Ayatollah's  Iran 
will  show  an  improvement,  from  a 
$600  million  deficit  last  year  to  a  $1.3 
billion  surplus  in  1983.  Kuwait  is  also 
doing  nicely;  Chemical  projects  a 
$10.5  billion  current  account  surplus 
there.  Rising  natural  gas  sales  should 
help  Algeria.  The  end  result  adds  up 
to  cutbacks  in  exports.  OPEC  mem- 
bers can  fall  back  on  reserves  or  bor- 
row to  keep  importing,  but  sooner  or 
later  they  will  have  to  tighten  their 
purse  strings. 
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Shell  shocked? 
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For  Humpty  Dumpty— or  any 


And  puts  you  in  touch  with  the         Which  means  your  transactions 


investor— one  tumble  can  be  one  too   whole  world  of  investment  products    are  handled  quickly,  efficiently— and 


many.  and  services. 

But  you  can  keep  your  balance  in  To  help  you  reach  investment 
even  a  topsy-turvy  market  if  your       solutions  that  fit  your  objectives. 


without  red  tape. 

You  see,  Drexel  Burnham  Lambert 
is  a  big  international  investment 


investment  strategy  is  tailored  to  And  reflect  the  realities  of  today  's  banking  and  securities  firm,  but  not 

your  needs.  market.  too  big.  For  we  know  your  future 

We  can  help.                                  Every  Drexel  Burnham  Iiimbert  determines  our  fuUire 

Your  individual  Drexel  Burnham  account  executive  has  direct  access  Drexel  Burnham  Lambert. 

I^imbert  account  executive  gives  to  all  our  other  investment  profes- 

you  personalized  attention.  sionals. 


Give  us  a  call  and  we  ll  get 
cracking. 
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Follow-Through 


Sears'  Telling 
"A  healthy  merchant 


On  the  rebound 

Sears,  Roebuck  and  Co.  had  never 
really  recovered  from  a  series  of  mer- 
chandising missteps  of  the  early  Sev- 
enties when,  in  1980,  the  $30  billion 
(sales)  giant  reported  a  $7  million  re- 
tailing loss  in  the  first  quarter.  It  had 
lost  much  of  its  market  to  K  mart  and 
others,  and  retailing  was  falling  far 
behind  Sears'  highly  profitable  insur- 
ance operation,  Allstate  (Forbes,  July 
21,  19X0). 

But  Chairman  and  CEO  Edward 
Telling  had  a  plan:  He  wanted  to  build 
Sears  into  a  financial  services  giant 
before  his  retirement  (he's  now  64). 
Telling  reorganized 
Sears  into  a  holding 
company  and  bought  the 
Coldwell  Banker  real  es- 
tate group  and  broker 
Dean  Witter  Reynolds. 
Then  he  gave  merchan- 
dising CEO  Edward 
Brennan,  who  had  come 
through  Sears'  retailing 
ranks,  the  job  of  curing 
the  ailing  merchant 
business. 

Not  only  is  Telling's 
financial  services  strate- 
gy paying  off,  but,  he 
boasts,  "the  merchant  is 
healthy"  as  well — after  a  rigorous  re- 
construction by  Brennan  and  recent 
signs  of  life  in  consumer  spending. 
First-quarter  retailing  profits  re- 
bounded to  $16.2  million,  compared 
with  a  $23  million  loss  for  that  quar- 
ter last  year.  Overall,  Sears'  first-quar- 
ter net  jumped  more  than  130%  from 
the  corresponding  period  of  last  year, 
to  $165  million  from  $71  million. 

Of  course,  the  drop  in  interest  rates 
has  helped.  Sears  now  has  a  healthy 
profit  on  its  25  million  credit  ac- 
counts— and  more  than  half  its  $20 
billion  in  annual  retail  sales  are  made 
on  credit.  Sears  also  borrows  to  fi- 
nance receivables,  so  the  drop  in 
short-term  rates  has  reduced  internal 
costs  as  well.  Selling  costs  are  down, 
too.  First-quarter  retail  earnings  gains 
came  on  only  a  3%  increase  in  sales, 
to  $4.4  billion.  Pretax  retail  margins 
last  year  were  up  to  4.4%,  from  2.1% 
in  1980.  Telling's  company  wide  early 
retirement  program  has  cut  Sears' 
top-heavy  management,  too. 

If  Telling's  dream  is  the  Sears  of  the 
future,  Brennan's  is  the  Sears  store  of 
the  future,  a  classier-looking  store  a  la 
Lord  &  Taylor  or  Bloomingdale's.  He 
opened  the  prototype  in  April  in  a 
suburban  Chicago  shopping  mall.  Ten 


more,  all  with  financial  centers 
staffed  by  Coldwell  Banker  realty 
agents,  Dean  Witter  brokers  and  All- 
state insurance  agents,  will  open  in 
1983.  As  for  Sears'  traditional  lines, 
Brennan  spent  more  than  a  year  weed- 
ing out  those  with  the  least  potential. 
"We  said  we  won't  be  in  it  unless 
Sears  really  stands  for  something  in 
that  industry,"  he  says.  The  newly 
built  or  remodeled  stores  will  show- 
case the  surviving  traditional  Sears 
brands  (like  appliances),  as  well  as 
celebrity-licensed  lines  (like  Diane 
Von  Furstenberg  wallpaper  and  cloth- 
ing), which  are  everywhere  in  evi- 
dence at  the  new  Vernon  Hills  store. 

Meanwhile,  the  diver- 
sification continues. 
Providing  that  deregula- 
tion of  banking  contin- 
ues apace,  Telling  in- 
tends over  the  next  five 
years  to  "build  a  nation- 
wide deposit  base"  for 
Sears  by  acquiring  more 
thrift  institutions  (Sears 
already  owns  a  Califor- 
nia S&X,  acquired  more 
than  25  years  ago).  He 
has  his  eye  on  Illinois' 
second-largest  thrift,  the 
troubled  First  Federal 
Savings  &  Loan  Associ- 
ation of  Chicago.  On  the  internation- 
al front,  Sears  World  Trade,  Inc., 
formed  last  year  for  foreign  trading, 
recently  paired  with  First  Chicago 
Corp.  in  a  $35  million  joint  trading 
venture.  Sears  will  also  soon  begin 
selling  its  credit  billing  and  data  pro- 
cessing skills,  and  eventually  may 
clear  checks  for  banks. 

Still,  "merchandising  has  been,  is 
and  will  be  for  the  foreseeable  future 
our  keystone,"  Telling  irtsists.  Al- 
though retailing  last  year  contributed 
a  wan  $432  million,  or  less  than  half, 
to  pretax  corporate  profits,  while  All- 
state poured  in  $505  million,  Telling 
expects  the  trend  to  reverse  this  year 
as  the  consumer  economy  strength- 
ens— and  some  observers  agree.  Ana- 
lyst Stanley  Iverson  of  Chicago's  Duff 
&.  Phelps  says  retailing  could  contrib- 
ute $'1.64  of  the  $3  a  share  he  expects 
Sears  to  earn  this  year. 

The  Christmas  spirit 

Joseph  M.  Katz,  founder  and  chairman 
of  Pittsburgh's  Papercraft  Corp.,  is  the 
king  of  Christmas  wrapping  (Forbes, 
July  8,  1981),  but  it  bothered  him  that 
most  of  his  business  came  in  the  last 
quarter  of  the  year.  So  after  going  pub- 
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lie  in  1958,  Katz  began  acquiring — 
LePage's  Inc.  (pressure-sensitive  tapes 
and  adhesives);  Knomark  (Tintex 
dyes,  Esquire  shoe  polish,  Ty-D-bol 
toilet  bowl  cleaner,  household  goods); 
and  Barth  and  Dreyfuss  (decorated 
towels,  aprons  and  potholders). 

By  1980  the  gift  wrap  business  had 
dropped  to  20%  of  Papercraft's  $150 
million  sales,  and  a  full  30%  of  rev- 
enues were  coming  in  the  first  half. 
That  same  year,  though,  Papercraft 
acquired  American  Technical  Indus- 
tries, the  largest  U.S.  maker  of  artifi- 
cial Christmas  trees.  Back  went  the 
balance  of  sales  to  the  third  and  fourth 
quarters,  but  Joe  and  Marshall  Katz, 
the  company's  president  and  chief  ex- 
ecutive officer,  were  sure  ATI  would 
be  a  real  moneymaker. 

And  it  is.  Despite  the  recession,  Pa- 
percraft's earnings  grew  nearly  20%  a 
year  in  1981  and  1982,  to  $16  million 
last  year  on  $185  million  in  revenues, 
and  a  good  part  of  that  comes  from 
ATI,  which  now  has  about  40%  of  the 
domestic  artificial  Christmas  tree 
market.  The  stock  has  split  three 
times  in  the  last  three  years  (the  Katz 
family  still  holds  20%  of  it,  worth  $41 
million  at  recent  prices). 

So  the  fears  of  cyclicality  have  mod- 
erated. "Christmas  comes  every 
year,"  says  Marshall  Katz.  "It  is  not  a 
cyclical  business,  just  seasonal.  To  us, 
it's  the  same  as  companies  that  make 
products  like  suntan  lotion." 

Earnings  have  picked  up  elsewhere, 
too.  "LePage's  had  wonderful  growth 
in  1982,"  says  the  elder  Katz.  Con- 
sumers, he  says,  have  moved  to  lower- 
priced  items  as  the  recession  dragged 
on,  and  LePage's  and  its  private  label 
brands  are  cheaper  than  3M's  Scotch 
tape.  Gift  wrappings,  the  original 
business,  is  also  expanding  but  into 
non-Christmas  areas.  Papercraft  has 
landed  exclusive  licenses  for  wrap- 
pings with  the  Smurfs,  E.T.,  G.I.  Joe 
and  Woody  Woodpecker. 

To  grow  at  his  hoped-for  rate  of 
15%  a  year,  Katz  says,  he  can  generate 
about  10%  a  year  internally  and  5%  a 
year  from  acquisitions.  Papercraft  has 
bought  no  new  companies  since  1980, 
but  it  is  looking.  It  wants  consumer 
products  companies  with  sales  of  $50 
million  to  $100  million  a  year  in 
small  markets — up  to  $300  million  a 
year  at  manufacturer's  billings.  Paper- 
craft also  wants  products  sold  through 
supermarkets,  chain  drug  or  mass 
market  stores,  because  it  has  always 
done  best  in  filling  just  such  consum- 
er product  market  niches.  When  Joe 
Katz  retires  as  chairman  this  year  at 
age  69,  his  son  says  he  does  not  plan  to 
touch  the  winning  formula. 
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Readers  Say 


Schumpeter  was  right 

Sir:  You  and  Peter  Drucker  deserve  a 
public  service  prize  for  the  Keynes- 
Schumpeter  cover  story  (May  23X 
— David  B.  Stern 
Port  la  lid.  Ore. 

Sir:  The  best  presentation  on  eco- 
nomics I  ever  read. 

— C.F.  Dangelmajer 
New  York,  N.Y. 

Sir:  As  a  present  business  student  in 
graduate  school,  I  was  refreshed  to 
learn  of  some  "untapped  talent"  in 
the  area  of  economic  theory.  I  hope 
that  more  of  Schumpeter's  ideas  come 
to  light. 
— Bam  Mallin 
Dallas,  Tex. 

Sir:  This  article  was  too  short. 

—Jack'  Murphy 
Brooklyn,  N  Y. 

Sir:  'Tis  a  pity  Schumpeter  was  en- 
tirely ignored  in  my  college  econom- 
ics course  some  25  years  ago. 

— M.K.  Theodoratns 
Ft.  Collins,  Colo. 

Sir:  Keynes  and  Schumpeter  both  be- 
lieved that  capitalism  would  exhaust 
itself  in  stagnation.  Keynes,  like  all 
economists  before  him,  thought  this 
would  happen  for  economic  reasons 
(not  enough  new  investment  ideas). 
Schumpeter  believed  the  system  was 
all  right  but  would  destroy  itself  for 
political  and  cultural  reasons.  Their 
difference  from  our  day  is  that  mod- 
ern economists  don't  believe  in  secu- 
lar stagnation. 
— W.A.  Lewis, 

Professor  of  political  economy. 
Princeton  University 
Princeton,  N.J. 

Sir:  Milton  Friedman  likened  to 
Keynes?  One  might  as  well  equate 
chalk  and  cheese  on  the  grounds  that 
both  commence  with  ch. 

— A.J.  Daries 
Ridgefield,  Conn 

Friedman,  like  Keynes,  thinks  one  can 
manage  society'  by  manipulating  aggre- 
gates Schumpeter,  wiser,  understood  that 
men  are  not  so  easily  manipulated — Ed. 

Sir:  In  the  mid-Sixties,  in  Harvard's 
economics  department,  Schumpeter's 
theories  were  mainly  taught  to  practi- 
tioners from  underdeveloped  coun- 
tries, like  me,  while  Keynesian  eco- 


nomics was  supposed  to  be  meant  for 
the  American  and  European  graduate 
students. 

The  distinction  emphasizes  the 
point  made  by  Drucker- — innovation 
and  entrepreneurship  were  seen  as 
only  necessary  to  the  so-called  devel- 
oping countries. 
— Nirmala  Chen  ikupalh  > 
New  York,  N.Y. 


Appreciates  confidence 

Sir:  Re  "For  A  New  Fed  Chairman 
President  Reagan  couldn't  do  better 
than  Alan  Greenspan"  (Fact  and 
Comment,  May  23).  I  very  much  ap- 
preciate and  thank  you  for  your  vote 
of  confidence. 
— Alan  Greenspan 
New  York,  N.Y. 


Controlling  our  borders 

Sir:  Your  editorial  on  illegal  immigra- 
tion is  timely  (Fact  and  Comment,  May 
9).  We've  got  as  many  undocumented 
aliens  as  we  have  unemployed.  We've 
lost  control  of  our  borders. 
— Bradley  F.  Noipell 
Cleveland,  Ohio 

Sir:  Our  leaky  border?  Remember, 
Mexicanos  are  only  coming  home  to 
land  that  was  taken  away  from  them 
in  a  war. 

—WM  Buescher 
Pigeon  Forge,  Tout 

Sir:  You  do  not  understand  the  whole 
problem.  We  in  agriculture  have  a 
very  seasonal  need  for  hand  labor.  It  is 
no  longer  necessary  for  domestic  la- 
bor to  perform  these  tasks. The  typical 
illegal  worker  is  an  adult  male  who 
welcomes  the  seasonal  aspect  of  work 
that  allows  him  to  return  to  his  coun- 
try and  family  after  working  six 
months  out  of  the  year. 
— Gaiy  I  Miguel 
Pasco.  Wash. 


Still  needs  help 

Sir:  Your  article  on  public  television 
("Kicking  the  habit,"  May  9)  provides 
a  welcome,  if  wildly  optimistic,  run- 
down of  many  of  the  revenue-produc- 
ing efforts  that  PBS  is  undertaking. 
Massive  cuts  in  federal  funds  cannot 
readily  be  offset  by  public  television's 
other  income  sources. 
Every  outside  commission  that  has 


studied  public  television's  funding 
needs  has  made  it  clear  that  public 
television  cannot  survive  without 
taxpayer-supported  appropriations. 

— Lawrence  K.  Grossman 
President, 

Public  Broadcasting  Sen  ice 
Washington,  D  C 

Sir:  You  say  that  our  organization 
"bellyaches"  and  "cries  poor  mouth 
so  much  of  the  time."  The  over- 
whelming majority  of  personnel  in 
the  Public  Broadcasting  System  be- 
lieve the   decrease  in  government 
funding  and  increase  in  private  sup- 
port is  a  positive  step.  The  federal 
cutbacks  were  an  effective  sales  tool 
in  appealing  to  business  executives  in 
the  private  sector. 
—Man'  B.  Van  Dis 
Coiporate  Underwriting  Director, 
WGVOTV-.1S 
Grand  Rapids,  Mich 


Right  fund 

Sir:  The  name  of  the  mutual  fund 
(Feb.  28)  with  a  77.2%  change  in  net 
asset  value  for  the  period  6/30/82  to 
1/31/83  (assuming  reinvestment  of  all 
capital  gains)  is  Oppenheimer  Target 
Fund,  not  Oppenheimer  Trust. 
— Donald  W  Spiro 
President, 

Oppenheimer  Target  Fund,  Inc 
New  York,  N.Y. 


Inflatable  Forbes 

Sir:  Your  inflatable  chateau  was  pic- 
tured in  A-Vs  May  9  "Photo  Review." 

Have  you  ever  thought  of  an  inflat- 
able Malcolm  Forbes  that  would  scale 
the  Time-Life  Building? 
— Joe  Doherty 
New  York  Manager, 
Advertising  Age 
New  York,  N.Y. 
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Why  Pan  Am 

Is  first 
Across  The  Pacific. 


The  Most 
Destinations. 

Back  in  1936  Pan  Am 
was  the  first  and  only 
airline  flying  the  Pacific. 
!  And  no  other  airline 
I  has  caught  up  to 
j  us  yet.  We  have  more 
j  flights  daily  from 
i  more  cities  here  at 
i  home  to  more  cities 
|  across  the  Pacific.  All 
I  you  need  is  one  air- 
line, one  ticket,  one 
i  baggage  claim. 

Tokyo 

Osaka 

Hong  Kong 

Shanghai 
i  Beijing 

Singapore 

Manila 

Guam 

Sydney 

Melbourne 
1  Auckland 

Seoul* 
i  Taipei5 


The  Most  Nonstops. 


No  other  airline  can  beat  our  nonstops.  We've 
got  54  a  week  from  New  York,  San  Francisco, 
Los  Angeles  and  Honolulu.  And  daily  flights  from  33 
other  U.S.  cities. 


First  With  Space  Seats. 

No  other  airline  can  beat  our  fleet.  With  the  in- 
credible comfort  of  our  747's  and  747SP's.  In  our  First 
Class  Space  Seat  you  can  stretch  all  the  way  out.  And 
there's  more  than  enough  space  around  you  to  create 
-that  great  luxury,  privacy. 

The  business  traveler  enjoys  more  than  attentive 
treatment  in  Pan  Am's  Clipper®  Class.  There  are 
complimentary  drinks  and  headsets.  Room  to  think, 
room  to  work,  room  to  relax. 


Pan  Am 
WorldPass. 

The  Richest 
Frequent 
Traveler 
Program 

In  The 
World. 

No  other  airline  can 
beat  the  riches  of 
Pan  Am  WorldPass™ 
The  more  you  fly,  the 
more  upgrades  in 
class  of  service  and 
free  travel  you  receive. 
Fly  First  Class  and 
you're  credited  50% 
more  than  your  actual 
mileage.  Clipper  Class 
travel  earns  an  extra 
25%.  Which  brings 
you  much  closer  to  the 
ultimate  reward:  30 
days  of  unlimited  First 
Class  travel  for  two 
anywhere  in  the 
world  Pan  Am  flies** 

For  reservations  and 
information  call  your 
Travel  Agent,  Corpo- 
rate Travel  Depart- 
ment or  Pan  Am. 


Pan  Am.\bu  Cant  Beat  The  Experience: 


'Subject  to  governments'  approval.  ""International  destinations  subject  to  local  governments' 
approval.  Schedules  subject  to  change  without  notice. 


"When  Fm  not  on  a  horse, 
I'm  on  the  phone" 

-Larry  Mahan, 
Rodeo  Champion  &  ! 
Western  Wear  Designer 


IF  YOU'RE  ON 
THE  PHONE  A  LOT, 
THE  CALLING  CARD 

HELPS  A  LOT. 

"For  me,  the  rodeo  isn't  all  play.  It's  a  business 
that  keeps  me  on  the  go.  So  if  I'm  not  reaching  for 
the  reins,  I'm  reaching  for  the  phone.  That's  why  I 
use  the  Calling  Card  from  Bell.  It  really  comes  in 
handy  helping  me  stay  on  top  of  things. 

"Wherever  I  roam  away  from  home,  the 
Calling  Card  is  the  fastest,  easiest  and  cheapest 
way  to  make  most  calls.  There's  no  charge  for  the 
Calling  Card,  and  you  can  use  it  just  about  any- 
where. 

"Even  the  Wild  West." 

HOW  IT  WORKS: 

1.  You  get  your  own  private  Calling  Card  number. 

2.  You  won't  have  to  wait  anymore  while  an  operator 
verifies  your  billing  to  a  third  number  or  collect. 

3.  After  you  dial  your  call,  just  enter  your  Calling 
Card  number  if  you're  in  an  area  that's  automated- 
or,  if  not,  just  tell  it  to  the  operator. 


4.  When  you  have  many  calls  to  make,  you  can  do 
it  even  faster  now.  Just  one  extra  touch  charges 
each  call. 

5.  You'll  pay  less.  On  most  interstate  calls  you're 
charged  a  lower  rate  than  billing  them  to  a  third 
number,  calling  collect  or  even  using  coins. 

6.  You'll  get  all  your  Calling  Card  calls  itemized  on 
one  monthly  statement. 

HOW  TO  GET  YOURS: 

It's  as  simple  as  using  it.  To  order,  just  call  your 
local  Bell  business  office.  There's  no  charge  for 
the  Card.  You  can  get  Cards  for  other  family 
members,  too. 


Larry  Mahan 
Phoenix,  AZ 


Ca/fingCafd 


311  555  4742  1111 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


TAT  FOR  TIT 

China's  jailing  of  that  Hong  Kong  editor  as  an  American  spy  is  by  way  of 
tat  for  our  refusal  to  force  their  lady  tennis  champion  to  go  home  again. 

STUPID  TO  JUNK  THE  WHOLE  LOT 


The  pluses  of  the  current  oil  glut  are  great.  But  one  big 
minus  should  give  us  pause:  Too  many  of  the  incredibly 
expensive  projects  for  synfucls  arc  on  ice. 

Even  the  $14.8  billion  provided  by  Congress  to  the  U.S. 
Synthetic  Fuels  Corp.  for  synfucls  projects  is  not  enough  to 
keep  most  of  the  giant  private  enterprises  pouring  their 
own  huge  sums  into  the  completion  of  the  joint  projects. 

The  drop  in  oil  price,  and  the  prospect  of  oil  and  natural 
gas  aplenty  for  some  while,  make  the  cost  of  synfucls  from 
such  plants  too  high.  So  the  synfucl  plant  erections  may 
well  end  up  as  rusting  monuments  to  a  mighty  powerful 
intention. 


What  the  Synthetic  Fuels  Corp.  should  now  do  is  seek 
permission  to  concentrate  all  its  dough  on  the  comple- 
tion and  operation  of  at  least  one  sizable  project  selected 
as  Most  Likely  to  Succeed.  Perhaps  as  many  as  two 
scientists  could  be  found  who  are  willing  to  agree  on  a 
choice.  If  they  can't,  there  must  be  a  commonsensical 
member  of  the  Synthetic  Fuels  Corp.,  the  Cabinet  or  the 
Administration  who  can  plunk  for  putting  into  produc- 
tion one  big  scheme. 

That  way,  anyway,  we'll  salvage  something  instead  of 
having  to  begin  the  process  all  over  again  if  somewhere 
down  the  road  wc  have  to  cross  an  energy  chasm  again. 


THE  BEST  POSSIBLE  THING  BLACKS  COULD  DO  FOR  REAGAN 

is  to  field  a  black  presidential  candidate  next  year,  as  the  Reverend  Jesse  Jackson  threatens  to  do. 

MOND ALE'S  GOT  IT  BUTTONED  UP— A  YEAR  TOO  EARLY 


Mondalc's  so  far  out  in  front  for  the  Democratic  presi- 
dential nomination  that  he's  a  shoo-in.  Only  he  can  stop 
himself  by,  say,  crying  on  a  courthouse  step  a  la  Senator 
Muskie,  or  admitting  to  having  been  brainwashed  a  la 
Michigan  Governor  George  Romney.  Senator  Glenn's  too 
late  in  organizing,  and  what  he's  put  together  isn't.  Be- 
sides, the  Ohio  Senator's  the  most  uncharismatic  speaker 
of  the  lot.  The  other  candidates?  They're  in  the  "Who?" 
category. 

So  goes  the  current  conventional  wisdom. 
But  I  sorely  fear  that  while  Mondalc's  way  ahead  this 
year,  by  next  he'll  be  nixed. 


For  those  of  us  convinced  that  President  Reagan's  reelec- 
tion is  key  to  the  economy's  continued  recovery,  the 
prospect  of  Mondale  as  the  Democratic  opponent  is  most 
appealing.  His  reiterative  one-note  replay  of  tired  and 
irrelevant  1930s  New  Deal  tunes  simply  isn't  attuned  to 
our  times.  These  days  people,  young,  old  and  in  the 
middle,  are  mostly  fed  up  feeding  ever  more  feds  in  the 
bureaucracy,  gagging  on  ever  more  governmental  red  tape. 
Such  silly  stuff  as  these  phrases  stud  his  stumping  re- 
marks: Reagan  has  "turned  his  back  on  the  country,  its 
children,  its  future."  "The  President  slapped  the  National 
Commission  on  Excellence  in  Education  in  the  face."  "A 


FORBES,  JUNE  20,  1983 


17 


deep  feeling  in  this  President  .  .  .  that  only  the  whip 
works." 

The  mold  on  Mondale's  thinking  is  understandable 
when  you  read  the  views  of  his  economic  guru,  Harvard 
professor  Robert  Reich,  summed  up  in  this  recent  Busi- 
ness Week  review  of  Reich's  newly  published  volume,  The 
Next  American  Frontier. 

Our  current  economic  system— which  Reich  complains  is 
driven  by  "greed  and  fear" — is,  to  him,  far  less  likely  to 
provide  lasting  prosperity  than  would  a  setting  of  "social 
justice"  in  which  burdens  and  benefits  are  distributed 
"equitably."  If  "civic  virtue"  can  somehow  supplant 
endemic  cynicism,  he  says,  Americans  would  be  more 
willing  to  "innovate,  cooperate,  and  adapt  together,"  di- 
recting their  rivalries  against  foreign  competitors  instead 
of  each  other.  Although  the  author  seems  not  to  notice, 
that  ideal  is  redolent  of  the  Soviet  Union's  evidently  im- 


possible dream  of  creating  a   "new   socialist  man." 

In  his  ideal  company,  the  salaries  of  top  management 
would  not  be  "vastly  different"  from  those  at  the  lowest 
levels,  layoffs  would  be  quite  unlikely  and  decisions  on  such 
matters  as  pay,  benefits,  training  and  even  on  "new  invest- 
ment in  research,  plant  and  machinery"  would  be  matters  of 
negotiation.  If  success  happens  to  benefit  shareholders  of 
such  companies,  so  be  it,  but  "one  of  their  central  missions 
is  to  enhance  the  lives  of  their  employees." 

But  the  thought  that  dedicated  workers  might  bungle  a 
company's  affairs  as  badly  as  any  coldly  professional  man- 
agement is  absent  from  the  book,  as  is  any  sense  of  Reich's 
having  ever  been  in  a  factory.  Footnotes  are  not  much  of  a 
substitute  for  firsthand  observation. 

Senator  Glenn  would  be  a  far  more  formidable  opponent 
for  President  Reagan.  I  much  fear  that,  come  convention 
time,  the  delegates  at  the  Democratic  convention  will 
realize  that. 


"I  TAKE  THE  SAME  CHILDLIKE  DELIGHT 


in  a  new  honorary  degree  that  an  Indian 
takes  in  a  new  scalp  and  I  take  no  more 
pains  to  conceal  my  joy  than  an  Indian 
does,"  said  Mark  Twain. 

Among  inanimate  things,  I,  too,  find  such 
bestowed  pieces  of  parchment  a  source  of 
unmitigated  happiness.  When  offered  one,  I 
accept  with  indecent  haste,  using  the  phone 
instead  of  the  mails  in  case  the  college 
should  have  second  thoughts  while  the  let- 
ter lingers  en  route. 

H.L.  Mencken  observed,  "No  decent  man 
would  accept  a  degree  he  hadn't  earned.  Honorary  degrees 
are  for  corporation  presidents,  bishops,  real  estate  agents, 
presidents  of  the  United  States  and  other  such  riffraff."  As 
a  most  happy  riffraffer,  I  couldn't  care  less  if  the  Degree's 
in  Latin — a  view  not  shared  by  Millard  Fillmore.  He  de- 
clined an  honorary  degree  from  Oxford  University  during  a 
visit  to  England  in  1855:  "No  man  should  in  my  judgment 
accept  a  degree  he  cannot  read." 

HERE  TODAY,  AND  IT 

Can  you  think  of  any  newspaper  anywhere, 
anytime,  that  from  birth  has  enjoyed  such 
phenomenal,  near-instant  circulation  success 
as  has  USA  TODAY? 

Imagine,  a  national  daily  newspaper  that 
within  months  has  achieved  a  paid  daily  cir- 
culation of  1,100,000 — and  climbing  with  each  new 
market  it  opens. 

When  Gannett  CEO  Al  Neuharth  first  got  started  on 
this  project,  I  was  among  the  multitudes  who 
thought  there  was  no  way  it  could  succeed.  With 
the  Wall  Street  Journal  for  business  news  and 
such  national-impacting  newspapers  as  the  New  York 
Times,  Washington  Post  and  L.A.  Times,  plus  the  dailies 
that  dominate  every  city  of  consequence  in  the  country, 
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"We  find  you  acceptable,  sir. 
You'll  be  issued  a  halo,  a  set  of 
wings,  and  an  honorary  doctorate 
in  the  subject  of  vour  choice." 


I  would  be  bothered  only  slightly  if  the 
whole  audience  boycotted  my  hooding— 
which  John  Quincy  Adams  did  when  Har- 
vard conferred  an  honorary  degree  on  Presi- 
dent Andrew  Jackson.  "Harvard  disgraces 
itself  by  conferring  highest  literary  honors 
upon  a  barbarian  who  could  not  write  a 
sentence  of  grammar  and  could  scarcely 
spell  his  own  name,"  said  Adams. 

Though  unapt  to  be  offered  a  divinity 
degree,  I  wouldn't  react  as  did  a  fellow  Scot 
who  refused  it  because  he  felt  the  proffering 
institution  was  "not  qualified  to  judge  my  divinity." 

Many  of  us  gleefully  share  in  what  Thomas  Carlyle  once 
described  as  the  "peculiar  ambition  of  Americans  to  hob- 
ble down  to  posterity  on  crutches  of  capital  letters."  We 
deplore  the  humorist  who  suggested  that  the  University  of 
Kentucky  should  award  an  honorary  degree  to  the  four- 
legged  winner  of  the  Derby  because  "for  a  change  it  would 
be  great  to  give  a  degree  to  the  whole  horse." 

WILL  BE  TOMORROW 

who'd  have  time  or  desire  for  USA  TODAY? 
How  wrong  (again)  can  one  be?!? 
The  extraordinary  and  profuse  use  of  color  by 
the  staff  of  this  new  daily  is  jolting  a  new 
awareness  of  graphics'  importance  in  hundreds 
of  editorial  offices  and  news-printing  plants.  Its 
colorful,  detailed  presentation  of  weather  in  map  and 
word  has  magnetic,  countrywide  appeal.  Its  sports 
section  is  winning  coast-to-coast  kudos. 

USA  TODAY  has  captured  a  major  segment  of 
the  higher-income  itinerants  who  are  constant- 
ly winging  it.  And  stayputters  by  mounting 
hundreds  of  thousands  put  their  25  cents  into  USA  TO- 
DAY'S attractive  corner  dispensers. 
Except  for  Al  Neuharth,  who'd  have  thought  it? 
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A  HAPPY  SIDELIGHT  TO  OUR  PAKISTANI  SAFARI 


The  tale  of  our  recent 
motorcycle  /  balloon  trip 
through  Pakistan,  at  the  in- 
vitation of  President  Zia,  is 
told  by  that  eminent  jour- 
nalist Cliff  May,  beginning 
on  page  110. 

Except  for  the  small  seg- 
ment of  its  borders  with 
China,  Pakistan  has  tense 
relations  with  its  neigh- 
bors: Iran,  with  its  unpre- 
dictably fanatic  Khomeini, 
and  Russian-occupied  Af- 


Pakistan 's  independence  monument,  Minar — and  balloon  replica 


At  the  conclusion  of  our 
trip,  which  had  widespread 
media  coverage,  the  follow- 
ing telegram  was  received 
by  President  Zia:  "Balloon- 
ing club  of  India  offers  con- 
gratulations to  you  for  start 
of  ballooning  in  Pakistan 
stop.  Good  beginning  for 
the  celebration  of  the  bi- 
centenary of  man's  first 
flight  in  balloon  stop.  We 
offer  cooperation  to  Paki- 
stan balloon  pilots  to  fur- 


ghanistan  along  Pakistan's  western  frontiers. 

And  finally,  India,  with  whom  the  Pakistani  have  thrice 
warred,  including  the  bloodshed  that  accompanied  this 
Moslem  country's  independence  from  India's  huge  Hindu 
populace.  The  monument  memorializing  Pakistan's  inde- 
pendence is  the  Minar,  and  one  of  the  two  balloons  we 
flew  there  is  a  spectacular,  full-scale  replica  of  it. 

OCCASIONS 

are  important  only  if  you  make  'em  so. 


ther  this  exciting  sport  in  Asia  stop.  Best  wishes  to  the 
American  balloonists  now  flying  special  Minar-shaped 
balloon  in  Karachi,  [signed]  Vishwa  Bandhu  Gupta,  Bal- 
looning Club  of  India,  Safdarjung  Airport,  New  Delhi." 

It's  heartening  that  such  a  happy  thing  as  a  balloon  is 
contributing  a  wee  bit  to  bridging  the  deep  gap  between 
these  two  bitterly  divided  neighbors. 

IF  YOU  LIVE  LIFE  FEARFULLY 

you'll  die  many  times  before  the  finals. 


BOOKS 


#  A  Few  Minutes  with  Andy 
Rooney — by  Andrew  A.  Rooney 
(Atheneum,  $12.95).  This  has  al- 
ready been  joined  on  the  bestseller 
list  by  the  sequel,  And  More  By 
Andy  Rooney.  If  we're  lucky,  I  hope 
in  the  years  ahead  there  will  be  ever 
more  of  Andy  Rooney.  We  can't 
have  enough  of  his  pithy  pinnings  of 
our  multiple  follies.  Andy  wreaks  havoc  on  much  of  the 
foolishness  that  only  such  wit  can  wilt. 

Excerpts:  Women's  clothes  are  always  "versatile."  An 
evening  gown  converts  into  a  sleeping  bag  or  a  poncho 
or  maybe  a  mountain-climbing  ensemble.  .  .  .  They're 
\  always  inventing  new  names  for  colors:  "cranberry," 
"nutmeg,"  "sea  foam,"  "celery,"  "cinnamon," 
["taupe" — whatever  taupe  is — "stone,"  "brick."  You 
\ know:  fine,  but  what  color  is  it!  .  .  .  It  seems  to  me 
rwe're  mixed  up  about  the  way  we  designate  the  size  of 
l  things.  Clothes  sizes  are  the  worst  ones  of  all.  I  wear  a 
[size  8V2  shoe  but  I  wear  a  size  11  sock.  Does  this  make 
Isense!  On  the  same  foot!  Why  do  I  wear  a  size  7V2  hat 
mat  a  size  I6V2  shirt  collar!  Doesn't  that  sound  as 
\though  I  could  put  my  shirt  on  over  my  hat  with  collar 
\buttoned!  Why  is  the  average  suit  size  for  a  man  a  40 
land  the  average  dress  size  for  a  woman  a  12!  We're  not 
ithat  much  bigger. 


LivingLoving 
&Learnii'g 


9  Living,  Loving  &  Learning — by 

Leo  Buscaglia,  Ph.D.,  edited  by  Ste- 
ven Short  (Charles  B.  Slack,  Inc., 
$13.50).  The  3  Rs  have  nothing  like 
the  appeal  of  Leo  Buscaglia's  3  Ls. 
Since  we  all  want  to  do  more  of  all 
three,  this  happy  How  To  is  a  best- 
seller— though  his  followers  are 
likely  to  be  as  faithful  as  those  mo- 
mentarily addicted  to  diet  and  exercise  books. 
Excerpts:  Not  very  many  of  us  are  really,  in  the  real  sense 
of  the  word,  alive  and  living  fully.  As  long  as  you  leave 
your  life  in  the  hands  of  others,  you'll  never  live.  You 
have  to  take  the  responsibility  for  choosing  and  defining 
your  own  life.  .  .  .  If  you  want  pain,  just  go  around  with 
expectations.  People  are  not  here  to  meet  your  expecta- 
tions. .  .  .  Our  parents  have  taught  us  how  to  love.  They 
are  our  first  teachers,  but  they  aren't  always  the  best 
teachers.  We  may  expect  our  parents  to  be  perfect.  Chil- 
dren always  grow  up  expecting  their  parents  to  be  per- 
fect and  then  are  very  disappointed  and  disillusioned 
and  really  angered  when  they  find  out  that  these  poor 
human  beings  are  not.  Maybe  the  point  of  arriving  at 
adulthood  is  facing  these  two  people,  this  man  and  this 
woman,  and  seeing  them  as  ordinary  human  beings  like 
ourselves,  with  hangups,  with  misconceptions,  with  ten- 
derness, with  ioy,  with  sorrow,  and  with  tears,  accepting 
that  they  are  just  human  beings. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Everything's  Relative 

Our  economic  problems  could  be 
worse.  We  could  have  Europe's.  Since 
the  mid-1970s,  no  major  European 
country  merits  American  envy.  Total 
employment  in  Europe  is  now  less 
than  in  1970,  while  U.S.  employment 
is  20  million  higher.  European  jobless 
rates  have  generally  risen  more  than 
American,  and  inflation,  though 
down,  has  not  subsided  as  rapidly. 

— Robert  J.  Samuelson, 
National  Journal 

Weight  Watcher 

When  business  accepts  help  from 
government,  it  can  be  like  going  to 
bed  with  a  hippopotamus.  It's  warm 
and  nice  for  a  moment,  but  then  your 
bedmate  rolls  over  and  crushes  you. 
— Donald  Rumsfeld,  former  Defense 
Secretary,  now  CEO  of  G.D.  Searle 
&  Co.,  U.S.  News  &)  World  Report 

Tapping  the  Top  Man 

It's  interesting,  but  not  surprising, 
that  Mr.  Kissinger  wasn't  brought  in 
more  by  his  own  party  under  Mr.  Rea- 
gan. He  is  consulted  occasionally,  but 
they  want  him  on  tap  and  not  on  top. 

He  has  a  sense  of  history  and  a 
sense  of  humor,  often  at  other  peo- 
ple's expense,  and  he  doesn't  suffer 
fools  gladly,  a  grave  weakness  in  a 
capital  that  has  so  many  of  them. 


In  short,  Mr.  Kissinger's  too'  hot  to 
handle,  even  at  60.  But  as  somebody 
once  said,  Henry  is  the  only  Secretary 
of  State  two  Presidents  have  served 
under.  Maybe  it  was  Henry  who  said 
that,  which  may  help  explain  the 
mystery. 

— columnist  James  Reston 

Commencement  News 

College  graduates  going  out  this 
spring  to  face  the  cruel  world  will  not 
be  much  cheered  by  a  report  from  a 
Nuclear  Regulatory  Commission  pan- 
el. The  panel,  set  up  to  study  the 
qualifications  needed  to  operate  a  nu- 
clear power  plant,  decided  that  requir- 
ing a  college  degree  for  technicians 
might  actually  worsen  performance. 
Following  the  rule  book,  not  think- 
ing, is  the  prime  requirement.  The 
only  thing  to  be  said  for  hiring  college 
grads,  the  report  said,  was  that  it 
might  reassure  the  public. 

— Wall  Street  fournal 

This  Is  Judgment? 

If  you're  angry  with  lenient  judges, 
D.A.  Robert  Morgenthau  is  on  your 
side.  A  man  who  manages  walk-ups  in 
the  East  80s  tricked  the  elderly  and 
unsophisticated  into  excessive  rents 
as  "sublessees."  He  victimized  the 
poor  by  evicting  them  forcibly.  His 
method?  Fear.  Threats  against  their 


lives;  threats  of  robbery,  burglary, 
property  damage.  He  was  indicted  on 
a  series  of  felony  counts.  He  pleaded 
guilty  to  defraud,  in  the  first  degree; 
guilty  to  the  crime  of  coercion,  in  the 
first  degree.  Each  charge  carried  a  four- 
year  sentence. 

Manhattan  Supreme  Court  Justice 
Milton  Williams  recently  let  the 
creep  go  free.  On  probation.  The  sole 
punishment  was  that  henceforth  he 
must  sin  no  more. 

— Cindy  Adams,  New  York  Post 


Dying  is  a  very  dull,  dreary 
affair  and  my  advice  to  you 
is  to  have  nothing  to  do 
with  it. 

— Somerset  Maugham 


MX  Is  the  Problem 

The  MX  attempts  three  things  I 
don't  believe  can  be  done  at  once.  It's, 
supposed  to  be  powerful  enough  to> 
constitute  a  knockout  threat  to  Soviet: 
missiles,  be  invulnerable  to  a  Soviet 
knockout  and  be  land-based.  At  95- 
tons,  it's  too  big,  too  hard  to  move, 
almost  impossible  to  hide  and  a  valu- 
able and  tempting  target. 

If  the  MX  were  studied  carefully,  it! 
would  emerge  that  we  cannot  have  it! 
in  a  properly  survivable  mode,  nor  doj 
we  need  it. 

— McGeorge  Bundy,  former 
national  security  adviser, 
New  York  Times, 

Face  Lift 

The  other  night  I  had  dinner  [at  Lai 
Grenouille]  with  two  friends,  bothj 
men,  one  a  designer,  the  other  an  ar- 
chitect. The  designer  said:  "Nowa- 
days it's  fashionable  to  be  homely.  At 
least  in  Hollywood.  Consider  the 
men.  Dustin  Hoffman,  Al  Pacino, 
Robert  de  Niro,  Richard  Dreyfuss, 
Richard  Benjamin — " 

At  this  point  Kirk  Douglas  passedi 
our  table  on  his  way  to  the  men's< 
room.  He  looked  remarkably  well — 
his  skin  clear  and  smooth,  his  chin 
line  clear  and  taut.  The  architect  re-i 
marjced:  "Anyway,  some  of  the  older 
stars  know  how  to  take  care  of  them- 
selves." Which  prompted  the  designer 
to  ask  me:  "When  did  you  have  youij 
face  lifted?" 

"Two  years  ago."  The  designer  then 
asked:  "Was  it  painful?" 

"Not  at  all.  At  first  your  face  feels  a 
bit  stiff.  A  little  like  a  mask.  But  that 
goes  away  within  a  week  or  two." 

— Truman  Capote,  Esquire] 
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Over  10,000  drinkers  compared  Imported 
Windsor  Canadian  to  Seagram's  VO.  in  informal 
bar  tests  in  selected  markets.  The  majority  chose 
the  mild,  smooth  taste  of  Windsor  over  V.O.— 
57%  to 43%. 

If  you're  a  Windsor  drinker,  that  will 
come  as  no  surprise.  But  if  you're  not,  try  the 
taste  of  Windsor  and  find  out  for  yourself  why 
it's  the  Canadian  that  stands  alone. 

You  can't  beat  the  taste  of  Windsor.  And 
you  certainly  can't  beat  the  price. 


WINDSOR^ 

ONE  CANADIAN  STANDS  ALONE 


IMPORT^ 


CANADIAN  WHISKY-A  BLEND  •  80  PROOF  •  IMPORTED  AND  BOTTLED  BY  THE  WINDSOR  DISTILLERY  COMPANY,  NEW  YORK,  N  Y.©1983  NATIONAL  DISTILLERS  PRODUCTS  CO 
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We  deliver 
the  goods  for 
Roger  Horchow 

DHL/1  Worldwide  Courier  Express,  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


Knowing  exactly  what  America's 
most  demanding  and  discriminating 
mail-order  shoppers  will  buy  is  a 
rare  talent.  One  that  has  made  the 
Horchow  Collection  the  most 
successful  catalogue  enterprise  of 
its  kind  in  American  marketing. 

And  knowing  what  demanding 
clients-  like  Roger  Horchow  want 
has  made  DHL  the  number  one  air 
courier  worldwide. 

For  overnight  delivery  virtually 
anywhere  in  the  U.S.  of  merchan- 
dise samples,  contracts,  and  other 
time-critical  material  vital  to  the 


smooth  operation  of  a  multi- 
million-dollar mail-order  com- 
pany, "DHL  is  the  next  best  thing 
to  taking  it  there  yourself,"  says 
Roger  Horchow. 


30,000  locations. 
More  on-time  deliveries  to  more 
places  around  the  world  than  any 
other  express  courier. 
Servicing  97%  of  the"Fortune500." 
DHL's  state-of-the-art  delivery 
system  encompasses  727s,  Learjets, 
helicopters  and  fleets  of  trucks  to 
speed  things  on  their  way. 

As  Roger  Horchow  says,  "They 
know  how  to  deliver  the  goods." 

For  information, 
call  your  local  office 
of  DHL  Worldwide 
Courier  Express. 
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NEXT BEST  TH/NG  TO  TAKING  /T  THERE  YOURSELF 


c  1983  DHL  Airways  Inc 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


STICK  TO  YOUR  GUNS,  MR.  PRESIDENT! 


In  the  name  of  reducing  future  budget  deficits,  congres- 
sional Democrats  and  a  number  of  Republicans  want  to 
scrap  indexing  the  tax  code,  which  takes  effect  in  1985. 
President  Reagan  will  be  making  a  grave  mistake  if  he 
caves  in  to  this  pressure. 

The  arguments  against  indexing  just  don't  hold  up. 
Many  confuse  it  with  indexing  of  wages  or  Social  Security 
benefits.  This  comparison  is  mistaken. 

Inflation  gives  the  government  windfall  revenues  be- 
cause, under  our  tax  code,  additional  income  is  taxed  at 
progressively  higher  rates.  A  10%  increase  in  wages  trans- 
lates into  a  16%  increase  in  federal  taxes.  Economists  call 
this  phenomenon  "bracket  creep." 

During  the  1970s,  individual  income  taxes  rose  substan- 
tially, thanks  to  bracket  creep,  even  though  Congress 
never  raised  tax  rates. 

Indexing  means  that  Uncle  Sam's  tax  receipts  won't  rise 

NONSENSE 

Congress  is  considering  legislation  to  bar  sex  distinc- 
tions in  the  setting  of  insurance  rates  and  benefits.  The 
bill,  introduced  by  Senator  Robert  Packwood  and  Repre- 
sentative John  Dingell  and  labeled  the  Fair  Insurance  Prac- 
tices Act,  is  being  pushed  by  feminist  groups,  which  argue 
that  sex  discrimination  in  insurance  premiums  and  bene- 
fits is  unjust.  Actually,  the  proposed  "unisex"  law  is  a 
prime  example  of  good  intentions  that  will  lead  to  some 
unintentionally  bad  results. 

It  is  true  that  women  pay  more  for  annuities  with  a 
given  level  of  benefits  because  they  live  longer  than  men. 
For  the  same  reason,  their  benefits  are  lower  than  those  of 
men  in  so-called  contributory  pension  funds  (that  is,  funds 
where  employees  make  contributions;  noncontributory 
plans  are  funded  entirely  by  the  employer  and  their  bene- 
fits are  equal  for  both  sexes). 

On  the  other  hand,  women,  especially  those  who  are 
single  and  between  the  ages  of  17  and  25,  pay  significantly 
less  for  auto  insurance.  The  premiums  for  life  insurance 
for  most  women  are  also  lower. 

The  legislation  Congress  is  now  considering  would  cost 


faster  than  inflation,  which  helps  explain  why  it  is  so 
unpopular  with  so  many  politicos. 

Indexing  is  fair.  Bracket  creep  hits  lower-  and  middle- 
income  taxpayers  far  harder  than  the  rich  because  the  tax 
brackets  are  narrower  at  the  lower-income  levels.  In  an 
inflationary  environment,  a  person  earning  $10,000  would 
see  his  federal  tax  burden  rising,  proportionately,  4  times 
faster  than  someone  earning  $100,000. 

Repeal  of  indexing  would  reduce  deficits  only  if  infla- 
tion takes  off  again.  Ic  says  something  about  Congress' 
inability  to  control  spending  that  the  only  times  in  the 
past  15  years  we  have  had  balanced  or  near-balanced 
budgets  was  when  inflation  was  roaring. 

Does  it  make  sense  to  give  politicians  a  revenue  windfall 
for  fanning  inflation?  Does  it  help  the  economy  to  raise 
disproportionately  the  tax  burden  on  middle-  and  lower- 
income  earners? 

ON  UNISEX 

the  fairer  sex  an  additional  $700  million  a  year  in  auto 
premiums  and  more  than  $360  million  per  annum  for  life 
insurance  payments.  Single  working  women  with  children 
would  be  hit  especially  hard.  On  the  whole,  women  would 
pay  more  for  their  insurance  needs  over  their  lifetimes. 

This  bill  would  also  require  that  existing  pension  plans 
"top  up"  payments.  If  a  plan  was  paying  men  $400  a 
month  and  women,  say,  $350  a  month  (remember  women, 
on  average,  live  five  years  longer  than  men  do),  the  fe- 
males' pension  payments  would  be  upped  to  $400. 

Topping  lip  wouldn't  influence  most  corporate  plans 
because  they  are  noncontributory,  and  thus  their  pay- 
ments are  nondiscriminatory,  but  it  would  sizably  impact 
plans  of  states  and  cities,  which  are  contributory.  The 
Packwood-Dingell  bill  would  cost  these  funds  more  than 
$1  billion  a  year. 

Packwood-Dingell  would  mean,  in  addition,  rewriting 
millions  of  existing  individual  insurance  policies,  which 
would  be  chaotic  and  costly. 

Congress  should  kill  this  well-meaning,  but  misbegot- 
ten, legislation  altogether. 
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Three  high-yielding 
breeds  of  CDs. 


CD  Participations.  Merrill  Lynch  pioneered  these  participations 
in  jumbo  CDs.  Fixed-rate  CDPs  pay  higher  than  commercial 
bank  money  market  certificates;  variable-rate  CDPs  float  above 
Donoghue's  Money  Fund  Average.™ 


Medium-  and  long-term  CDs.  Locked-in  interest  rates,  the 
safety  of  FDIC  or  FSLIC  insurance,  and  semiannual  interest 
payments  make  these  CDs  ideal  for  savings.  Maturities  range  from 
2V2  to  10  years. 


Zero  Coupon  CDs.  Ideal  investments  for  IRA,  Keogh  and  other 
tax-advantaged  accounts.  At  maturity  you  receive  a  lump-sum 
payment  of  two,  three  or  four  times  your  investment. 


Merrill  Lynch  is  the  place  to  shop  if 
you're  interested  in  CDs  or  CD  Participa 
tions.  Our  programs  include  as  complete  a 
range  as  you  can  find  anywhere,  with  ma 
Unities  from  six  months  to  14  years. 

These  Certificates  of  Deposit  and  CD 
Participations  are  covered  by  the  same 
FDIC  or  FSLIC  insurance  (up  to 
$100,000)  available  at  a  bank. 

But  when  you  buy  through  Merrill 
Lynch,  you  get  an  added  advantage:  access 
to  the  largest  secondary  market  for  CDs  in 
the  industry. 

If  you  need  your  money  prior  to 
maturity,  you  can  sell  your  CD  or  CD 
Participation  at  the  prevailing  market  price, 
and  avoid  the  substantial  interest  penalty 
typically  associated  with  early  redemption 
at  a  bank. 

While  not  obligated  to  do  so,  Merrill 
Lynch  has  maintained  and  fully  intends 
to  continue  maintaining  this  secondary 
market. 

For  a  brochure  containing  more  in 
formation,  call  1-800-MERRILL  (ext. 
656)  Monday  through  Friday,  8:30  a.m.  to 
midnight  Eastern  time. 

Or  talk  to  a  Merrill  Lynch  Account 
Executive.  No  one  else  can  give  you  more 
help  with  more  kinds  of  investments.  No 
one  else. 


Merrill  Lynch 

Merrill  Lynch,  Pierce,  Fenner&  Smuh  Inc. 

Abroad  apart. 

©  Copyright  1983  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Published 
in  U.S.A.  All  rights  reserved.  Member,  SIPC. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


BE  PREPARED 


Inventory 
slashing 
is  over 


The  strong  stock  market  since  last  August  coupled  with  a  sharp 
improvement  in  household  balance  sheets  have  done  wonders  for 
consumer  confidence.  The  Conference  Board's  most  recent  survey  of 
5,000  homes  shows  consumer  optimism  to  be  as  high  as  it  has  ever 
been  in  the  poll's  15-year  history.  The  University  of  Michigan's  index 
of  consumer  confidence,  another  highly  regarded  indicator,  is  up 
nearly  30%  this  year  and  now  stands  at  its  highest  level  in  six  years. 

That  consumer  confidence  is  already  ringing  up  higher  sales  at 
the  cash  register — retail  sales  in  April  rose  1.6%,  following  a  revised 
1.7%  gain  in  March — and  must  soon  boost  business  confidence  as 
well.  Inventory  liquidation  has  just  about  come  to  an  end.  The  all- 
important  ratio  of  inventory  to  sales  has  dropped  to  its  lowest  level  in 
nearly  two  years.  That  means  business  activity  must  pick  up  from  here 
on.  New  orders  for  hard  goods  rose  by  2.4%  in  April.  The  biggest  gain 
was  scored  by  appliance  sales,  which  are  up  16%  so  far  this  year, 
indicating  that  households  are  replacing — and  no  longer  repairing — 
worn  out  white  goods.  Autos,  which  now  average  seven  years  of  age, 
will  be  the  next  consumer  product  to  get  a  lift  from  the  replacement 
cycle,  giving  the  economy  another  boost. 


Consumer  spending 
will  gain 
in  second  half 


Thus,  consumer  spending,  strong  as  it  has  been  thus  far,  will  gain 
strength  during  the  second  half  and  remain  strong  as  1984  begins.  No 
great  mystery  about  where  their  spending  money  will  come  from.  The 
33  million  Americans  who  directly  own  shares — another  150  million 
are  indirect  stock  owners  through  pension  funds  and  through  other 
institutions — will  get  more  generous  capital  gains  treatment  on  profits 
earned  since  August.  What's  Ahead  calculates  the  rally  may  put  $30 
billion  into  the  economy.  And  this  year's  tax  refunds,  much  of  which 
have  yet  to  be  disbursed  and  spent,  will  total  $12  billion  more  than 
they  did  last  year. 


Excessive  caution 
can  be  costly 


What's  Ahead  suspects  that  the  strength  of  the  recovery  will  take 
a  good  many  businesses  by  surprise  in  coming  months.  Excessive 
caution  can  be  costly.  Purchasing  managers  are  stepping  up  their 
buying.  In  April  vendor  deliveries  slowed  for  the  third  consecutive 
month,  and  the  managers  are  trying  to  avoid  supply  bottlenecks  that 
have  plagued  recoveries  in  the  past.  They  know  that  slow  deliveries 
could  lead  to  lost  business. 

There  is  plenty  of  room  for  the  good  news.  Although  industrial 
capacity  utilization  has  already  risen  over  4%  from  last  fall's  low,  it's 
still  only  a  bit  above  71% .  Even  allowing  for  the  fact  that  a  good  deal  of 
the  capacity  to  spare  is  older  and  less  efficient,  increased  orders  won't 
quickly  lead  to  inflationary  increases  in  prices. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 


160- 


100- 


125 

Current  141.0 
Previous  138.0 
Percent  change  +2.2 

90  

Moving  up.  The  Forbes  Index  posted  an  impressive  2.2% 
rise,  matching  a  similar  increase  in  the  previous  reporting 
period. 

The  willingness  of  consumers  to  spend  was  a  major 
reason  for  the  increase.  Consumers  have  money  in  their 
pockets  because  personal  income  was  up  0.8%  in  April, 
following  a  0.6%  jump  in  March.  At  the  same  time,  initial 
unemployment  claims  dropped  2.0%  in  April,  compared 


with  a  1.4%  rise  the  previous  month. 

Inflation  remains  under  control.  The  Consumer  Price 
Index  rose  0.7%  during  the  latest  reporting  period,  but 
much  of  that  is  attributable  to  a  new  gasoline  tax.  The 
service  sector  index  increased  0.5%  against  a  0.1%  rise  a 
month  earlier.  New  housing  starts  were  off  slightly.  The 
1.7%  dip  is  deceiving,  however,  because  it  follows  the 
unusually  high  increases  in  the  first  quarter  of  the  year. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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It  is  Peugeot's  view  that  cars  should 
not  require  constant,  annoying  trips 
to  the  shop  for  engine  tune-ups. 

So,  under  the  Peugeot's  hood  are 
spark  plugs  tipped  with  silver.  Ignition 
by  magnetic  pulse.  An  exhaust-gas 
"sniffer"  made  of  zirconia  and  platinum. 

All  are  under  the  orders  of  an 
electronic  black  box,  a  tiny  computer 
which  directs  the  fuel  injection  to 
tune  itself  constantly  for  maximum 
efficiency. 

This  is  a  car  designed  to  shrug  off 
tune-ups  for  30,000  miles. 

The  Peugeot  brochure  is  crammed 
with  350  facts  like  these.  Call 
1-800-447-2882  toll  free  any- 
where  in  the  continental  U.  S. 
for  a  free  copy  (and  name  of 
your  nearest  Peugeot  dealer) . 
And  read  why  many  observ- 
ers think  the  Peugeot  may 
well  be  undervalued  in  today's  market 


"Four  feet  below  me, 
there's  a  Southern  Pacific  freight  trail 
with  tank  cars  fifteen  miles  long" 


j  can't  see  it,  and  you  can't  hear 
ut  buried  beneath  the  Arizona 
Irt,  there's  a  transportation 
jem  that's  equivalent  to  a  railroad 
in  line. 

is  a  Southern  Pacific  pipeline 
:  vork,  delivering  most  of  the  gaso- 
I  diesel,  and  jet  fuel  Arizona 
t.  Every  day,  our  pipelines  can 


deliver  as  much  refined  petroleum 
as  300  railroad  tank  cars.  But  in  this 
case,  the  "cars"  are  liquid  fuel 
flowing  through  the  pipeline  in 
batches  that  can  be  more  than  fif- 
teen miles  long.  With  precise 
computer  control  and  constant 
pressure,  65  different  fuels  can  move 
through  the  system  at  the  same 


time,  without  getting  mixed. 

And  they  move  with  remarkable 
efficiency.  By  truck,  the  cost  of 
transporting  fuel  to  Arizona  from 
refineries  in  California  and  Texas 
would  be  around  $4.00  a  barrel. 
Our  underground  pipelines  bring  in 
the  same  barrel  for  about  80  cents. 
The  result  is  lower  fuel  costs  for 


Pressure  keeps  different  types  of  fuel  separated  as  they 
move  through  SP's  underground  pipelines.  In  Arizona, 
millions  of  gallons  are  delivered  each  week,  without  dis- 
turbing the  delicate  desert  environment. 

consumers.  And  a  steady  flow  of 
profits  for  Southern  Pacific. 

There's  a  hidden  bonus  in  all  this 
for  everyone  who  lives  in  the  area 
our  pipelines  serve:  the  fuel  travels 
much  more  safely  than  it  would 
by  highway.  And  it's  delivered 
without  atmospheric  pollution. 

Southern  Pacific's  Arizona  pipe- 
lines are  part  of  a  2,800-mile 
network  serving  six  western  states. 
The  system  includes  the  Black 
Mesa  pipeline,  the  longest  coal 
slurry  pipeline  ever  built.  The  Black 
Mesa  line  carries  five  million  tons 
of  coal  a  year  under  273  miles  of 
western  desert.  Its  success  has 
brought  economic  development  to 
the  Navajo  and  Hopi  tribes  who 
own  the  land  where  the  coal  is 
mined,  and  has  attracted  the  interest 
of  governments  and  industries 
throughout  the  world. 

As  extensive  as  Southern 
Pacific's  pipeline  operations  are, 
they  represent  only  a  small  part 
of  a  diversified  corporation  with 
interests  in  real  estate  and  develop- 
ment, transportation,  natural 
resources,  insurance,  equipment 
leasing,  energy,  printing,  agriculture 
and  forestry. 

We  began  life  as  the  railroad  that 
opened  the  West,  more  than  a 
hundred  years  ago.  Since  then,  our 
vision  has  taken  us  far  beyond  the 
reach  of  our  rails  and  the  dreams  of 
our  founders.  Nevertheless, 
Southern  Pacific  remains  today 
what  it  was  in  1862:  a  young  com- 
pany with  fresh  ideas,  bold  plans, 
and  a  future  filled  with  promise. 

Southern  Pacific 

Official  sponsor  for  the  1984  Olympic  Go.  )&s 
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The  Naiy  needed  some  cargo  ships.  Con- 
gress said  no.  Now  the  ships  are  being  built, 
and  were  all  paying  more. 

Damn  the 
Congress,  full 
speed  ahead 


By  Jill  Andresky 


T|he  U.S.  Navy  badly  needs  13 
cargo  ships  in  the  Indian  Ocean 
to  supply  the  fleet.  Congress, 
looking  for  a  way  to  cut  defense 
spending  without  sacrificing  pet  pro- 
jects or  losing  votes  at  home,  refused 
the  money.  So  the  Navy  has  discov- 
ered the  wonderful  world  of  off-hal- 
ancc-shcct  financing.  As  a  result,  the 
ships  are  being  built  and  the  taxpayers 
may  well  pay  billions  more  than  they 
would  have  otherwise.  Some  astute 
investors  may  also  get  unusually  gen- 
erous tax  deductions. 

This  all  stems  from  a  decision  by 
the  Navy  to  charter  rather  than  to  buy 
the  ships,  and  the  change  is  possible 
because  of  a  novel  interpretation  of 
IRS  regulations  for  service  contracts. 
Here  is  what  is  happening: 

1)  General  Dynamics,  Macrsk  Line 
and  Waterman  Steamship  have  signed 
agreements  with  the  Navy  to  build  or 
convert  the  13  ships. 

2)  Manufacturers  Hanover  and  Mor- 
gan Guaranty,  among  others,  are 
lending  construction  funds,  to  the 
tunc  of  $1.9  billion. 

3)  About  a  year  from  now,  investors 
will  buy  equity  shares  in  the  vessels, 
paying  off  the  construction  loans. 

4)  Then  the  Navy  contracts  for 
"transportation  services"  and  agrees 
to  pay  the  ships'  investor-owners 
through  operating  agents  at  regular 
intervals. 

It's  simple  enough,  and  because  the 


deal  is  being  structured  as  a  service 
contract,  specific  congressional  ap- 
propriations aren't  required.  The  tax 
benefits  are  unusually  attractive,  too. 
Because  service  contracts  arc  in- 
volved instead  of  leases,  the  owners  of 
the  ships  will  get  a  10%  investment 
tax  credit.  That  amounts  to  10%  of 
the  $178  million  purchase  price  per 
ship  sliced  off  their  tax  bills  the  first 
year.  Then  comes  five  years  of  accel- 
erated depreciation  deductions.  Over 
the  first  three  years  alone,  all  these 
benefits  could  add  up  to  $1.3  billion, 
on  a  total  investment  of  $2.4  billion. 
But  don't  call  your  broker  and  try  to 
get  a  piece  of  this  deal.  Wall  Streeters 
say  it's  so  good  that  the  equity  posi- 
tions will  almost  surely  be  snapped  up 
by  the  construction  lenders  and  ship- 
builders. 

Now  back  to  the  curious  math  that 


Congress  has  forced  on  the  Navy.  Its 
original  position  was  that  service  con- 
tracts are  cheaper  than  buying  be- 
cause tax  breaks  are  passed  along  in 
the  form  of  lower  fees.  Unfortunately, 
the  Navy  didn't  figure  quite  right — at 
least  according  to  the  Joint  Commit- 
tee on  Taxation.  It  claims  that  the 
long-term  contracts  actually  cost  the 
government  about  12%  more  than 
buying — $20  million  per  ship — when 
you  include  $60  million  per  ship  in 
lost  tax  revenues. 

That's  a  big  problem  for  the  IRS,  but 
something  the  Navy  wasn't  including 
in  its  calculations.  State  and  local 
governments  can  use  sale-leascbacks 
profitably,  since  the  deductions  they 
generate  come  off  tax  bills  that  go  to 
Washington.  But  similar  transactions 
for  the  federal  government  are  ludi- 
crous. When  an  agency  generates  tax 
benefits,  the  revenue  loss  comes  di- 
rectly out  of  the  Treasury's  pocket. 

Had  enough:  Wait.  The  Navy  is 
new  to  the  tax  shelter  game,  so  it  is 
guaranteeing  investors  an  impressive 
11.745%  aftertax  rate  of  return,  plus 
operating  expenses.  Translation:  If 
the  IRS  decides  these  transactions  are 
ineligible  for  any  tax  benefits,  which 
is  likely  given  the  shaky  grounds  for 
calling  Navy  leases  service  contracts, 
the  Navy's  payments  simply  rise  dol- 
lar for  dollar  to  offset  lost  aftertax 
income. 

There  are  questions  about  enforcea- 
bility, of  course,  but  the  Navv  even 
guarantees  to  pay  any  IRS  fines,  cer- 
tain legal  fees  and  lost  interest.  "In- 
vestors can't  lose,"  says  Stuait  Ober, 
president  of  Woodstock,  N.Y. -based 
Securities  Investigations,  which  eval- 
uates tax  shelters.  "This  is  a  situation 
where  you've  got  low  risk  and  high 
reward." 

The  biggest  risk  is  that  Congress 
will  determine  that  the  Navy  never 
had  the  right  to  protect  its  business 
partners  against  tax  losses  in  the  first 
place.  Then  the  shipowners  will 
have  to  face  the  IRS  unprotected.  In 
addition,  if  Congress  acts  before  rhe 
equity  offering  is  sold — probably  a 
year  from  now — then  Manufacturers 
Hanover  and  Morgan  may  well  wind 
up  with  their  own  fleet  of  cargo  ships. 

Congress  has  become  a  little  ner- 
vous about  such  deals  and  may  try  to 
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stop  future  transactions  of  this  sort. 
Late  last  month  Representative  I.J. 
Pickle  (D-Tex.)  introduced  legislation 
that  would  eliminate  tax  benefits  for 
private  investors  engaged  in  leasing 
deals  with  the  government  or  other 
nontaxpaying  entities. 

You  can  be  sure  that  this  effort  will 


see  stern  resistance  from  everyone 
who  might  benefit — and  that  includes 
states,  municipalities  and  other  feder- 
al agencies  already  eyeing  the  poten- 
tial of  this  new  form  of  back-door 
financing.  Right  now  the  Air  Force  is 
talking  about  leasing  trainer  jets  from 
private  investors,  and  a  plan  is  kick- 


ing around  Washington  for  the  Energy 
Department  to  sell  and  lease  back  the 
Clinch  River  Breeder  reactor. 

The  bottom  line:  Once  deals  of 
this  sort  really  catch  on,  lots  of  con- 
gressmen may  wish  they  had  let  the 
Navy  buy  its  cargo  ships  in  the  first 
place.  ■ 


It's  not  infallible,  but  here's  a  handy  way 
for  you  to  judge  whetbei'  the  stock  market 
is  too  high  or  too  low. 


The  rule 
of  20 


By  Steve  Kichen 


Almost  every  person  who  trades 
in  stocks  now  knows  that 
b  there  has  come  to  be  an  in- 
verse relationship  between  price-to- 
earnings  multiples  and  the  rate  of  in- 
flation. With  a  15%  inflation  rate,  for 
example,  a  firm  would  need  a  30% 
return  on  investment  in  order  to  show 
a  real  return  of  15%.  In  this  case,  half 
the  profit  goes  to  offset  inflation. 
With  a  lower  rate  of  inflation,  a  given 


rate  of  profit  is  worth  more  in  real 
terms  and,  therefore,  a  stock  with  giv- 
en earnings  is  worth  more. 

From  this  comes  the  rule  of  20.  Lis- 
ten to  Eric  Miller,  chief  investment 
officer  at  Donaldson,  Lufkin  &  Jen- 
rettc:  "As  a  general  principle  the  rule 
of  20  says  that  the  P/E  on  the  Dow 
added  to  the  inflation  rate  has  a  ten- 
dency to  move  down  or  up  to  the 
number  20."  All  other  things  being 
equal,  therefore,  low  inflation  means 
a  high  average  P/E.  The  accompany- 


C  olden  rule? 


For  more  than  20  years  the  rate  of  inflation  added  to  the  P/E 
multiple  on  the  Dow  industrials  has  hovered  near  the 
number  20.  If  this  relationship  is  still  valid,  it  could  mean 
further  growth  in  the  Dow  average. 


P/E 
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ing  chart  illustrates  this  point. 

The  fact  is  that  the  rule  of  20  has 
held  fairly  well  for  more  than  20 
years — but  within  a  fairly  wide  band. 
(In  fact,  the  sum  has  averaged  only 
18.5  instead  of  20.) 

Way  back  in  1961  when  the  CPI 
rose  just  1%,  the  Dow  sold  at  21.7 
times  earnings,  and  the  sum  of  the 
two  numbers  was  22.7.  That  is  a  rec- 
ord that  hasn't  been  broken  since.  The 
Dow  plus  inflation  rose  over  20  in 
four  other  instances — the  last  time 
being  1980  when  inflation  was  13.5 
and  the  P/E  on  the  Dow  7.3 — but  has 
never  broken  21.  Their  sum  hit  a  low 
of  15  in  1978.  Look  at  the  chart:  No- 
tice how  low  the  P/E  line  drops  when 
inflation  starts  out  of  control  in  the 
early  Seventies. 

So,  where  does  the  stock  market 
stand  today  on  the  rule  of  20?  A  case 
can  be  made  from  the  rule  that  the 
stock  market  is  still  substantially  un- 
dervalued. If  one  excludes  companies 
that  arc  in  the  red,  the  remaining  DJI 
stocks  sold  recently  at  12.8  times 
earnings.  Add  to  that  the  current  in- 
flation rate — around  3% — and  you 
get  15.8.  That  puts  the  market  at  the 
second-lowest  point  since  1961,  ac- 
cording to  Tom  Noursc,  of  Nourse 
Associates  in  San  Diego,  and  gives  it 
plenty  of  room  on  the  upside  even 
without  anticipating  higher  earnings. 
"On  this  basis  a  Dow  of  around 
1430 — even  on  depressed  earnings — 
is  not  inconceivable,"  says  Nourse.  If 
you  factor  in  the  prospect  of  im- 
proved earnings  for  the  stocks  in  the 
DJI,  you  come  up  with  a  much  higher 
ceiling  than  Nourse's  1430. 

But  Steven  Leuthold  of  the  Minne- 
apolis-based Leuthold  Group  signals  a 
flag  of  caution,  "fust  as  the  CPI  and 
the  Producer  Price  Index  overstated 
inflation  in  the  past,  we  think  they 
are  understating  inflation  at  the  pres- 
ent time."  A  better  assumption  for 
inflation,  he  argues,  is  around  5%. 
That  higher  assumption  doesn't  leave 
the  DJI  much  room  on  the  upside  for 
the  present,  Leuthold  argues. 

It  turns  out,  then,  that  your  as- 
sumptions about  the  state  of  the  econ- 
omy determine  how  you  interpret  the 
rule  of  20.  A  magic  formula  the  rule  is 
not,  but  simply  a  handy  tool  to  add  to 
your  investment  kit.  U 
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Some  economists  think  interest  rates  are 
starting  to  rise  again.  The  Fed's  Tony  Solo- 
mon thinks  they  are  quite  wrong. 


Solomon's 
choice 


By  Ben  Weberman 


Anthony  M.  Solomon  has  not 
yet  made  the  pages  of  People 
i  magazine  and  is  unlikely  to; 
except  among  bankers  his  name  is 
almost  unknown.  Yet  Solomon  is  an 
influential  man.  He  is  president  of  the 
Federal  Reserve  Bank  of  New  York 
and  a  member  of  the  Federal  Open 
Market  Committee.  Solomon  may  be 
the  most  important  man  in  the  Feder- 
al Reserve  System  after  the  chairman, 
and  what  he  says  and  does  has  an 


effect  upon  us  all. 

Solomon,  who  rarely  speaks  for 
publication,  recently  talked  with 
Forbes  about  interest  rates  and  the 
economy.  It  was  a  sober  picture  he 
drew,  but  not  a  dismal  one. 

"Yes,  the  second-quarter  GNP  is 
coming  in  somewhat  stronger  than 
we  originally  expected,"  he  says.  "But 
I  still  believe  that  growth  for  the  year 
as  a  whole — fourth  quarter  1982  to 
fourth  quarter  1983 — may  not  be 
more  than  4'/>%.  That's  quite  moder- 
ate when  you  realize  that  the  average 


first-year  growth  out  of  a  recession  is 
close  to  7%." 

Why  are  many  forecasters  predict- 
ing a  more  powerful  recovery?  Be- 
cause they  expect  stronger  consumer 
spending  than  Solomon  believes  pos- 
sible. "To  get  a  7%  recovery  strictly 
out  of  consumer  spending  is  almost 
impossible,"  he  says.  "Savings  are  al- 
ready as  low  as  5.9%  of  personal  dis- 
posable income,  so  the  consumer 
won't  do  much  more.  For  a  strong 
recovery  you  would  also  have  to  have 
a  significant  increase  in  capital  in- 
vestment and  a  significant  export  re- 
covery. At  these  levels  of  the  dollar,  I 
don't  see  that  happening." 

On  the  happier  side,  Solomon  sees 
only  modest  increases  in  commodity 
prices,  more  productivity  gains  and 
moderate  wage  settlements  into  or 
through  next  year.  So  he  does  not  an- 
ticipate that  the  inflation  curve  will 
turn  up  for  a  while. 

Solomon  also  sees  hope  in  the  ap- 
parently growing  eagerness  for  lower 
interest  rates  because,  at  this  moment 
at  least,  lower  interest  rates  are  what 
all  the  nations  need.  There  is  a  rare 
consensus  on  that.  Solomon:  "High 
interest  rates  here  tend  to  attract 
more  capital  and  to  strengthen  the 
dollar."  That's  bad.  "The  strong  dollar 
means  a  more  severe  debt  burden  for 
the  less-developed  countries  because 


Anthony  Solomon  of  the  Federal  Reserve  Bank  of  New  York 
A  world  consensus  for  lower  interest  rates. 
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interest  requirements  are  in  dollars, 
whereas  a  large  part  of  the  foreign 
exchange  revenues  are  in  the  weaker 
currencies."  That's  bad,  too.  Finally, 
the  domestic  impact:  "High  interest 
rates  also  hurt  this  country  because 
the  strength  that  is  brought  to  the 
dollar    makes    our    exports  less 


competitive." 

Solomon's  views  about  lower  inter- 
est rates  are  particularly  significant, 
coming  as  they  do  in  the  wake  of  the 
recent  news  that  the  money  supply  has 
been  growing  2Vi  times  as  fast  as  the 
Fed  wants  it  to.  Solomon  seems  to 
suggest  that  the  monetary  authorities 


remain  relatively  unworried  about  a 
new  outburst  of  inflation  but  relative- 
ly worried  about  how  strong  the  recov- 
ery will  be.  If  that  is  their  view,  then 
they  will  probably  avoid  a  restrictive 
policy.  Money  supply  figures  or  no,  the 
present  signs  point  to  a  continued  de- 
cline in  U.S.  interest  rates.  ■ 


Salt  Lake  City  is  the  home  of  the  Mormon 
Church,  whose  members  are  hardworking 
and  thrifty.  Why  then  do  they  fall  for  so 
many  scams? 


Now  you  see  it, 
now  you  don't 


By  Richard  L.  Stern 


Dee  Jay  Hammon,  an  engineer 
with  Morton  Thiokol,  figured 
it  was  a  deal  he  couldn't  refuse. 
It  came,  after  all,  from  Grant  Affleck, 
a  major  Utah  real  estate  developer  and 
member  in  good  standing  of  the 
Church  of  Jesus  Christ  of  Latter-day 
Saints.  Visiting  Hammon  at  his 
Brigham  City  home,  Affleck  proposed 
a  deal.  Affleck  brought  with  him  a 
finance  company  official  who  would 
give  Hammon  a  second  mortgage  on 
his  house.  If  Hammon  would  then 
lend  the  cash  to  Afco,  Affleck's  com- 
pany, it  would  service  the  second 
mortgage  and  pay  him  an  additional 
10%  of  the  amount.  Since  second 
mortgage  rates  were  then  in  the 
neighborhood  of  20%,  Afco  was,  in 
effect,  offering  nearly  30%  for  money. 

Too  good  to  be  true?  Much.  Today 
350  homeowners  face  foreclosure  pro- 
ceedings as  a  result  of  those  second 
mortgages.  Afco  collapsed  last  year, 
taking  their  investments  with  it.  But 
the  mortgages  incurred  to  make  the 
investments  remained. 

Homeowners  weren't  the  only  tar- 
gets. Seven  percent  of  Utah's  dentists 
and  3%  of  its  doctors  and  even  a  few 
lawyers  and  CPAs  invested  in  various 
Affleck  schemes,  according  to  Utah 
State  Attorney  General  David  Wilkin- 
son. And  Washington,  D.C. -based  col- 
umnist Jack  Anderson,  a  Utah  Mor- 
mon, admits  that  he  foolishly  sent  off 


$12,000  after  hearing  of  it  from  a 
friend  back  in  Salt  Lake. 

Afco  was  very  accommodating.  You 
didn't  want  your  return  in  cash?  It 
would  lease  you  a  BMW  or  Mercedes 
with  Afco  servicing  the  lease.  Or  Afco 
would  set  up  a  trust  for  your  child's 
education  or  his  18-month  Mormon 
mission,  which  typically  costs  fam- 
ilies $300  to  $400  a  month.  Affleck 
and  Afco  took  more  than  $20  million 
from  over  2,000  investors. 

And  who  would  fear  for  the  safety 
of  his  money?  Affleck  was  no  fly-by- 
night,  no  stranger.  He  was  one  of  us. 
Besides,  there  he  was,  developing 
Utah's  largest  housing  subdivision,  as 
well  as  a  time-share  resort  outside 
Salt  Lake.  But  what  the  gullible  inves- 
tors did  not  know  was  that  in  1981 
Affleck  was  staggering  under  big  bank 
loans  at  23%  interest.  Debt  service 
alone  was  $146,000  a  month,  and  cash 
flow  was  drying  up  amid  the  reces- 
sion. Randy  Dryer  is  now  attorney  for 
the  bankruptcy  trustee  for  Afco.  He 
says  that  Affleck,  apparently  desper- 
ate for  money,  began  making  his  se- 
ductive offers  to  investors — a  high  re- 
turn and  no  cash  investment — when 
he  ran  into  trouble  servicing  the  debts 
from  his  realty  projects.  Because  Af- 
fleck fears  for  his  safety  (he  claims  his 
elaborate  residence  was  shot  up),  he  is 
now  somewhere  in  California. 

But  Affleck's  was  only  one  of  at 
least  ten  separate  schemes  thus  far 
uncovered  in  Utah  that,  over  the  last 


several  years,  have  taken  at  least 
9,000  people  (1  out  of  every  100  adults 
in  the  state)  for  what  Brent  Ward,  U.S. 
Attorney  for  Utah,  estimates  is  more 
than  $200  million.  In  at  least  three  of 
those  schemes  federal  bankruptcy 
court  authorities  had  to  use  audito- 
riums able  to  seat  1,000  to  accommo- 
date all  the  victims. 

Why  Utah?  Why  Salt  Lake  City? 
With  a  population  of  only  165,000  but 
over  10%  of  the  population  of  the 
state,  Salt  Lake  City  is  a  neighborly 
town,  essentially  still  small-town 
America.  It  has  attributes  that  are  dis- 
appearing elsewhere — real  neighbor- 
hoods and  neighborlmess,  safe  streets 
and  some  of  the  nation's  best  skiing, 
hunting  and  fishing  minutes  away  in 
the  spectacular  Wasatch  Mountains. 
Rush-hour  traffic  is  something  you 
hear  happens  in  Denver.  Add  to  all 
that  the  fact  that  70%  of  the  popula- 
tion is  Mormon,  one  of  the  most  ho- 
mogeneous, hardworking  and  thrifty 
communities  in  America. 

And  yet  all  that,  sad  to  say,  creates  a 
fertile  soil  for  swindles.  Mormon  lay 
preachers — it  is  essentially  a  lay 
church — see  nothing  wrong  with  get- 
ting a  good  return  on  their  money. 
When  an  outfit  like  Afco  treats  a  lay 
preacher  well,  that  preacher  can  be- 
come an  eloquent  carrier  of  good  tid- 
ings. In  their  innocence  they  some- 
times tell  their  parishioners,  who  tell 
other  church  members,  who  tell 
neighbors.  Most  of  those  bilked  are 
Mormons,  and  the  bilkers,  too,  pro- 
fess to  be  upstanding  members  of  the 
church  and  use  church  connections. 

S.  Hal  Haycock,  for  instance, 
pleaded  guilty  last  year  to  fraud 
charges  and  is  now  serving  a  ten-year 
sentence  in  federal  prison.  Haycock 
reportedly  worked  part-time  as  an 
organist  in  a  mortuary.  That,  and  his 
reputation  as  a  good  churchman, 
helped  lure  widows  and  others  to 
invest  in  his  Grove  Finance  Co.  He 
was  an  upright  and  wealthy  notable 
in  the  town  of  Pleasant  Grove  (pop. 
10,000),  40  miles  from  Salt  Lake. 
Some  1,600  investors  filed  $16.5  mil- 
lion in  claims  against  Haycock. 

There  was  a  diamond  scheme  run 
by  one  Jon  C.  Vasilacopulos,  who 
promised  a  30%-per-month  return. 
Vasilacopulos  and  his  salesmen,  some 
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Independent  Clearing  House  "asset  "  in  Mexico 

The  reality  (above),  and  the  sales  pitch  (below). 


of  whom  spoke  of  having  just  re- 
turned from  missionary  work,  said 
they  could  buy  diamonds  cheap — di- 
rect from  De  Beers — and  sell  high, 
using  some  of  the  profits  to  pay  the 
30%.  According  to  his  bankruptcy 
trustee,  R.  Todd  Neilson  of  Main, 
Hurdman,  Vasilacopulos  took  in  an 
estimated  $12  million  to  $18  million. 

Veldon  Taylor  "guaranteed"  inves- 
tors 30%  a  year  on  behalf  of  his  T&.D 
Management,  which  would  earn  the 
money  speculating  in  commodities. 
Taylor  garnered  $4  million.  His  sales- 
men pitched  their  wares  of  pork  bel- 
lies and  such  at  local  Mormon  ward 
meetings.  Among  the  investors:  a  65- 
year-old  widow  who  reportedly  lost 
$100,000  from  her  husband's  life  in- 
surance policy.  And  Taylor  was  a 
charitable  man,  with  an  AAA  rating 
at  the  local  Better  Business  Bureau. 

Taylor's  scheme  was  small  potatoes 
compared  with  what  U.S.  attorney 
Ward  calls  "the  granddaddy"  of  all  the 
recent  scams.  About  5,000  people  in 
40  states,  but  primarily  Utah,  Idaho, 
Colorado,  California  and  Texas,  may 
have  invested  as  much  as  $40  million 
in  a  company  called  Independent 
Clearing  House  and  its  affiliates. 
Thus  far  only  about  $150,000  has 
been  recovered.  Several  weeks  ago 
Ward  announced  indictments  of  21 
persons  in  the  alleged  scam,  including 
Richard  Cardall  Sr.,  who  is  alleged  to 
have  started  Clearing  House  soon 
after  he  was  released  from  prison  on 
mail  fraud  charges. 

Clearing  House  was  a  Ponzi 
scheme,  pure  and  simple.  Investors 
were  promised  a  104%  per  annum 
return,  says  former  bankruptcy  trust- 
ee Ron  Bagley.  Salesmen  told  poten- 
tial investors  of  an  elaborate  factoring 
plan  that  would  give  Clearing  House 
those  big  returns.  In  fact,  says  Bagley, 
not  one  piece  of  business  was  done. 
Early  investors  were  paid  with  cash 
collected  from  later  investors.  A  Den- 
ver woman,  for  instance,  tested  the 


ESTRELLA  DEL  MAR 
Jewel  Of  The  Sea  Of  Cortez 

Estrella  Del  Mar  captures  the  warmth  and  grace  of  Old 
World  Mexico,  a  time  fondly  remembered  for  its  charm, 
elegance  and  tranquility.  Set  in  a  place  where  the  sun 
dances  daily  on  a  sea  as  blue  as  the  turquoise  sky  it 
mirrors.  Where  broad  white  sand  beaches  outline  a 
necklace  of  charming  islands,  and  purple  shadows  fill 
the  folds  of  distant  mountains. 

Here  you  can  inhale  the  black  velvet  of  balmy  evenings 
under  a  blanket  of  stars.  Share  casually  elegant  moments 
with  friends  over  wine  and  cheese.  Spend  days  to  be 
remembered  always.  At  Estrella  Del  Mar,  a  once-in-a- 
lifetime  opportunity  to  capture  a  full  measure  of  the 
pleasure  you  deserve  from  life. 

White  walls  and  red  tile  roofs  mark  the  newest  "in  spot" 
to  emerge  along  the  unspoiled  west  coast  of  Mexico.  The 
4,000  acres  of  Estrella  Del  Mar  are  a  world  apart  from 
the  humdrum,  yet  convenient  to  major  population 
centers.  As  such  it  represents  some  of  the  choicest 
remaining  beachfront  property  on  the  North  American 
Continent 

It  is  located  on  the  shores  of  the  Sea  of  Cortez,  just  60 
miles  from  Hermosillo  by  paved  highway.  Bustling 
Hermosillo,  with  its  cathedrals  and  university,  is  served 
by  two  commercial  airlines  daily,  as  well  as  crack 
passenger  trains. 


waters  with  $1,000  and  got  her  prom- 
ised return.  The  classic  Ponzi  pattern: 
She  then  plunged  in  with  $200,000, 
which  she  never  got  back. 

Authorities  describe  the  Clearing 
House  operation  as  one  of  the  most 
elaborate  and  best-thought-out  scams 
they  have  seen.  Bagley  has  uncovered 
a  memo  that  allegedly  lays  out  the 
master  plan  for  the  latter  phases  of  the 
scam,  including  the  use  of  Chapter  1 1 
to  unwind  the  operation. 

Trustee  Bagley  says  part  of  that 
scam  continues  today — an  elaborate 
public  relations  effort  to  convince  in- 
vestors that  it  was  the  government's 
closing  down  of  Clearing  House  that 
ruined  their  wonderful  investment 
opportunity.  As  an  apparent  result, 


there  have  been  death  threats  against 
insiders  who  seemed  to  be  cooperat- 
ing with  the  government.  Investors 
had  been  told  by  salesmen  that  Clear- 
ing House  possessed  vast  assets:  for 
example,  a  condo  development 
named  Estrella  Del  Mar  worth  over 
$100  million  in  Bahia  Kino  in  Mexico. 
Bagley  says  he  visited  the  Mexican 
property.  The  "development"  con- 
sists of  half-built,  shoddily  construct- 
ed huts,  surrounded  by  a  virtual  desert 
wasteland  and  abandoned  six  years 
ago.  Bagley  doubts  that  Clearing 
House  holds  the  title  to  the  property, 
but  so  meager  have  been  recovered 
assets  that  he  did  not  have  $5,000  for 
a  title  search. 

Blinded  by  what  they  thought  was 
good  fortune,  the  victims  rarely 
checked  the  particulars  of  these  deals. 
Mormon  Elder  Hugh  Pinnock,  a  high 
church  official,  notes  that  underlying 
all  the  explanations  for  why  the  Mor- 
mon community  was  so  vulnerable  is 
another  element — simple  greed.  And 
greed  is  not  a  trait  confined  to  Mor- 
mons: The  Clearing  House  scheme 
took  in  many  non-Mormons,  too. 

But  the  very  qualities  Utahans  pride 
themselves  on — their  faith  in  religion 
and  one  another  and  hard  work  and 
honesty — left  them  wide  open  for  a 
variety  of  Ponzi  schemes.  Local  lead- 
ers hope  all  the  local  publicity  has  put 
an  end  to  scams. 

But  they  go  on.  Barbers,  secretaries, 
housewives  and  construction  workers 
are  listed  as  the  top  officials  of  penny 
stocks  that  are  easily  issued  intrastate 
under  Utah  law  and  thus  without  SEC 
oversight.  Some  hype  mining  claims, 
available  for  $6  filing  fees.  Others  will 
serve  as  shell  companies  for  con  men 
promoters  to  sell  nationally  to  un- 
wary investors. 

The  moral?  The  moral  is  so  trite 
and  so  obvious  we  blush  to  repeat  it: 
Never  take  people  solely  at  face  value, 
and  don't  invest  your  money  without 
checking  carefully  first.  ■ 
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Atlantic  Richfield  is  taking  a  flier  in  office 
automation.  But  what  a  far  cry  from  the 
freewheeling  days  when  anything  less  than 
$1  billion  was  small  stuff  in  the  oil  business.. 


Arco  steps  out 
cautiously 


By  Carol  E.  Curtis 


T|he  setting  is  New  York's  ele- 
gant Hotel  Pierre.  The  assem- 
bled reporters  are  to  be  fed,  but 
first,  the  news.  L.M.  Ericsson,  a 
Swedish  telecommunications  com- 
pany relatively  little  known  in  the 
U.S.,  is  staging  the  press  bash  to  an- 
nounce its  entry  into  the  big  leagues^ 
in  U.S.  office  automation.  On  dis- 
play is  an  array  of  communica- 
tions and  data  processing  equip- 
ment with  which  Ericsson  is  go- 
ing to  take  on  this  country's 
electronics  giants:  IBM,  Xerox, 
Digital  Equipment  Corp.  and 
Wang.  With  only  $2.7  billion  in 
sales,  mostly  outside  the  U.S., 
what  makes  Ericsson  think  it  can 
take  on  the  established  Goliaths? 

The  answer  is  that  Ericsson  has  a 
partner  with  deep  pockets,  Atlan- 
tic Richfield,  the  nation's  seventh- 
largest  oil  company  with  revenues 
of  $26  billion.  Arco  is  putting 
up  half  the   money  for 
Ericsson's    U.S.  move 
Since  the  two  com- 
panies linked  up 
three  years  ago, 
Arco  has  invest- 
ed $140  million, 
that  is  a  drop  in  the  barrel. 

Arco  has  put  no  ceiling  on  what 
it  intends  to  spend.  Ericsson,  for  its 
part,  is  selling  $225  million  worth  of 
common  stock  in  the  U.S.  to  help 
finance  its  share  of  the  deal.  By  1986, 
according  to  Ericsson  Information 
Systems  President  Hakan  Ledin,  the 
joint  venture  aims  to  have  5%  of  the 
total  U.S.  market  in  office  PBX  sys- 
tems, and  5%  in  data  terminals. 

In  trying  to  break  into  this  most 
glamorous   of   businesses,   Arco  is 


choosing  quite  a  different  path  than 
Exxon  took  earlier.  Exxon,  essential- 
ly, bought  small  companies,  melded 
them  together  and  today  runs  a  $200 
million  manufacturer  of  office  sys- 
tems. But  to  get  that  far,  Exxon  has 
already  invested  $1.5  billion  and  has 
yet  to  reap  anything  but  red  ink. 


Counting  on  Ericsson's  knowhow — 
Ericsson  will  run  the  show — Arco 
hopes  to  avoid  a  lot  of  the  startup 
costs  that  afflicted  Exxon  as  a  new- 
comer to  office  automation. 

Clearly,  Arco  thinks  it  can  get 
around  the  essential  incompatibilities 
between  slow-moving,  otherwise-oc- 
cupied, capital-intensive  oil  and  fast- 
changing,  people-intensive  data  pro- 


cessing. "We  like  the  business,  and 
we  feel  we've  got  a  very  good  and 
knowledgeable  partner,"  says  Robert 
Anderson,  the  tall,  soft-spoken  chair- 
man of  Arco  who  personally  negotiat- 
ed the  joint  venture. 

When  Arco  bought  the  Anaconda 
copper  company  in  1977 — an  invest- 
ment which  has  yet  to  pay  off — Arco 
inherited  a  joint  venture  with  Erics- 
son in  Brazil,  and  the  relationship 
worked  well.  So  when  Ericsson,  a 
107-year-old  firm  with  a  solid  reputa- 
tion in  telecommunications,  came 
looking  for  a  venture  partner  for  its 
foray  into  the  U.S.,  Arco  was  a  natu- 
ral choice. 

The  agreement  calls  for  Arco  to 
leave  all  day-to-day  management  de- 
cisions to  Ericsson.  At  the  Pierre  press 
conference,  for  example,  Arco  repre- 
sentatives were  conspicuously  ab- 
sent. Exxon,  by  contrast,  involved  it- 
self extensively  in  running  its  infor- 
mation systems  subsidiary.  If  Exxon 
plunged  in,  Arco  can  be  said  to  be 
testing  the  water. 

II  Arco  brings  money  to  the  partner- 
ship, what  does  Ericsson  bring?  Plen- 
ty. Steve  Stevens,  a  marketing  vice 
president  at  Ericsson,  contends  that 
Ericsson's  long  experience 
in  communications  will 
give  it  entree  into  the  U.S. 
office  market.  Communi- 
cations is  a  weak  link  in 
the  office  systems  offered 
by  most  big  competitors,  he 
maintains.  So  Stevens  aims 
to  use  Ericsson's  PBX  prod- 
ucts to  get  the  company's 
foot  in  the  door  for  its  bank 
systems  and  data  terminals. 
What  are  the  chances  for 
success  in  an  already  crowded  mar- 
ket? In  one  big  way,  Ericsson  will 
be  operating  at  a  disadvantage. 
Unlike  most  large  U.S.  firms 
in  the  field,  it  has  only  a 
fledgling  in-house  sales 
force  here.  That  could 
prove  a  critical  deficiency. 
Indeed,  while  newer  Ameri- 
can companies  and  more- 
traditional  suppliers  like  ITT 
have  had  great  success  selling  in 
Europe,  European  competitors 
have  had  an  abysmal  record  selling 
here.  Thus,  neither  Arco  nor  Ericsson 
has  a  sure  thing  going  for  it. 

Back  at  the  Pierre,  Ericsson's  Ledin 
dismisses  such  doubts  and  argues  that 
Arco's  approach  and  Exxon's  are 
worlds  apart.  "This  is  a  better  way  to 
do  it,"  he  says,  slowly  savoring  his 
wine.  "Just  Arco  dollars.  We  supply 
the  management."  ■ 
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In  current  fantasy,  all  big  companies  are 
Darth  Vader  and  all  entrepreneurs  are 
Luke  Skywalker.  Zilog-Exxon  shows  that 
reality  is  far  m  ore  complex. 

Remember 
"Spare  the  rod..."? 


By  Kathleen  K.  Wiegner 

When  Zilog  Inc.,  the  small 
(estimated  1983  sales  $80 
million)  Campbell,  Cahf.- 
based  microprocessor  company,  ran 
into  trouble  four  years  ago,  the  con- 
ventional wisdom  found  it  easy  to 
blame  Exxon  Corp.  The  world's  larg- 
est oil  company  had  backed  and  later 
acquired  Zilog  as  part  of  its  Exxon 
Enterprises'  new  business  effort.  Had 
the  parent  smothered  the  baby?  Had 
the  corporate  colossus  crushed  the  en- 
trepreneurial spirit? 

It  was  a  good  story,  appealing  to 
many  people's  prejudices  against  big 
companies.  But  it  was  not  a  true  story. 
Reality  is  both  more  interesting  and 
more  instructive,  especially  these 
days  as  big  companies  seek  an  entry 
into  new  technology  fields  (see  p  35)- 
Zilog,  in  the  beginning,  seemed  a 
powerful  combination  of  brains  and 
money.  Federico  Faggin  and  Ralph 
Ungermann,  two  engineers  from  Intel 
Corp.,  got  a  venture  capital  stake  of 
$1.5  million  from  Exxon  Enterprises 
in  1975  in  order  to  develop  an  8-bit 
microprocessor — a  computer's  cen- 
tral processing  unit  on  a  chip.  And, 
indeed,  success  was  immediate. 

In  1976  the  one-year-old  Zilog  in- 
troduced the  Z80  and  scored  a  smash- 
ing market  victory  over  Intel  and  Mo- 
torola. The  Z80  has  become  the  heart 
of  numerous  8-bit  personal  comput- 
ers, as  well  as  Coleco's  video  game 
machines. 

The  success  went  to  its  head.  With 
Exxon's  money  behind  it,  Zilog  made 
grandiose  plans  to  manufacture  both 
computer  systems  and  semiconductor 
components.  It  made  moves  far  be- 
yond the  capabilities — or  the  pocket- 
books — of  normal  startup  companies, 


Zilog  President  Franc  deWeeger 
"Blame  yourselves,  not  Exxon." 


which  must  answer  to  the  stock  or 
debt  markets  for  their  capital.  Zilog 
answered  only  to  Exxon,  which,  like 
an  indulgent  parent,  exercised  little 
control  in  the  early  days. 

Children  of  overly  indulgent  par- 
ents tend  to  lack  discipline,  and  Zilog 
was  no  exception.  Its  pampered  engi- 
neers pursued  technology  without  re- 
gard for  marketing  or  a  business  plan. 
Although  Zilog  was  able  to  spend  a 
phenomenal  30%  of  sales  on  research 
and  development,  much  of  the  money 
was  v/asted.  Other  companies  in  Sili- 
con Valley  came  to  regard  a  stint  at 
Zilog  on  a  resume  as  something  of  a 
negative. 

Zilog's  wastrel  ways  soon  caught 
up  with  it.  By  the  time  it  brought  out 
its  next  generation  microprocessor, 
the  16-bit  Z8000  in  1979,  competitor 
Intel  had  been  in  the  market  over  a 
year  with  its  8086  family.  Not  an  in- 
surmountable hurdle.  But  Zilog  com- 


pounded the  problem  by  being  late  in 
delivering  the  all-important  software, 
without  which  a  microprocessor  is 
like  an  auto  engine  without  plugs  and 
points.  Zilog's  management  pre- 
sumed its  previous  customers  would 
snap  up  its  chips  anyway.  Not  so. 

So  how  did  Zilog's  entrepreneurs 
meet  adversity?  First  they  bickered 
with  parent  Exxon;  then  they  left 
home.  Ungermann  left  to  found  an- 
other company  in  1979;  Faggin  be- 
came a  vice  president  of  Exxon  Enter- 
prises in  1980  and  left  in  1981  to  start 
a  new  venture.  Their  successor  didn't 
stay  long,  either. 

Meanwhile  the  once-promising 
venture  had  become  a  demoralized 
loser.  Zilog  lost  $12  million  in  1981 
and  more  than  that  last  year.  Alarmed 
and  now  aware  that  the  real  problem 
was  management,  Exxon  went  out- 
side, hiring  Franc  deWeeger  in  May 
1982.  DeWeeger,  51,  is  a  seasoned 
semiconductor  manager  with  1 5  years 
at  Motorola,  who  also  spent  two  years 
at  Signetics,  a  small  company  that  is 
part  of  the  worldwide  interests  of 
Philips  NV  of  the  Netherlands.  He 
began  by  telling  the  people  at  Zilog  to 
grow  up. 

"When  I  joined  the  company,"  says 
deWeeger,  "everybody  was  moaning 
and  groaning  about  Exxon.  I  said,  stop 
pointing  the  finger  at  Exxon.  Point  it 
at  yourselves.  Don't  blame  Exxon  for 
the  mismanagement  of  this  company. 
That  responsibility  lies  with  the  man- 
agement team." 

Then  deWeeger  purged  the  com- 
pany of  projects  (many  unauthorized) 
that  had  little  market  value  and  con- 
centrated on  getting  Zilog  a  big  per- 
sonal computer  order  for  the  Z8000. 
He  scored  a  major  victory  in  January 
with  Commodore,  which  picked  Zi- 
log's 16-bit  microprocessor  as  the 
brains  of  its  next  generation  of  home 
and  business  computers.  Last  month 
Zilog's  system  division  signed  an  $18 
million  contract  to  supply  the  Inter- 
nal Revenue  Service  with  computers 
for  its  local  offices. 

After  a  year  on  the  job  deWeeger, 
who  has  a  degree  in  economics  from 
Syracuse  University,  has  some 
thoughts  about  silver  spoons:  "Who 
gives  you  the  capital  is  irrelevant,  but 
a  traditional  venture  capitalist  might 
have  moved  more  quickly  to  make 
Zilog  business-driven  rather  than  en- 
gineer-driven." And  Exxon?  It  has 
been  reminded  of  what  it  should  nev- 
er have  forgotten:  that  selecting  the 
right  management  is  just  as  impor- 
tant as  developing  good  products — in 
technology  as  well  as  in  oil.  ■ 
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Subject:  The  Quest 
■  Quiet  Performance 


The  Porsche  928S  is  the  fastest  street-legal  production  car  i 

ack,  its  top  speed  has  been  clocketi^44€4Tip^Jiiad^ition,  t 
Dmfortable  and  luxurious  Porsche  ever  built.  (See  detaiTse"e"ti 


0 ,  . 


Based  on  years  of  racing  expe 

e  interior  of  the  928S  to  integrate  the 
Components  have  been  designed  to  adju: 
ents  of  the  driving  conditions  or  the  individual  drive 
For  example,  the  power-assisted  rack-and-pinion  steering 

as  variable  boost.  Maximum  assistance  is  provided  at  low 

peeds  and  during  parking.  But  assistance  is  reduced  at  high 

peeds— for  optimum  road-feel  feedback. 
The  driver's  leather,  anatomically  designed,  power-operated 

eat  can  be  positioned  for  height,  length,  and  inclination. 
Both  the  leather-covered  steering  wheel  and  the  instrument 

luster  can  be  adjusted  up  or  down  to  assure  an  unobstructed 

iewof  the  dials  and  gauges  from  any  seat  position. 

-  1983  Porsche  Audi  Kealbeiis  sa  /e  li'/os  I  .^^^3 


d  manual  (0-50  mph  in  5.2  seconds)  or  4-speed 
50  mph  in  5.6  seconds).  Also:  Four-wheel,  power 
brakes.  Power  windows.  Electrically  adjustable/heated 
outside  mirrors.  Automatic  cruise  control.  Automatic  climate 
control.  Central  door-locking  system.  And  high-performance 
alloy  wheels. 

Some  people  ask  why  we  put  so  much  luxury  in  a  performance 
car.  And  others  ask  why  we  put  so  much  performance  in  a  luxury  car 

To  both,  our  answer  is  the  same:  We  are  PorscherArrd'i^e-'" 
know  no  other  way.  At  Porsche,  excellence  is  expected. 

For  your  dealeri^SPtc^Tfee:  pgpsCHE  +  AUDI 
(800)  447-4700.  nothing  even  comes  close 


United  States  Patent 4,382,28 
is  in  good  company. 


4.382,286  -  M ETH*  II)  AND  APPARATUS 
FOR  COMPRESSING  AND 
DECOMPRI iSSING  STRINGS  OF 
ELECTRICAL  DIGITAL  DATA 
BITS -5/3/83 

4.382,229-CHANNEL  HOT  ELECTRON 
MONITOR-5/3/83 

4,381,953-POLYSILICON-BASE 
SELF-ALIGNED  BIPOLAR  TRANSISTOR 

PROCESS— 5/3/83 

4,381,818— POROUS  FILM  HEAT 
TRANSFER-5/3/83 

4,381,563-APPARATUS  AND  METHOD 
FOR  VISUALLY  PRESENTING 
AN  ALY  TICAL  REPRESENTATIONS  OF 
DIGITAL  SIGNALS-4/26/83 

4,381,540-ASYNCHRONOUS  CHANNEL 
ERROR  MECHANISM -4/26/83 

4,381,532-CONSTANT  ENERGY  DRIVE 
CIRCUIT  FOR  ELECTROMAGNETIC 
PRINT  HAMMERS-4/26/83 

4,381,502  —  METHOD  AND  APPARATUS 
FOR  CHARACTER 
GENERATION -4/26/83 

4,381,453 -SYSTEM  AND  METHOD  FOR 
DEFLECTING  AND  FOCUSING  A  BROAD 
ION  BEAM -4/26/83 

4,380,813 -ERROR  CHECKING  OF 
MUTUALLY-EXCLUSIVE  CONTROL 
SIGNAL-4/19/83 

4,380,811 -PROGRAMMABLE  LOGIC 
ARRAY  WITH  SELF  CORRECTION  OF 
FAULTS— 4/19/83 

4,380,076 -APPARATUS  FOR  FOUR  SIDE 
TRANSVERSE  IRRADIATION  OF  A 
REGION -4/12/83 

4,380,067 -ERROR  CONTROL  IN  A 
HIERARCHICAL  SYSTEM -4/12/83 

4,380,063 -FLOW  CONTROL 
MECHANISM  FOR  BLOCK  SWITCHING 
NODES -4/12/83 

4,380,057-  ELECTRICALLY  ALTERABLE 
DOUBLE  DENSE  MEMORY— 4/12/83 

4,380,005  —  DYNAMIC  ZERO  OFFSET 
COMPENSATING  CIRCUIT  FOR  A/D 
CONVERTER-4/12/83 

4,379,833-SELF-ALIGNED 
PHOTORESIST  PROCESS -4/12/83 

4,379,832 -METHOD  FOR  MAKING  LOW 
BARRIER  SCHOTTKY  DEVICES  OF  THE 
ELECTRON  BEAM  EVAPORATION  OF 
REACTIVE  METALS-4/12/83 

4,379,826  —  POSITIVE  ELECTRON  BEAM 
RESISTS  OB  ORTHO  CHLORO 
SUBSTITl  TED  PHENOL  OR  CRESOL 
CONDENSED  WITH 
FORMALDEHYDE -4/12/83 

4,379,740  -  PHOTOASSISTED 
GENERATION  OF  HYDROGEN  FROM 

WATER-4/12/83 

4,379,727 -METHOD  OF  LASER 
ANNEALING  OF  SUBSURFACE  ION 
IMPLANTED  REGIONS-4/12/83 

4,379,218- FLUXLESS  ION  BEAM 
SOLDERING  PROCESS-4/5/83 

4,379,180 -METHODS  FOR  MAKING 
GRADED  INDEX  ANTIREFLECTIVE 
SURFACES-4/5/83 

4,379,022-METHOD  FOR  MASKLESS 
CHEMICAL  MACHINING-4/5/83 

4,379.005-SEMICONDUCTOR  DEVICE 
FABRICATION -4/5/83 

4,378,630 -PROCESS  FOR  FABRICATING 
A  HIGH  PERFORMANCE  PNP  AND  NPN 
STRUCTURE-4/5/83 


4,378.627- SELF-ALIGNED  METAL 
PROCESS  FOR  FIELD  EFEEI  I 
TRANSISTOR  INTEGRATED  CIRCUITS 
I  SIM.  POIYCRYSTAI.I.INE  SILICON 
GATE  ELECTRODES -4/5/83 

4,378,589  — UNIDIRECTIONAL  LOOPED 
BUS  MICROCOMPUTER 
ARCHITECTURE-3/29/83 

4.378,421-CLEANING  METHOD  AND 
APPARATUS  FOR  AN 
ELECTROGRAPHIC  SYSTEM -3/29/83 

4,378,383 -METHOD  OF  MAKING 
CONDUCTIVE  PATHS  THROUGH  A 
LAMINA  IN  A  SEMICONDUCTOR 
DEVICE-3/29/83 

4.377,854- SUBSTRATE  FOR  MAGNETIC 
DOMAIN  DEVICE -3/22/83 

4,377,849 -MACRO  ASSEMBLER 
PROCESS  FOR  AUTOMATED  CIRCUIT 
DESIGN— 3/22/83 

4,377,845 -OPTIONAL  MACHINE 
INHIBITION  FOR  FEATURE 
MALFUNCTION -3/22/83 

4,377,842 -FLY BACK  VOLTAGE 
CONTROL-3/22/83 

4,377,806- PARALLEL  TO  SERIAL 
CONVERTER-3/22/83 

4,377,803 -ALGORITHM  FOR  THE 
SEGMENTATION  OF  PRINTED  FIXED 
PITCH  DOCUMENTS-3/22/83 

4,377,633- METHODS  OF 
SIMULTANEOUS  CONTACT  AND  ME  TAL 
LITHOGRAPHY  PATTERNING-3/22/83 

4,377,338 -METHOD  AND  APPARATUS 
FOR  COPIER  QUALITY  MONITORING 
AND  CONTROL-3/22/83 

4.376,%3-COMPOSITE  MAGNETIC 
RECORDING  DISK -3/15/83 

4,376,960-FLEXIBLE  DISK 
STABILIZING  STRUCTURE-3/15/83 

4,376,943-RECORD  CARRIER  FOR  AN 
ELECTRO-EROSION  PRINTER  AND 
METHOD  FOR  MAKING  SAME-3/15/83 

4,376.932-MULTI-REGlSTRATION  IN 
CHARACTER  RECOGNITION-3/15/83 

4,376,897 -LOW  VOLTAGE  SERIAL  TO 
PARALLEL  TO  SERIAL  CHARGE 
COUPLED  DEVICE  — 3/15/83 

4,376,588- BI-DIRECTIONAL  SERIAL 
PRINTER  WITH  LOOK-AHEAD-3/15/83 

4,376,587 -PRINT  RIBBON 
PROTECTION -3/15/83 

4,376,569-ELECTROLYTE  FOR  AN 
ELECT ROCHROM1C  DISPLAY-3/15/83 

4,376,411- PRINT  HAMMER  LIMIT 

CONTROL-3/1S/83 

4.376.252- BOOTSTRAPPED  DRIVER 
CIRCUIT-3/8/83 

4,376,249-VARIABLE  AXIS  ELECTRON 
BEAM  PROJECTION  SYSTEM— 3/8/83 

4,376,057 -ETCH ANT  COMPOSITION 
AND  USE  THEREOF-3/8/83 

4,375,657-MAGNETIC  HEAD 
ASSEMBLY-3/1/83 

4,375,656-MAGNETIC  HEAD 
ASSEMBLY  WITH  ASYMMETRIC 
SLOTTED  CON  FIGURATION -3/1/83 

4,375,654- FACSIMILE  VECTOR  DATA 
COMPRESSION  -3/1/83 

4,375,652-HIGH-SPEED  TIME  DELAY 
AND  IN  I EGRATIOIN  SOLID  STATE 
SCANNER-3/1/83 

4,375,600-SENSE  AMPLIFIER  FOR 
IN  I  EGH  \ 1 1  I)  MEMORY  ARRAY-3/1/83 


4,375,592  -  INCREMENTAL  RO  TARY 
ENCODER-3/1/83 

4,375,390 -THIN  FILM  TECHNIQUES 
FOR  FABRICATING  NARROW  TRACK 
FERRITE  HEADS-3/1/83 

4,375,339  -  ELECTRICALLY 
CONDUCTIVE  RIBBON  BBEAK 
DETECTOR  FOR  PRINTERS-3/1/83 

4,375,103-METHOD  AND  APPARATUS 
OF  SIGNALLING  REQUEST  TO  SEND 
CLEAR  TO  SEND  DELAY-2/22/83 

4.375,085 -DENSE  ELECTRICALLY 
ALTERABLE  READ  ONLY 
MEMORY-2/22/83 

4,375,079 -DIGITAL  DATA  DISPLAY 
SYSTEM -2/22/83 

4,375,072  -  SELF-CALIBRATING 
OVERCURRENT  DETECTOR-2/22/83 

4,375,062 -ASPIRATOR  FOR  AN  INK 
JET  PRINTER-2/22/83 

4,374.911-PHOTO  METHOD  OF 
MAKING  TRI-LEVEL  DENSITY 
PHOTOMASK-2/22/83 

4,374,626  —  ERASING  TYPEWRITER 
WITH  AUTOMATIC/MANUAL 
SELECTION -2/22/83 

4,374,625 -TEXT  RECORDER  W  ITH 
AUTOMATIC  WORD  ENDING-2/22/83 

4,374,618 -MICROFILM  CAMERA 
HAVING  A  MOVING  LENS-2/22/83 

4.374,586- DOCUMENT  FEED  SHEET 
ALIGNER-2/22/83 

4.374,429 -INFORMATION  TRANSFER 
SYSTEM  W  HEREIN  BIDIRECTIONAL 
TRANSFER  IS  EFFECTED  UTILIZING 
UNIDIRECTIONAL  BUS  IN 
CONJUNCTION  WITH  KEY 
DEPRESSION  SIGNAL  LINE-2/15/83 

4,374,415 -HOST  CONTROL  OF 
SUSPENSION  AND  RESUMPTION  OF 
CHANNEL  PROGRAM 
EXECUTION -2/15/83 

4,374,386-  FORCE-TEMPERATURE 
STABILIZATION  OF  AN 
ELECTROMAGNETIC  DEVICE-2/15/83 

4,374,383  -  CAPACITIVE  TRANSDUCER 
FOR  SENSING  A  HOME 
POSITION -2/15/83 

4,374,321-AUTOMATIC  TEMPERATURE 
CONTROLLER  FOR  AN 
ELECTRO-PHOTOGRAPHIC 
APPARATUS  FUSER  AND  METHOD 
THEREFOR-2/15/83 

4.374.007 -TRIVALENT  CHROMIUM 
ELECTROPLATING  SOLUTION  AND 
PROCESS -2/15/83 

4,374,001  -  ELECTROLYTIC 
PRINTING  -2/15/83 

4.373,966-FORMING  SCHOTTKY 
BARRIER  DIODES  BY  DEPOSITING 
ALUMINUM  SILICON  AND  COPPER  OR 
BINARY  ALLOYS  THEREOF  AND 
ALLOY-SINTERING  -2/15/83 

4,373.778-CONNECTOR 
IMPLEMENTED  W  ITH  FIBER  OPTIC 
MEANS  AND  SITE  THEREIN  FOR 
INTEGRATED  CIRCUIT  CHIPS-2/15/83 

4,373,194— FULL  PAGE  ' 
REPRESENTATION  THROUGH 
DYNAMIC  MODE  SWITCHING -2/8/83 

4.373J83-BUS  INTERFACE  UNITS 
SHARING  A  C(  )MM(  )N  BUS  USING 
DISTRIBUTED  CONTROL  FOR 
ALLOCATION  OF  THE  BUS -2/8/83 


4,373.173-MULTI-ELEME.NT  H 
ASSEMBLY-2/8/83 

4.373J66- SCHOTTKY  BARRII 
W  ITH  CONTROLLED 
CHARACTERISTICS— 2/8/83 

4,372,699-SHEET  FEEDER  FO 
TYPEWRITERS-2/8/83 

4,372,697 -RIBBON  DRIVE 
ARRANGEMENT  FOR  A 
PRINTER-2/8/83 

4,372,672-SELF-TRIGGERING 
CONTROL  SENSOR-2/8/83 

4,372,671-SHOCK  ABSORBINC 
CARRIAGE  DRIVE  COUPLING 
COPIER-2/8/83 

4,371,933 -BI-DIRECTIONAL  D 
OF  CIRCULAR  ARCS -2 A/83 

4,371,932-1/0  CONTROLLER  I 
TRANSFERRING  DATA  BET  WE 
HOST  PROCESSOR  AND  MUL't 
UNITS-2/1/83 

4.371,929-MULTIPROCESSOR 
W  ITH  HIGH  DENSITY  MEMORI 
ARCHITECTURE  INCLUDING 
PARTITIONABLE  CACHE  STOB 
INTERFACE  TO  SHARED  DISK 
MEMORY-2/1/83 

4,371,902 -DISK  INITIALIZATK 
METHOD -2/1/83 

4,371,857  —  ELECTROMAGNET! 
OPERABLE  RAM  ACTUATOR  1» 
PARTICULAR  FOR  IMPACT 
PRINTERS-2/1/83 

4,371,565 -PROCESS  FOR  ADH 
AN  ORGANIC  RESIN  TO  A  SUBI 
BY  MEANS  OF  PLASMA  POLYH 
PHOSPHINES-2/1/83 

4,371,273  -  ELECTROCHEM1CAI 
PRINTHEAD-2/1/83 

4.37U57- COMPACT  ENVELOB 
HANDLING  DEVICE-2/1/83 

4.370.732-SKEWED  MATRIX  f 
GENERATOR-1/25/83 

4.370,651 -ADVANCED  PLASMA 
TECHNOLOGY-1/25/83 

4.370.641 -ELECTRONIC  CON1 
SYSTEM -1/25/83 

4.370J97- PROCESS  FOR  ETC 
CHROME-1/25/83 


4,369,501 -DUAL  CYCLE  DATA 
DETECTION  SYSTEM  AND  ME' 
FOR  BUBBLE  MEMORIES -1/18 

4,369,463— GRAY  SCALE  IMAGI 
COMPRESSION  W  ITH  CODE  VI 
FUNCTION  OF  IMAGE 
HISTORY-1/18/83 

4.369.3% -COLOR  CATHODE  I 
TUBE  APPARATUS  WITH  SHAC 
MASK— 1/18/83 

4,369.271 -LACQUER  FOR  REC 
CARRIERS  AND  PR<  (CESS  FOB 
PRODUCTION -1/18/83 

4.369.154-PROCESS  FOR  PRO 
SMOOTHER  CERAMIC 
SURFACES-1/18/83 

4.369.072-METHOD  FOR  FORI 
IGFET  DEV  ICES  HAV  ING  IMPR 
DRAIN  VOLTAGE 
CHARACTERISTICS-1/18/83 

4.368,977-DOCUMENT  EJECT' 
APPARATUS  AND  METHOD  US 
FOR  COPIERS -1/18/83 

4,368,538 -SPOT  FOCUS  EL  AS 
SOURCE-1/11/83 

4.368,513 -PARTIAL  ROLL  MOI1 
TRANSFER  FOR  CYCLIC  BULK 
MEMORY-1/11/83 


-DISPLAY  REFRESH 

WITH  VARIABLE  LINE  START 

1NG -1/11/83 

-PASSIVATION  OF  RIE 
ED  AL-BASEL)  ALLOY  FILMS 
IING  TO  REMOVE 
IN  ANTS  AM)  SURFACE  OXIDE 
li.ED  BY  OXIDA'I  K  nut 

—  DOCUMENT  FEE 
BED  MACHINES  SI 

-1/11/83 

-METHOD  AND  A 
.TIPLEXING  A  DAT 
ONDARY  SIGNALS 

HERMETICALLY 

-1/4/83 

-PLANAR  MUJLTI-L 
'ROCESS  W  ITH  BU 
K4/83 

-  FLAT  RATE  SPRI 
'LARLY  ADAPTED  1 
ItlTER  CARTRIDGE 

I- SITU  RATE  AND 
BR  FOR  SILICON 
fc— 1/4/83 

(-METHOD  OF  FAl 
(DYNAMIC  RAM  WI 
DRAIN  -1/4/83 

|— CYCLE CONTRU 
iROCESSOR  WITH 
PEED  CONTROL 
(-12/28/82 

authorizatioi 
|  ism  for  transfi 
Im  control  or  d 
In  different  adi 

[lAYTNG  D1FFEREN 
IT  KEYS -12/28/82 

I— MULTI-TRACK  H 
p-12/28/82 

-SEMICONDI  (  H 
tlC  TRANSPORT 

1-12/28/82 

TILT  AND  ROTA] 
iTJS  FOR  A  DISPLA 
IR-12/28/82 

/-TWO-SPEED 
LATING  MEMORY 
IRTIALLY  GOOD 
HENTS-I2/21/82 

5UPERCOMH  (  I 
J/21/82 

»J  STEM  FOR 
}LLfNG  THE  DURA! 
HE  INTERVAL  BETVi 
OF  DATA  IN  A  CON 
(PUTER  COMMUNK 
-12/21/82 

—  CHINES  E/KANJI 
ITION  SYSTEM— L 

-PATTERN  INSPE( 
METHOD  AND 

TUS- 12/21/82 

-PAPER  FEED  R( 
LY  FOR  A  TYPEWfl 
|i— 12/21/82 

L-SEMICONDUCTC 
|TED  CIRC  I  IT 
0NNECTIONS-12/S 

-MULTI-LAYERED 
/Ml  SILICON  MAI 

RTE-12/14/82 


4,363,919-HETEROFULVALENE 
GEMINAL  DITHIOLATE  COMPOUNDS 
AND  THEIR  SELENIUM  AND 
lllll  HUM  ANALOGS  AND  A  METHOD 
OF  FABRICATING  THE  SAME-12/14/82 

4,363,828 -METHOD  FOR  DEPOSITING 
SILICON  FILMS  AND  RELATED 
MATERIALS  RY  A  GLOW  IHSIHABGK  


4,363.124 -RECIRCULATING  LOOP 
MEMORY  ARRAY  TESTER-12/7/82 

4.363,110-  NON-VOLATILE  DYNAMIC 
RAM  CELL— 12/7/82 

4.363,093  -  PROCESSOR 
INTERCOMMUNICATION 
SYSTEM— 12/7/82 


4.362.843-  PROt  ESS  FOR  PRODUCING 
A  POLYMERIZED.  HEAT-RESISTANT 
LACOUER-12/7/82 

4.362,798-HYDRAZONE  AJND 

PY  RAZOL1NE  OR  ACETOSOL  YELLOW 

CONTAINING  CHARGE  TRANSPORT 

LAYER  PHI  IT( (CONDUCTOR  AND 

KI,K,CTHOI'HwnM;n,M'HU.I'mM.hss 


U.S.  Patent  4,382,286  was  one  of  four  issued  to 
IBM  on  Tuesday,  May  3.  This  invention  reduces  the 
time  for  transmitting  an  image  from  a  computer's  central 
processing  unit  to  its  display  unit. 

But  as  the  latest  addition  to  this  partial  list  of  IBM 
achievements  in  technology  and  science,  it  represents 
something  larger:  the  creativity  of  IBM  inventors. 

Over  the  last  25  years,  they've  been  granted  more 
than  11,000  patents. 

Their  innovations  and  discoveries  helped  IBM 
make  contributions  to  all  aspects  of  the  information 
processing  industry —from  typewriters  to  our  largest 
computers. 

For  instance,  our  most  advanced  disk  file  transfers 
data  at  3  million  characters  per  second,  the  fastest  rate 
available  in  a  production  unit.  Our  experimental 
288,000- bit  memory  chip  has  the  largest  capacity  yet 
reported  for  a  chip  produced  on  a  manufacturing  line. 
And  the  circuit  packaging  in  our  larger  computers  is  the 
densest  in  the  industry. 

Each  achievement,  no  matter  how  small  (or  how 
large),  contributes  to  making  IBM  products  faster,  less 
expensive,  easier  to  use  and  more  reliable. 

It's  all  part  of  IBM's  worldwide  commitment  to 
research  and  development. 

And  that's  the  patent  truth.  ==^=  = 


r_V-MOS  DEVICE  WITH 
IGNED  MULTIPLE 
IJDES -12/14/82 

j  — SIGNATURE  PRESENTATION 
I  AND  APPARATUS-12/14/82 


4,363,549-ELECTROMECHANICALLY 
OPERATED  FUSER  ROLL 
CLOSURE-12/14/82 

4,363 J2">  —  M EMI  )RY  READBACK 
CHECK  METHOD  AND 
APPARATUS-12/7/82 


4.363.044  — TRAY  FOR  MAGNETIC  DISK 
DRIVE  MACHINE-12/7/82 

4,362,977 -METHOD  AND  APPARATUS 
FOR  CALIBRATING  A  ROBOT  TO 
COMPENSATE  F(  >R  INACCURACY  OF 
THEROBOT-12/7/82 


AND  THEIR  SELENIUM  AND 
TELLURIUM  ANALOGS  AND  A  METHOD 
OF  FABRICATING  THE  SAME-12/7/82 

4.362.6U-OUADRUPOLE  R.E 
SPUTTERING  SYSTEM  HAVING  AN 
ANODE/CATHODE  SHIELD  AND  A 
Fl.l IATING  TARGET  SIIII  I.D-12/7/82 


Everyone  wants  a  piece  of  the  overnight 
courier  business — even  Purolator,  the  big- 
gest competitor  of  all. 


Attack  of  the 
invisible  giant 


By  Jeff  Blyskal 


What's  wrong  with  this  pic- 
ture? Three  men  carrying 
red,  blue  and  purple  parcels 
are  running  a  footrace  in  the  desert. 
Suddenly,  number  three  breaks  ahead 
of  number  two.  Airborne  Freight,  we 
are  told,  has  just  passed  Emery  in  the 
overnight  air  express  race.  Federal  Ex- 


press remains  number  one. 

Missing  is  a  Courier  from  Purola- 
tor— a  low-profile,  New  Jersey-based 
company  that  may  be  more  familiar 
to  your  auto  mechanic  than  to  your 
broker.  Fifteen  years  ago  it  only  man- 
ufactured filters  for  motor  vehicles, 
but  now  Purolator  also  moves  at  least 
50%  more  express  delivery  packages 
door-to-door  than  anyone  else. 


In  1982  three-fourths  of  Purolator's 
$750  million  in  sales  and  $68  million 
in  operating  profit  came  from  courier 
and  armored  car  services.  Purolator's 
25%  return  on  equity  just  tops  Federal 
Express'.  Federal's  dollar  sales  are  big- 
ger and  have  grown  faster,  but  Purola- 
tor is  working  to  close  the  gap. 

Last  February  the  company  moved 
more  aggressively  into  document 
transportation  by  introducing  its  2- 
ounce  PuroLetter  and  by  transforming 
its  Hiway  Pak  and  Sky  Pak  into  the  2- 
pound  PuroPak.  This  is  in  large  part 
the  work  of  William  Waltrip,  who  left 
Pan  American  for  Purolator  last  July. 
At  45,  he  is  heir  apparent  to  67-year- 
old  Frederick  Cook,  who  has  been 
chairman  since  1982.  Waltrip,  known 
as  a  gregarious,  effective  executive  at 
Pan  Am,  brings  a  fresh  competitive 
spirit  to  Purolator. 

Nowhere  is  this  more  evident  than 
in  documents.  As  of  Mar.  1,  Purolator 
was  moving  6,000  PuroLetters  a  night 
(one-seventh  of  Federal's  letter  vol- 
ume) and  an  estimated  32,000  Puro- 
Paks  (half  of  Federal's  similar  over- 
night envelope  volume).  Outsiders  ex- 
pect the  company's  document 
business  to  double  by  next  year. 


Why  fly  when  you  can  drive  ? 


William  Waltrip 


411 
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Absolutely,  positively  number  one 


Determining  who  leads  the  over- 
night package  delivery  business 
can  be  tough,  and  the  abundance  of 
clever  ad  copy  doesn't  help.  Federal 


Express  is  absolutely  number  one 
in  1982  revenues.  But  in  volume  of 
overnight  packages  shipped,  Puro- 
lator  is  positively  the  leader. 


Parent  company 


Overnight 
shipments 
(millions) 


Courier 
revenues 
(millions) 


Primary 
service 


Purolator 

Federal  Express 

United  Parcel  Service* 

US  Postal  Service 

Airborne  Freight 

Emery 

Pittston* 


52 
38 
32 
29 
6 
5 
5 


i  460 
1,000 
350 
360 
170 
150 
150 


ground 
air 

ground 
ground 


air 
air 
air 


'Estimate. 


Source:  Alex.  Brown  &  Sorts 


Federal,  however,  hardly  seems 
shaken.  After  the  PuroLetter  came 
out — at  an  $8.75  price  that  even  beats 
the  U.S.  Postal  Service's  $9.35  for  Ex- 
press Mail — Federal's  reaction  was 
haughty.  It  went  ahead  with  a  sched- 
uled price  boost  on  its  Overnight  Let- 
ter, from  $11  to  $12.50. 

Part  of  the  reason  competitors  often 
dismiss  Purolator  is  that  the  firm's 
delivery  network,  which  serves  twice 
as  many  locations  as  Federal,  is  heav- 
ily dependent  on  vans  and  line-haul 
trucks.  These,  however,  make  Purola- 
tor the  low-cost  producer.  Shipping 
via  highway  costs  up  to  60%  less  than 
by  air,  explains  Waltnp. 

Suppose  you  send  a  2-pound  Puro- 
Pak  and  Federal  Courier-Pak  from 
New  York  to  Washington,  D.C.  Both 
Federal  and  Purolator  pick  up  at  your 
office.  But  Federal  will  send  its  pack- 
age 900  miles  by  air  that  evening  to  its 
central  sorting  hub  in  hometown 
Memphis.  From  there  the  package 
wings  its  way  overnight  700  miles 
more  to  Washington  by  next  morning. 

Purolator,  on  the  other  hand, 
throws  its  PuroPak  onto  an  overnight 
truck  to  Washington,  a  250-mile  trip. 
It  is  delivered  the  same  morning  as 
the  Courier-Pak.  But  for  this  and  oth- 
er Purolator  deliveries  under  300 
miles,  the  charge  is  only  $13.25.  Fed- 
eral Express  customers  pay  $23.50,  re- 
gardless of  distance.  For  trips  of  more 
than  300  miles,  Purolator  goes  the  air 
hub  route,  too,  to  Columbus,  Ohio. 
But  it  still  charges  a  competitive 
$21.75.  "The  customer  doesn't  care 
how  you  move  the  package,  as  long  as 
it  gets  there  overnight,"  says  Waltnp. 

Purolator's  image  also  suffers  be- 
cause of  its  roots.  In  1967  Purolator, 
the  oil  filter  manufacturer,  bought 
American  Courier,  a  privately  held 
concern  that  specialized  in  hauling 
checks.  From  that  grew  Purolator's 
armored  car  operations,  now  second 
only  to  Brink's,  a  division  of  Pittston. 


By  the  mid-Seventies,  Purolator  began 
delivering  time-sensitive  commod- 
ities like  blood  plasma,  replacement 
parts  and  computer  data.  It  moved 
into  overnight  delivery  in  1978. 

Purolator's  Canadian  subsidiary  is 
another  reason  the  company  often 
gets  overlooked.  It  handles  about  a 
third  of  Waltnp's  shipments — quite 
profitably.  Canada,  with  its  problem- 
plagued  postal  service,  is  an  extreme- 
ly lucrative  market,  and  Purolator  has 
few  competitors  there. 

A  similar  situation  exists  overseas. 
Purolator  already  offers  second-  and 
third-day  service  to  Europe  and  the 
Middle  East.  "It  takes  ten  days  to  get  a 
delivery  to  some  parts  of  the  world  by 
postal  service.  There  is  tremendous 
demand  for  a  reliable  international 
courier,"  says  Waltnp,  "and  there's 
only  one  effective  operator — DHL 
[Worldwide  Courier  Express,  a  $50 
million-a-year  private  company] — so 
there's  room  for  competition." 

Even  as  Purolator  runs  faster  in  the 
growing  document  market,  however, 
the  company's  biggest  asset  may  still 
be  its  dependence  on  a  steady  com- 
modity business.  "With  55%  of  Feder- 
al's volume  coming  from  documents, 
it  is  vulnerable  to  electronic  mail," 
explains  Michael  Walker  of  Alex. 
Brown  &  Sons.  Right  now  Federal 
plans  to  spend  $60  million  to  offer 
two-hour  delivery  of  documents  via 
facsimile  transmission  by  1984.  But 
that  brings  added  risk  and  potential 
competition  with  other  electronic 
carriers.  The  machine  parts,  blood 
plasma  and  film  for  processing  that 
make  up  70%  of  Purolator's  volume, 
meanwhile,  aren't  likely  to  move  by 
satellite. 

In  dollar  terms  Purolator  isn't  about 
to  knock  Federal  out  of  the  box.  But 
with  Waltrip's  newly  aggressive 
stance,  it  will  be  harder  for  the  boys 
from  Memphis  to  ignore  their  high- 
volume  competitor.  ■ 


Want  to  take 
a  look  at  the 
biggest  economy 

Jfe  in  South 

c^m  America? 

Ill 


You  know  pretty  well  that  when  you  need  to 
reckon  or  identify  a  business  or  investment 
opportunity  in  far-away  regions,  you  need 
swift,  consistent,  reliable,  independent,  and 
safe  information ,  just  as  if  you  were 
collecting  it  by  yourself  on  the  very  spot. 
That's  why  Brazil  -  as  the  biggest  economy 
in  South  America  and  a  country  receiving 
massive  North- American  investments  -  is 

issuing  a  weekly  that  offers  you  a 
comprehensive  and  accurate  outlook  of  its 
economy:  The  New  York  Weekly  Edition. 
The  New  York  Weekly  Edition  is  published 
by  Gazeta  Mercantil  -  one  of  the  leading 
financial  newspapers  in  the  world -and 
gives  you  every  week  an  account  of  the 
ways  and  trends  of  Brazilian  economy , 
analyzed  by  highly  specialized  journalists. 

The  sections  of  the  New  York  Weekly 
Edition  are  your  best  tools  which  afford  you 

a  precise  analysis  and  evaluation  of  the 
momentum  of  Brazilian  economy  and  allow 

you  to  invest  safely  in  this  market. 
Take  your  subscription  now  and  get  in  direct 

touch  with  the  biggest  economy  in  South 
America.  Just  follow  the  instructions  below. 


NEW  YORK  WEEKLY  EDITION 
GAZETA  MERCANTIL 

THE  BRAZILIAN  ECONOMY  IN  DETAILS. 

NAME:  

COMPANY  

JOB  TITLE   

ADDRESS:  

CITY/STATE:   

ZIP/COUNTRY:  

YOUR  SIGNATURE.   


PLEASE  FILL  IN  THE  DETAILS  ABOVE  AND  MAIL 
THECOUPON  WITH  YOUR  CHECK 
SUBSCRIPTION  TO  NEW  YORK  WEEKLY  EDIT  ION 
FOR 52  ISSUES  =  US$  185  00PAYABLE  TO  CAYMEL 
CO.  LTD  415  HALSTEAD  AVE..  2ND  FLOOR 
M  AMARONECK.  NY  10543 
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Streetwalker 


Measuring  Measurex 

There's  nothing  colder  than  yester- 
day's hot  issue — and  not  always  un- 
justifiably so.  Consider  Cupertino, 
Calif. 's  Measurex  Corp.,  which  makes 
sensor-based  computer  systems  main- 
ly for  the  paper  industry.  As  recently 
as  1979,  Measurex  sizzled.  It  sold  for 
nearly  $50  a  share,  17  times  earnings, 
for  a  total  value  of  $  1 80  million,  based 
on  its  3.6  million  outstanding  shares. 
But  Measurex  stumbled  and  slipped 
into  the  red  last  year.  The  stock  col- 
lapsed, going  all  the  way  down  to  13. 
Though  it  has  since  recovered  to  26 'A, 
the  stock  still  sold  below  book  value 
until  April,  and  the  market  capitaliza- 
tion is  only  $94  million,  around  half 
what  it  was  four  years  ago.  And  how's 
the  company  doing?  Much  better.  It 
has  recently  introduced  a  new  control 
system  aimed  at  reducing  its  depen- 
dence on  the  paper  manufacturers. 
First  quarter  Measurex  showed  20 
cents  a  share  in  profits,  vs.  5  cents  last 
year.  Savvy  analysts  are  looking  for  $1 
for  the  full  year  and  at  least  $2  the 
next.  Meanwhile,  some  smart  outfits 
have  accumulated  the  stock:  Besse- 
mer Securities,  Wellington  Manage- 
ment/Thorndike  and  partners  of  a 
prominent  investment  firm  buying  it 
for  their  own  accounts.  Will  the  cool 
get  hot  again? 


Riding  for  a  fall? 

Looking  for  an  attractive  sale?  Ana- 
lyst Arthur  L.  Smith  of  New  York's 
Oppenheimer  &  Co.  suggests  Hous- 
ton-based Rowan  Cos.,  recently  sell- 
ing at  14'/>,  up  20%  since  mid-May 
and  off  the  floor  from  as  low  as  7  last 
year.  Rowan  has  risen,  of  course,  on 
news  of  the  $3.5  billion  bid  for  off- 
shore Gulf  of  Mexico  leases.  This  is 
supposed  to  be  big  news  for  Rowan, 
which  derives  almost  all  its  $400  mil- 
lion in  revenues  from  the  leasing  of 
offshore  drilling  rigs.  But  Smith 
thinks  the  optimism  is  wildly  mis- 
placed. With  nearly  a  quarter  of  the 
world's  offshore  rigs  scheduled  to  be 
laid  up  by  year-end,  the  new  leases 
will  absorb  only  a  small  portion  of 
these,  not  enough  to  firm  prices. 
Smith  thinks  Rowan  is  in  the  red  to 
the  tune  of  35  cents  a  share  this  year 
and  heading  for  $1  in  red  ink  next 
year.  "Were  you  to  liquidate  the  com- 
pany," says  Smith,  "the  assets  would 
fetch  only  80%  of  book."  With  book 
value  at  $10  a  share,  he  is  estimating 
breakup  value  at  about  $8.  "How,"  he 
asks,  "can  such  a  stock  be  worth  $15  a 


Offshore  oil  rig 


The  Gulf  lease  sale  means  peanuts. 


share  when  it's  so  poorly  positioned?" 
While  Smith  thinks  Rowan  is  the 
most  overpriced  of  the  drilling  com- 
panies he  follows,  he  finds  them  all  an 
attractive  sale.  His  sell  list  includes: 
ODECO,  Reading  &  Bates,  Zapata, 
Western  Co.  of  North  America, 
SEDCO,  Global  Marine  and  Atwood 
Oceanics. 


Of  Sosnoff 
and  Sulzbergers 

Nice  of  the  Ochs  Trust.  This  family 
trust,  which  controls  the  New  York 
Times,  recently  offered  the  public 
800,000  Class  A  shares  in  the  august 
parent  company.  The  price:  665/s. 
Within  two  weeks  the  shares  were  up 
to  78.  Had  the  trust  waited  a  bit,  the 
trust  would  have  been  nearly  $10  mil- 
lion richer. 

Meanwhile,  chuckling  all  the  way  to 
the  bank  is  Martin  Sosnoff,  a  onetime 
journalist  himself  who  has  become  a 
wealthy  speculator  and  money  man- 
ager. The  latest  surge  in  Times  stock 
left  Sosnoff  and  his  clients  richer  by 
about  $10  million;  Sosnoff 's  Atalanta/ 
Sosnoff  Capital  Corp.  owns  over  9%  of 
the  Times  Class  A  stock.  Sosnoff  hasn't 
sold  a  share  and  says  he  doesn't  intend 
to  at  anything  like  current  prices.  Says 
he:  "Even  in  the  present  market  the 
Times  P/E  is  under  15  on  operating 
earnings,  or  at  the  lower  end  of  the 
communications  group."  Sosnoff  may 
profit  handsomely  from  owning  Times 
stock,  but  he  can  probably  forget  about 
a  seat  on  the  board.  His  shares  have 
limited  voting  power,  as  control  rests 
firmly  in  the  hands  of  Publisher  Arthur 
(Punch)  Sulzberger.  Oh  well,  Marty, 
you  can't  have  everything. 


Better  late  than  never 

Remember  the  Dow  Theory?  One  of 
its  prime  tenets  was  that  you  don't 
have  a  true  bull  market  if  only  the 
Dow  Jones  industrial  average  hits 
new  highs.  You  need  confirmation 
from  the  Dow  Jones  transportation 
average.  On  that  basis  the  bull  market 
became  official  in  early  October  when 
the  transportation  index  sailed 
through  its  previous  alltimc  high,  the 
industrials  having  done  so  seven  fi 
weeks  earlier.  It  took  the  transporta-  ■ 
tion  index  longer  because  it  had  far- 
ther to  go  to  pass  the  old  high.  Would 
you  have  missed  the  bull  market  had 
you  waited  for  the  confirmation?  « 
About  half  of  it,  which  is  a  high  price 
to  pay  for  a  confirmation.  Robert  Sto- 
vall  of  Dean  Witter  Reynolds  is  an  old 
follower  of  this  and  other  theories, 
and  he  says:  "It's  not  a  leading  indica- 
tor but  a  confirming  one.  It  frequently 
comes  late,  but  when  it  comes  it's 
loud  and  clear."  Maybe  so,  but  we'd 
hate  to  wait  that  long  in  a  declining 
market  before  finding  out  whether  it 
was  the  real  thing  or  not. 


Getting  rich  quick 

Not  all  of  today's  new  multimillion-  ig 
aires  are  computer  and  software  ge-  nl 
nuises.  Take  Leslie  Quick  Jr.,  57,  a  ut 
former   Forbes   Inc.   executive.   He  u 
started  his  own  discount  brokerage 
firm  nine  years  ago  with  $100,000  in 
cash  and  $125,000  in  borrowed  mon- 
ey. Quick  &  Reilly  (Reilly  has  long 
since  departed)  will  go  public  at  an  | 
offering  price  that  values  the  outfit  at  k 
a  nice  round  $100  million. 

Now  that's  pretty  good,  running  | 
$100,000  into  $100  million  in  less  hf 
than  ten  years,  but  that's  not  all. 
When  Bear,  Stearns  finishes  with  its 
public  offering,  the  Quick  family  will 
still  own  60%  of  the  6.2  million  ( 
shares,  and  they  will  pocket  $12  mil- 
lion in  cash.  What  will  the  new  share- 
holders get?  A  stock  valued  at  14 
times  the  latest  12  months'  earnings 
and  3.6  times  book  value.  Quick  & 
Reilly  has  done  a  masterful  job  of 
marketing:  concentrating  on  services, 
advertising  heavily  and  pricing  its  ser- 
vices well  above  those  of  rival  dis- 
count houses  but  well  below  those  of 
full-price  brokers.  By  not  paying  inter- 
est on  idle  cash  balances  (rival  Fidel- 
ity Brokerage  Services  does,  for  exam- 
ple), Quick  &  Reilly  manages  to  earn 
hefty  operating  profits.  Can  it  contin- 
ue to  do  so  in  a  highly  competitive 
business?  Will  its  almost  total  lack  of 
diversification  in  the  financial  ser- 
vices market  be  a  handicap  or  an  as- 
set? Time  will  tell. — Thomas  Jaffe 
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weight  railroads 
are  one  of 
tie  three  largest 
private  users 
of  computers  in 
le  United  States. 


!  )plication  of  computer  technology  in  the 
i  road  industry  may  be  more  diverse  than 
ly  other  industry,  even  airlines  and  bank- 
13.  Railroad  computers  help  plot  the  best 
i  ibination  of  cargo,  design  more  efficient 
stings  and  make  the  maximum  possible 
use  of  all  available  cars  and  tracks.  And 
computers  are  being  used  to  control 
signals  and  switching;  to  monitor  the 
i  condition  of  track,  roadbed  and  freight 
cars;  to  test  new  equipment;  and  to 
i  rease  railroad  fuel-efficiency  even  more. 
ie  results  are  quietly  spectacular— more 
ht  moving  more  efficiently  and  requiring 
fuel.  No  wonder  railroads  are  outselling 
leir  competitors.  Freight  railroads  are  on 
the  move  and  proud  of  it. 
For  more  information,  write: 
Technology,  Dept.  121  ,  Association 
of  American  Railroads,  1920  L  St.,  N.W., 
Washington,  D.C.  20036. 


ASM  OATK  >N 
OK  AMERICAN 
RAILROADS 


FREIGHT  RAILROADS 
ARE  ON  THE  MOVE. 


Corporate  Headquarters,  17332  Von  Karman,  PO.  Box  18347,  Irvine.  CA  92714  •  c  1983  Alpha  Micro,  all  rights  reserved 
AMOS  is  a  registered  trademark  of  Alpha  Micro.  Apple  is  a  registered  trademark  ot  Apple  Computer  Co..  Inc. 


t  will  take  you  to  22  users.  And  our  big- 
t  system  will  take  you  to  over  forty 
ers  without  even  puffing. 

ere's  something  else  you  should  know: 
A  lot  of  so-called  "expandable"  systems 
wke  you  switch  software  as  you  grow.  Not 
toha  Micro. 

All  our  systems  operate  on  AMOS;  a  * 
iulti-user,  multi-tasking  system  developed 
:  bring  out  all  the  goodness  we  built  into 

•ery  68000-based  unit.  And  we  have  all 

3  software  packages  you  need  to  do 
i'9rd  processing,  spread  sheets,  inventory 

introl,  scientific  research,  and  more. 


As  for  service,  you're  covered  there, 
too.  We  have  an  international  network  of 
factory-trained  specialists  to  give  you  all 
the  service  and  support  you'll  ever  need. 

Call  800-854-8406  and  ask  about  an 
Alpha  Micro  system.  (In  California,  call 
collect  714-641-0386.) 

It's  the  small  business  computer  system 
that  polishes  off  the  Apple. 

ALPHA  MICRO 

Everything  a  computer's  supposed  to  be.  Except  expensive. 


Charles  Wohlstetter  foresaw  years  ago  that 
the  breakup  of  AT&T  would  threaten  his 
Continental  Telephone.  So  he  decided  to 
make  it  into  ... 


Another  AT&T 


By  Subrata  N.  Chakravarty 

T|he  payoff  has  long  seemed  just 
around  the  next  bend,  but 
Charles  Wohlstetter  believes  he 
now  can  see  it  clearly.  "Nineteen 
eighty-four,"  he  says,  "is  the  year  of 
rewards." 

He  means  rewards  for  his  22-year- 
old  Continental  Telecom  (formerly 
Continental  Telephone),  or  Contel. 
Wohlstetter,  now  in  his  70s,  founded 
the  company  in  1961  after  a  brokerage 
career  on  Wall  Street. 
Wohlstetter  was  a  student 
of  the  Prussian  military's 
Kriegspiel  (literally,  "war 
game"),  requiring  contin- 
gency planning  for  war 
with  every  potential  com- 
batant. Wohlstetter's  tar- 
gets were  the  country's 
4,600  independent  tele- 
phone companies.  He  de- 
veloped detailed  profiles 
of  all  of  them  and  calcu- 
lated acquisition  prices 
for  each.  With  his  home- 
work done,  Wohlstetter 
sortied  by  airplane  into 
the  independents'  terri- 
tories armed  with  Conti- 
nental Telephone  stock 
(which  sold  as  high  as  45 
times  earnings),  offering 
good  prices  and  quick  de- 
cisions to  small  telephone  company 
owners  who  would  sell.  Over  the  next 
seven  years  Contel  bought  600  tele- 
phone companies,  almost  one  every 
four  days. 

It  was  a  promising  start  for  a  na- 
scent telephone  empire,  but  the  long 
anticipated  breakup  of  a  far  more 
powerful  empire,  American  Tele- 
phone &  Telegraph's,  spelled  trouble 
for  Contel.  Wohlstetter,  nothing  if 
not  a  contingency  planner,  saw  it 


coming  as  early  as  1975.  Contel  was 
getting  60%  of  its  revenues  from 
AT&T's  toll  settlement  payments 
(the  subsidy  from  the  highly  profit- 
able long-distance  business  to  local 
service).  Those  revenues  would 
shrink  after  an  AT&T  breakup.  To 
offset  the  shrinkage,  local-service 
rates  would  have  to  rise  sharply, 
slowing  growth.  Wohlstetter  decided 
that  he  must  reduce  Contel's  depen- 
dence on  the  telephone  business, 
which  at  the  time  accounted  for 
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Contel  founder  Charles  Wohlstetter  with  model  Spacec 
Waiting  for  1984. 


more  than  90%  of  Contel's  revenues. 
With  the  breakup  of  AT&T,  he  saw 
an  opportunity  to  create  a  new 
AT&T  by  diversifying  through  the 
field  of  telecommunications. 

With  the  help  of  Salomon  Brothers, 
Contel  chose  to  acquire  rather  than 
start  its  own  new  businesses.  Wohl- 
stetter, after  all,  created  the  company 
through  acquisition.  "You  can  start 
from  scratch,  which  is  very  costly  and 
very  dicey,"  says  Wohlstetter.  "Or 


you  buy  a  company  that  has  the  ele- 
ments and  you  pay  a  little  more,  but 
you  telescope  time." 

As  a  consequence,  Contel  now  owns 
Executonc,  which  commands  about 
35%  of  the  non-Bell  market  for  small- 
business  private  phone  exchanges 
handling  between  2  and  100  lines,  and 
10%  of  the  non-Bell  market  for  private 
branch  exchanges  of  between  100  and 
5,000  lines.  CADO  Systems,  acquired 
this  year,  makes  small  business  com- 
puters. Both  companies  ran  into  trou- 
ble last  year  with  new  product  intro- 
ductions, but  Executone's  $4  million 
loss  was  more  than  offset  by  the  profits 
from  Contel  Supply,  a  sales  and  distri- 
bution organization  for  telephone  and 
computer  equipment,  and  Contel 
Credit,  a  financing  company.  Both  Ex- 
ecutone  and  CADO  are  firmly  in  the 
black  this  year. 

To  exploit  the  big  business  and  gov- 
ernmental telecommunications  mar- 
kets, Contel  has  two  joint  ventures 
with  Fairchild  Industries:  American 
Satellite  and  Space  Communications 
(Spacecom).  Contel  picked  up  its  50% 
interest  in  American  Satellite,  which 
had  run  up  heavy  losses  for  years,  at 
an  adjusted  book  value  of  $  1 7  million.' 
The  satellite  company  sells  telecon- 
ference, voice  and  data  transmission 
services  to  big  corporations,  including 
Allstate  and  Lockheed, 
and  provides  facsimile 
transmission  for  the  Gan- 
nett plants  that  print  the 
new  national  daily,  USA 
Today.  Last  year  American 
Satellite  turned  profit- 
able, earning  $2  million 
on  $44  million  in  rev- 
enues. The  satellite  firm 
should  do  far  better  this 
year.  Because  Wohlstetter 
"didn't  like  landlords," 
American  Satellite,  which 
leased  from  •  Western 
Union's  Westar  satellite 
system,  bought  20%  of 
that  system. 

Together    with  Fair- 
child,  Contel  also  bought 
om  satellite    50%  of  Western  Union's 
Spacecom    satellite  sys- 

  tern.    Spacecom    has  a 

NASA  contract  to  design  and  operate 
a  data  relay  satellite  system  that  will 
permit  communications  between  oth- 
er satellites  and  a  single  ground  sta- 
tion. Contel  and  Fairchild  have  re- 
cently bought  the  rest  of  Western 
Union's  interest  in  Spacecom  for 
$11.5  million.  Subsequently,  for  giv- 
ing up  its  commercial  exploitation 
rights  to  the  relay  system,  Spacecom 
got  $35  million  from  NASA  (of  which 
Western  Union  will  keep  half  as  part 
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of  the  buyout  deal),  additional  NASA 
contracts,  and  elimination  of  any 
risk  from  possible  cost  overruns.  The 
ten-year,  $2  billion  NASA/Western 
Union  contract  stays  with  Space- 
corn.  The  deal  should  help  Spacecom 
win  other  government  work. 

In  addition,  Contel  has  acquired 
firms  in  directory  publishing,  remote 
processing  services  and  computer 
software  packaging.  And  its  construc- 
tion group  designs,  builds  and  main- 
tains communications  systems, 
mostly  abroad.  The  group  returned  to 
profitability  last  year  after  two  years 
of  losses  on  operations.  Contel  Page, 
the  leading  construction  subsidiary,  is 
bidding  on  big  contracts  with  both 
American  Satellite  and  Spacecom. 

It  all  makes  Contel  one  of  the  few 
companies  able  to  compete  head-on 


Wohlstetter  sort  ted  by  air- 
plane   into    the  indepen- 
dents'  territories,  offering 
I  good  prices  and  quick,  deci- 
i  sions    to   phone  company 
owners  who  would  sell.  In 
i  seven  years,  Contel  bought 
-  600  companies — about  one 
every  four  days. 


with  AT&T  in  communications.  "We 
can  handle  just  about  anyone's  com- 
munications needs,"  says  James  V. 
Napier,  Contel's  longtime  president 
who  became  CEO  last  month.  "We  can 
design  a  network,  engineer  it,  con- 
struct it  and  install  it.  We  can  design 
the  software  to  make  the  system  work. 
We  can  operate  it  and  maintain  it." 

But  unlike  its  giant  competitor, 
Contel  will  remain  entrenched  in  ba- 
sic telephone  service.  Some  $3.4  bil- 
lion of  its  assets  is  employed  in  1,900 
phone  systems  in  38  states  serving 
more  than  2  million  customers,  main- 
ly rural.  Contel  will  spend  $2.6  billion 
over  the  next  five  years  to  modernize 
its  exchanges,  some  of  which  still 
serve  party-line  customers.  Higher 
telephone  rates,  based  on  the  rates  of 
return  permitted  by  regulation  rather 
than  AT&T's  toll  settlements,  plus 
new  services  made  possible  by  mod- 
ernization will,  Napier  says,  finance 
the  investment  through  internally 
generated  cash  and  help  Contel  avoid 
adding  to  its  already  large  debt. 

In  short,  bigger  profits  from  its 
newer  businesses  seem  imminent, 
and  the  patience  of  Contel's  share- 
holders may  finally  be  rewarded,  as 
Wohlstetter  believes,  next  year.  "We 
have  everything  in  place,"  he  says. 
"Now  it's  making  the  things  we  have 
work  and  grow."  ■ 
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Watch  history  being  made. 
Seiko  introduces  the  world's  first  analog  quartz  chronograph. 

SEIKO 

Setting  the  standard  for  the  world,  for  the  future. 


American  Library  Association 


go  for  it!  use  your  library 
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GE  and  Dim  &  Bradstreet,  smart  compa- 
nies both,  are  shedding  television  stations. 
Does  that  signal  the  decline  of  commercial 
TV?  Not  a  chance. 

Where  else  can 
you  go? 


By  Paul  B.  Brown 

When  General  Electric  and 
Dun  &  Bradstreet  recently 
announced  they  were  selling 
their  television  stations,  there  was  a 
chorus  of  I-told-you-sos  from  the 
seers  who  have  been  predicting  the 
demise  of  commercial  television. 
Surely  GE  and  D&B  had  recognized 
the  top  of  the  market  and  were  selling 
before  free  TV  was  done  in  by  cable 
and  Laveme  &  Shirley.  GE's  and  D&B's 
explanation  that  their  assets  could  be 
better  employed  outside  commercial 
television,  skeptics  said,  was  a  typical 
corporate  circumlocution.  What  was 
really  happening  was  that  they  were 
selling  out  at  the  top. 

Well,  GE  and  D&B  are  selling  at  a 
top.  However,  the  top  is  still  rising. 
Demand  for  commercial  TV  stations, 
already  strong,  keeps  getting  stronger. 
Yet  the  networks'  share  of  the  TV 
audience  has  shrunk  to  77%  of  prime- 
time  viewers  this  past  season,  from 
84%  in  the  1980-81  season. 

"It  means  that  cable  and  the  inde- 
pendent stations  are  growing,"  says  R. 
Joseph  Fuchs,  a  media  analyst  for  Kid- 
der, Peabody.  "Still,  on  average,  more 
than  50%  of  all  American  households 
were  tuned  to  a  network  television 
program  every  single  night  this  sea- 
son. If  you  are  a  national  advertiser 
who  has  to  reach  that  audience,  you 
really  don't  have  a  hell  of  a  lot  of 
choice  of  where  you  are  going  to  go." 

No  question:  TV  is  an  efficient  me- 
dium for  reaching  mass  consumers. 
Even  at  up  to  $400,000  for  a  30-second 
spot,  the  cost  of  reaching  1,000  televi- 
sion viewers  works  out  to  only  $3  to 
$8.  By  contrast,  it  can  cost  $10  to  $20 
to  reach  1,000  newspaper  readers.  So 
long  as  such  differentials  exist,  TV 
broadcasters  can  keep  jacking  up 
rates.  Because  TV  stations  typically 
sell  for  a  price  around  10  times  their 


cash  flow,  higher  ad  rates  almost  nec- 
essarily mean  higher  station  prices. 
And  there  are  lots  of  would-be  buyers 
out  there.  "How  many  other  busi- 
nesses do  you  know  with  an  average 
pretax  margin  of  30%?"  asks  Ellen 
Berland  Gibbs,  an  analyst  for  Gold- 
man, Sachs.  "A  lot  of  people  want  in. 
This  is  a  very  profitable  business." 
So  why  sell  at  all?  To  a  degree,  tax 


breaks  encourage  the  sale  of  profitable 
TV  stations.  For  sellers  a  sale  offers  a 
chance  to  cash  in,  at  capital-gains  tax 
rates,  on  stations'  increased  earnings 
and  market  value.  Without  selling,  an 
owner  who  had  owned  a  station  for 
many  years  would  have  exhausted  his 
depreciation  and  thus  would  be  taxed 
on  almost  all  of  the  rising  stream  of 
operating  earnings.  Why  pay  taxes, 
when  you  can  cash  in?  Buyers,  on  the 
other  hand,  can  begin  depreciating  the 
stations  all  over  again  with  much 
larger  deductions  based  on  the  sta- 
tions' enhanced  market  value,  and 
shelter  more  of  the  stations'  earnings. 


That  market  value  has  risen  rapid- 
ly, according  to  Blackburn  &.  Co.,  a 
leading  media  brokerage  firm.  In  1969 
Capitol  Broadcasting  bought  KKTV, 
the  CBS  affiliate  in  Colorado  Springs, 
for  $2.1  million.  The  station  sold  for 
$15.5  million  last  year.  AVCO  sold 
WDTN,  the  ABC  affiliate  in  Dayton, 
to  Grinnell  College  in  1976  for  $12.9 
million.  In  1981  the  Iowa  college  sold 
it  to  Hearst  for  $49  million. 

It  could  be,  of  course,  that  GE  and 
D&B  simply  figured  prices  couldn't 
keep  inflating  at  such  rates.  D&B 
won't  discuss  its  sale  except  for  a  press 
release  that  asserts  "the  long-term  in- 
terest of  D&B  will  be  best  served  by 
redeploying  these  assets  into  the  main- 
stream of  the  business  services  and 
information  industry."  But  that  only 
tells  you  D&.B  didn't  feel  comfortable 
in  show  biz;  it  tells  you  little  about  the 
internal  calculations  that  determined 
the  board  to  cash  in. 

Whatever  they  were,  those  calcula- 
tions produced  some  juicy  figures. 
The  five  stations  for  sale  in  Tulsa, 
Sacramento,  Indianapolis,  Ft.  Wayne 
and  Norfolk  are  expected  to  bring 
more  than  $250  million,  or  about  4 
times  what  D&B  paid  for  them.  D&B 
bought  all  but  the  Norfolk  station  in 
1971  for  an  estimated  $70  million  in 
stock.  WVEC  in  Norfolk  was  added  in 
1980.  D&B  owns  a  sixth  station, 
KHOU,  the  CBS  affiliate  in  Houston, 
which  it  will  sell  later.  The  one  sta- 
tion alone,  in  the  heart  of  the  Sunbelt, 
will  probably  sell  for  close  to  $300 
million.  D&B's  decision  to  exit  show 
business  will  do  wonders  for  its  al- 
ready rich  balance  sheet. 

Why  is  General  Electric  getting 
out?  GE  executive  Scott  S.  Anderson 
says  this:  "Broadcasting  for  GE  is  a 
very  small  part  of  our  operation."  An- 
derson is  overseeing  GE's  sale  of  two 
of  its  three  TV  stations  and  eight  radio 
stations  which  together  fetch  GE  only 
$100  million  of  its  total  revenues  of 
$26.5  billion.  Anderson  says  GE's 
broadcast  group,  only  39th  in  size  in 
the  country,  offends  GE's  conviction 
that  it  should  rank  first  or  second  in 
each  of  the  industries  in  which  it  does 
business.  Anderson  says  GE  made  an 
exception  for  its  Denver  station  be- 
cause of  the  "fantastic  growth  poten- 
tial of  the  market." 

GE  has  agreed  to  sell  its  ABC  affiliate 
in  Nashville  to  Knight-Ridder  for  $37 
million  and  the  CBS  affiliate  in  the 
Albany-Schenectady-Troy  region  to  a 
group  of  investors  headed  by  former 
CBS  President  John  D.  Backe  for  $35 
million.  Both  deals  need  FCC  approval. 

D&B  and  GE  are  cashing  in  their 
chips.  But  commercial  television  a  de- 
clining industry?  No  way.  ■ 
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require  more  Vhau^nL, 


Kkkter, Peabody 
offers  tax-advantaged 
investments  that 
provide  income 
as  weU  as  shelter. 

If  you're  in  a  position  to  need  shelter 
for  your  income,  you're  fortunate 
indeed.  But  even  the  most  fortunate 
can't  afford  to  take  imprudent  risks. 

Tax-advantaged  investments 
based  on  sound  economics  can  pro- 
vide many  benefits.  They  should,  of 
course,  offer  a  significant  reduction 
of  current  tax  liability  and  relief  from 
short-term  capital  gains  tax.  At  the 


same  time,  these  investments  should 
provide  for  the  conversion  of  ordi- 
nary income  into  long-term  capital 
gains  as  well  as  generate  appreciable 
tax-free  income  on  a  regular  basis. 
Most  importantly,  they  should  build 
greater  wealth.  But  there  are  so  many 
apparent  investment  opportunities 
available,  how  do  you  find  ones  that 
meet  your  specific  needs? 

At  Kidder,  Peabodyyou 
benefit  from  two  layers  of  thinking. 
From  stockbrokers  experienced  in 
helping  upper  income  individuals  get 
the  most  from  their  investable  dollars. 
And,  from  specialists  in  our  Tax 
Incentive  Group  and  our  Corporate 


Finance  Department.  Together,  these 
experts  identify  industries  that  are 
growing  noticeably  faster  than  the 
economy.  Then  they  originate  tax- 
advantaged  investments  that  meet 
both  Kidder,  Peabody's  stringent 
standards  and  those  of  our  clientele. 

Kidder,  Peabody  can  help 
tailor  tax-advantaged  investments  to 
fit  your  special  needs.  Simply  talk 
with  one  of  our  brokers  at  the  Kidder, 
Peabody  office  nearest  you. 

llliP  Kidder,  Peabody 

INCORPORATED 

founiti  1865 

1H                  Mrmbrrs  NiwYork  anil  Aminian  Slctk  Eir*«njM 
 over  60  offices  worldwide  /  Member  SiPC  


Boeings  customers  are  losing  money,  its 
orders  are  at  an  alltime  low,  yet  its  stock  is 
near  a  historic  high.  Who  says  the  market 
doesn 't  anticipate? 


Holding  for  takeoff 


By  Howard  Banks 


From  adversity  comes  strength. 
Many  major  U.S.  companies,  as 
we  know,  have  used  the  long  reces- 
sion to  work  themselves  into  lean, 
competitive  shape.  They  are  now 
poised  for  a  surge  of  profitability  on 
almost  any  solid  increase  in  sales.  But 
perhaps  no  major  company  is  as 
poised  as  Boeing  Co.,  the  world's  pre- 


mier airplane  manufacturer. 

The  pride  of  Seattle  has  developed 
and  launched  two  new  airliners,  the 
767  and  757,  in  the  last  four  years.  It 
has  poured  $2.5  billion  into  new  ma- 
chinery and  buildings,  including  $500 
million  on  computers  and  computer- 
controlled  manufacturing.  And  it  has 
diversified  its  military  business,  so 
that  losing  one  contract  is  only  pain- 
ful and  not  a  disaster.  Yet  at  the  end  of 


all  that,  in  a  witheringly  poor  period 
for  airplane  sales,  Boeing  is  holding 
nearly  $300  million  in  cash  and  has 
only  $315  million  in  long-term  debt, 
against  $2.7  billion  in  equity. 

The  $3  billion  revolving  credit  line, 
which  Chairman  T.  A.  Wilson  ar- 
ranged in  anticipation  of  the  enor- 
mous cash  demands  of  simultaneous- 
ly launching  the  757  and  767,  is  barely 
touched  and  has  been  cut  to  $2.5  bil- 
lion. The  first  major  use  of  this  credit 
line  is  now  expected  this  fall.  And 
earnings,  which  fell  23%  last  year,  to 
$364  million — $3.02  a  share — are 
turning  up  in  1983.  First-quarter  earn- 
ings were  up  47.6%  on  a  30%  rise  in 
sales.  Wolfgang  Demisch,  First  Bos- 
ton's highly  regarded  aerospace  ex- 
pert, sees  the  company  earning  at 
least  $3.60  a  share  this  year  on  rev- 
enues of  close  to  $1 1  billion. 

Deliveries  of  the  767  and  757  have 
now  begun,  so  payments  are  coming 
in.  With  the  research  and  develop- 
ment costs  expensed,  as  is  conserva- 
tive Boeing's  custom,  there  will  be  no 
surprises  in  the  accounts.  More  im- 
portant, there  was  no  cost  overrun  or 
lateness  on  either  program,  for  which 
contingencies  were  built  into  the  fi- 
nancial forecasts.  In  fact,  both  aircraft 


Boeing  Chairman  Thornton  Arnold  (lee)  Wilson  at  the  controls  of  a  767 

Poisedjor  takeoff,  but  piloting  the  company  "as  if  we  thought  recession  would  last  indefinitely." 
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came  out  with  performance  figures 
ahead  of  the  minimum  guarantees  of- 
fered to  the  airlines.  This  is  the  first 
time  that  has  happened  since  the 
highly  successful  727  model  was 
launched  23  years  ago. 

The  stock  market  seems  confident. 
Boeing's  recent  price  of  40%  is  not  far 
off  its  historic  high  of  45%  (in  the 
record  earnings  year  1980).  Nor  is  it 
that  far  below  50,  a  price  level  that 
several  times  has  brought  on  a  stock 
split. 

But  Tee  Wilson,  as  he  is  universally 
known  (the  T.A.  stands  for  Thornton 
Arnold),  shies  like  a  racehorse  at  the 
mention  of  such  optimism.  "We  have 
chosen  to  conduct  our  affairs  as  if  we 
thought  that  the  recession  would  last 
indefinitely,"  says  Wilson. 

Boeing's  customers,  of  course, 
don't  have  to  pretend.  The  air- 
lines have  been  losing  their  collective 
shirt.  U.S.  airlines  made  a  record  oper- 
ating loss  in  the  first  quarter  of  1983, 
while  international  airlines  made  a 
collective  loss  of  some  $2  billion  last 
year.  New  plane  orders  are  at  a  low 
point.  One  less-than-happy  reason  be- 
hind Boeing's  reduced  need  for  cash  is 
that  the  need  to  finance  inventory  is 
also  way  down.  "That's  a  help  we 
would  just  as  soon  not  have  had,"  says 
Wilson  with  a  wry  laugh.  Boeing  sold 
105  airliners  in  1982,  down  from  224 
the  previous  year  and  well  below 
198 l's  peak  of  361. 

Inhibiting  a  recovery  of  orders  is  the 
large  number — perhaps  500 — of  sec- 
ondhand jets  overhanging  the  market. 
Fuel  prices  are  down,  so  there  is  less 
pressure  to  buy  new,  more  efficient 
aircraft.  Giveaways  are  an  accepted 
part  of  selling  to  U.S.  airlines.  The 
deal  that  American  Airlines  and  TWA 
had  wrung  from  hard-pressed  McDon- 
nell Douglas  (Forbes,  Dec.  21,  1982) 
forced  Boeing  to  do  the  same  sort  of 
thing  for  Delta,  one  of  the  few  U.S. 
majors  that  easily  could  have  afforded 
to  buy  its  planes.  "The  opportunity 
presented  itself  to  us,  and  we  took  it," 
says  Bob  Openlander,  Delta's  finance 
vice  president,  with  understandable 
delight. 

Yet  even  in  the  stricken  airline 
business,  there  are  signs  of  spring. 
Passenger  traffic  for  U.S.  airlines  in- 
creased almost  10%  in  the  first  four 
months  of  1983.  Traffic  equals  profits 
in  this  highly  leveraged  business. 
"Each  1%  increase  in  traffic  is  $350 
million  a  year  extra  revenue"  for  the 
U.S.  system,  points  out  the  Air  Trans- 
port Association's  George  James.  And 
history  shows  that  once  the  airlines 
record  four  consecutive  profitable 
quarters,  they  start  spending  on  new 
equipment.   The   international  air- 


lines, which  Wilson  expects  to  ac- 
count for  almost  60%  of  future  com- 
mercial sales,  will  order  new  equip- 
ment if  traffic  is  growing.  They  will 
get  money  from  their  governments  or, 
more  often,  subsidized  export  credit 
finance.  The  Reagan  Administration 
has  given  the  U.S.  Export-Import 
Bank  (Boeing's  Bank,  as  it  is  called) 
more  to  lend,  now  that  interest  rates 
are  down. 

Is  it  foolish  for  the  airlines  to  rush 
to  spend  recovering  profits  after  accu- 
mulating three  years  of  red  ink?  In  the 
comfortable  days  of  regulated  compe- 
tition, perhaps  not.  But  in  today's 
competitive,  deregulated  environ- 
ment, having  the  latest  and  most  effi- 
cient equipment  is  a  necessity.  The 
new  airliners,  Boeing's  767  and  757 
and  the  European  Airbus  A3 10,  offer 
an  edge,  even  though  they  do  not  yield 
the  great  productivity  improvements 
of  past  innovations:  jets  for  piston  en- 
gines in  the  1950s  or  wide-body  air- 
craft, beginning  with  Boeing's  747  in 
1970.  The  productivity  increase  of  a 
Boeing  757  over  a  727  (see  box, p.  54)  is 
on  the  order  of  15%  to  20%,  depend- 
ing on  routes.  But  when  a  rival  has 
that  edge  over  the  equipment  you  are 
using,  in  a  head-on  contest  for  passen- 
gers the  pressure  to  buy  is  immense. 

The  new  order  buildup  is  expected 
to  begin  after  a  major  airline  takes  the 
757.  That  would  block  off  a  large  part 
of  Boeing's  immediately  available 
production  from  the  middle  of  1984 
on.  Other  airlines  would  feel  some 
pressure  not  to  be  shut  out.  Candi- 
dates to  start  such  a  rush:  American, 
which  is  leaning  toward  ordering 
more  767s;  Northwest,  which  needs 
around  50  narrow-body  types  to  re- 
place 727s. 

The  business  won't  fall  into 
Boeing's  lap.  Northwest  is  expect- 
ed to  order  757s  but  will  use  the  possi- 
bility of  buying  McDonnell  Douglas' 
older-design  DC-9-80  to  extract  better 
terms  from  Boeing.  And  the  Seattle 
plane  builder  faces  a  price  war  on  the 
767,  which  competes  directly  with 
the  Airbus.  The  Europeans  cannot 
take  workers  on  and  lay  them  off  as 
can  an  American  company,  so  Airbus 
Industrie  keeps  producing  white-tails 
(aircraft  without  orders)  and  slashes 
prices  to  get  rid  of  them.  In  the  recent 
Airbus  deal  with  Thai  International, 
the  price  for  two  A3 10s  was  cut  to 
around  $40  million  each  (the  767's 
standard  price  is  $46  million  to  $52 
million). 

A  price  war  has  serious  implica- 
tions for  Boeing's  future  profits,  but 
the  company  is  not  without  resourc- 
es. It  has  a  genuine  family  of  airliners 
in  each  major  segment  of  the  market. 
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Mellon  defines  banking  issues 


icrocomputers 
Facing  the  realit 


Microcomputers  are  finding  their  way 
into  millions  of  homes  and  businesses. 
But  corporate  treasurers  may  wonder  if 
"micros"  can  handle  complex  financial 
tasks.  What  are  the  real  capabilities 
of  this  new  technology,  and  what  are 
the  costs? 

The  microcomputer  is  an  appealing  notion:  a  desk- 
top box  that  promises  to  give  a  single  executive  the 
abilities  of  an  entire  department.  Proponents  of 
micros  say  they  offer  fingertip  access  to  financial 
information,  relief  from  rising  time-sharing  costs, 
and  quick  solutions  to  complex  calculations. 

Attracted  by  these  possibilities,  many  financial 
officers  are  considering  whether — and  how — to 
acquire  micros.  But  they  often  find  that  the  reality 
of  a  micro  falls  short  of  the  promise.  Complex  cal- 
culations? Yes,  if  the  software  fits  the  company's 
needs.  Instant  access?  Yes,  if  the  larger  computers 
that  store  information  are  equipped  to  communi- 
cate with  micros.  Relief  from  time-sharing  costs? 
Yes,  but  not  as  much  as  expected. 

There's  no  question  that  micros  are  a  potentially 
powerful  tool  for  financial  management.  But  much 
of  their  potential  remains  unfulfilled.  Executives 
need  a  clear  understanding  of  what  micros  can  and 
cannot  accomplish. 


The  hidden  commitment 


Microcomputers  are  relatively  cheap.  But  the  finan- 
cial officer  examining  the  cost  of  micros  needs  to 
look  far  beyond  the  machines  themselves.  Computer 
hardware  is  useless  without  the  software,  or  pro- 
grams, that  drive  it.  Separate  software  is  needed 
for  each  treasury  task,  from  investment  and  debt 
monitoring  to  cash  position  reporting,  forecasting, 
and  keeping  track  of  banking  relationships. 


Banks  and  other  suppliers  can  provide  standar 
programs  for  some  functions.  An  account  authc 
module  can  help  companies  keep  track  of  who  1 
signing  authority  on  different  accounts.  An  aut 
dial  module  allows  the  micro  to  gather  informa 
from  various  banks'  computers. 

Many  programs^  however,  can't  simply  be  bougr 
the  shelf  and  used  as  they  are.  Long-range  fore 
ing,  for  instance,  must  be  tailored  to  each  compj 
assumptions  and  strategies.  In  addition,  these 
grams  must  be  modified  as  often  as  assumptior 
and  strategies  change. 


The  result  is  that  a  company's  commitment  to 
micros  must  be  matched  by  a  commitment  to  sc 
ware.  Financial  staff  should  be  trained,  or  hire 
write  at  least  some  of  their  own  programs.  Late 


Fifth  of  a  series 


tt  software  will  be  far  easier  to  modify  than  stan- 
•d  program  modules  or  those  developed  by  outside 
isultants.  By  becoming  "computer  literate"  a 
ance  department  will  get  the  most  from  its  invest- 
nt  in  micros. 


I 


e  limits  of  micros 


tile  micros  have  come  a  long  way  in  the  last  few 
irs,  there's  still  much  they  can't  do.  Most  micros 
limited  in  the  protocols  and  speed  with  which 
y  communicate  with  other  computers.  A  typical 
nee  department,  with  numerous  banking  rela- 
nships,  may  find  it  difficult  to  keep  information 
rent  on  a  micro. 

lay's  micros  also  are  limited  in  their  storage 
>acity.  The  latest  "rigid  disk"  models  have  im- 
>ved  capacity,  but  still  may  not  be  able  to  receive 
it  information  quickly  enough.  It  could  take  hours 
ireceive  information  that  changes  by  the  minute. 

len  the  time  comes  to  use  the  information  that's 
sn  stored,  micros  reveal  another  shortcoming, 
eir  slower  speed,  coupled  with  limited  internal 
ed  memory,  may  severely  limit  the  complexity 
he  problems  they  can  solve. 


realistic  approach 


liat,  then,  can  financial  officers  realistically 
beet  from  a  microcomputer?  The  key  here  lies  in 
Iderstanding  and  working  within  its  limitations. 
Inked  with  the-  more  capable  computers  at  a  bank, 
iijcros  can  perform  a  wide  range  of  auxiliary  tasks. 

■any  large  banks  have  mainframe  computers  that 
[n  function  and  communicate  at  tremendous  speed, 
ire  huge  amounts  of  information,  and  integrate 
lat  data  into  a  consistent  format.  These  machines 
iji  provide  real-time  information  that  is  updated 
ntantly  as  transactions  occur. 

Uher  than  trying  to  use  a  micro  to  keep  their 
•Jta  current,  financial  officers  can  leave  that  task 
j  their  bank.  Then,  using  their  micros,  they  can 
brieve  whatever  information  they  need  and 
anipulate  that  information  to  make  it  useful. 


Before  long,  of  course,  microcomputers  will  be  able 
to  do  far  more  than  they  can  today.  Does  this  mean 
that  today's  investment  in  micros  will  be  wasted? 
No,  because  the  investment  is  for  so  much  more 
than  just  hardware  and  software.  When  tomorrow's 
more  advanced  models  come  along,  the  companies 
already  accustomed  to  micros  will  be  better  pre- 
pared to  use  them. 

Today's  micros  can  already  pay  for  themselves, 
often  in  a  matter  of  months,  simply  by  replacing 
some  manual  functions  and  speeding  up  clerical 
work  flow.  But  their  ultimate  value  will  be  much 
greater.  By  adding  their  vast  computational  power 
to  the  financial  executive's  judgment  and  experi- 
ence, micros  will  help  set  new  standards  of  speed 
and  efficiency  in  financial  decision-making. 

At  Mellon  Bank,  we  pioneered  computerized 
banking  services  for  business.  Today  we  remain 
a  recognized  leader  in  data  processing  and  infor- 
mation delivery.  Our  commitment  to  the  latest 
technology  has  led  us  to  build  one  of  the  finest 
telecommunications  networks  of  any  bank — 
consisting  of  over  11,000  on-line  terminals  world- 
wide, and  handling  over  25  million  transactions 
per  month.  It's  one  more  way  in  which  Mellon 
provides  premier  financial  services  to  corporate 
clients. 

Mellon  Bank,  Girard  Bank,  Mellon  Bank  Inter- 
national, Girard  Bank  Delaware,  and  Mellon 
Financial  Services  are  subsidiaries  of  Mellon 
National  Corporation.  Mellon  Financial  Services, 
which  operates  representative  offices  for  the 
banks,  also  provides  consumer  and  commercial 
finance,  real  estate  investment  management,  leas- 
ing, and  real  estate  finance  services. 


Mellon  Bank 

One  of  the  banks  that  define  banking 

For  more  information  on  this  subject,  write  the  Communications 
Of/ice.  Mellon  Bank,  Mellon  Square,  Pittsburgh,  PA  15230. 


And  if  Airbus  does  get  European  gov- 
ernments to  fund  a  new  type — in  the 
150-seat  class,  the  A320 — then  Boeing 
is  ready  to  come  out  with  cither  a  new 
version  of  the  737  or  even  a  brand- 
new  design  But  Boeing  does  not  ex- 
pect to  have  to  do  that  until  an  all- 
new  design  is  available,  around  1988. 

Boeing  is  also  the  lowest-cost  pro- 
ducer in  the  airliner  business.  This 
has  little  effect  against  government- 


A Boeing  757  carries  up  to  186 
passengers  on  15%  less  fuel 
than  a  143-seat  Boeing  727.  That 
should  not  be  any  surprise.  The 
727's  technology  is  now  23  years 
old.  The  improvements  come  from 
the  combined  effect  of  develop- 
ments in  four  areas:  materials  (a 
3%  to  4%  substitution  of  metal 
with  reinforced  plastic  or  glass  fi- 
bers), electronics  (computer  sys- 
tems to  control  fuel-burn  precise- 
ly), engines  (greater  fuel  efficiency) 
and  aerodynamics. 

The  nontechnical  reader  will  un- 
derstand the  first  three  categor- 
ies— they  have  already  improved 
the  family  car.  But  what  is  this 


aerodynamics?  The  answer  is  in 
the  wings.  They  may  not  look 
much  different,  but  the  latest  air- 
liners (the  767  and  757  as  well  as 
the  European  Airbus  A3 10  model) 
have  vastly  different  wing  designs 
as  far  as  the  air's  passing  over  them 
is  concerned. 

All  wings  generate  lift  because  of 
the  way  they  are  curved  both  on 
top  and  below.  At  some  point,  as 
the  air  passes  toward  the  back  of 
the  wing,  it  no  longer  flows  in 
streamlines  but  breaks  away  in  ed- 
dies. These  cause  aerodynamic 
drag;  the  higher  the  drag  level,  the 
less  efficient  the  aircraft.  Persuade 


funded  competitors  for  a  time,  but 
eventually  even  taxpayers  get  fed  up 
building  white-tails  to  be  parked  at 
aircraft  factories. 

Most  of  all,  Boeing  has  manage- 
ment capability.  Both  the  757  and  767 
came  in  weighing  /ess  than  originally 
planned,  an  achievement  almost 
without  precedent  in  the  business. 
The  ability  to  do  that  does  not  come 
from  machines  but  from  a  manage- 


the  air  to  stick  to  the  wing  longer, 
and  up  goes  efficiency. 
That  is  just  what  the  new,  fatter 

'  A 

 727-200 


wings  achieve  (see  left).  Less  drag 
equals  either  higher  speed  for  the 
same  amount  of  fuel  burned  or,  at 
the  same  speed,  a  combination  of 
more  payload  carried  further  on 
less  fuel.  Less  drag  also  means  that 
the  wing  can  be  swept  back  less  for 
any  given  speed  (see  above).  Besides 
being  a  more  efficient  fuel  tank,  a 
fatter,  less-swept  wing  is  easier  to 
design  so  that  it  is  stiff  enough  to 
withstand  flight  loads,  which 
translates  into  increased  payload 
or  range. 

Developing  new  wing  designs,  to 
say  nothing  of  experimenting  with 
engines,  materials  and  electronics, 
costs  lots  of  money,  of  course — 
more  than  $1  billion  on  a  new  en- 
gine and  around  $1.3  billion  for  the 
767.  And  that's  only  on  research 
and  development.  There  is  about 
that  much  again  spent  getting  the 
new  airliners  into  production. 
That  is  why  a  new  767  costs  $46 
million  to  $52  million,  depending 
on  options,  and  a  757  around  $10 
million  less,  while  the  older  727 
(the  last  passenger-service  model — 
production  number  1,817 — was  de- 
livered to  U.S.  Air  in  April)  typical- 
ly cost  just  $i.  I  million.— H.B. 


ment  that  ignores  departmentaliza- 
tion. E.H.  (Tex)  Bouillion,  now  a  cor- 
porate senior  vice  president  and  still 
one  of  Boeing's  leading  plane  sales- 
men, describes  it  as  a  nonstructured 
system.  He  points  to  Dean  Thornton, 
who  was  chief  financial  officer  for  the 
Boeing  Commercial  Airplane  Co.  di- 
vision, but  who  is  now  in  charge  of 
production  on  the  767. 

Boeing  takes  its  manufacturing 
skills  seriously.  It  has  put  the  know- 
how  of  the  company's  jig  and  tool 
designers — average  age  58 — into  a 
CAD/CAM  program  so  that  new  gen- 
erations, designing  at  computer 
screens,  will  understand  the  lessons 
of  old-fashioned  scale  modeling. 

Boeing  takes  research  seriously, 
spending  7.6%  of  sales  on  R&D. 
Currently  it  is  working  on  an  item  for 
future  electronic  cockpits  that  will 
allow  a  pilot  to  call  out  the  word 
"Airports,"  then  "O'Hare,"  and  the 
approach  map  for  Chicago's  airport 
will  appear  on  a  screen.  And  it  takes 
marketing  seriously,  encouraging 
Boeing  people  at  all  levels — not  mere- 
ly the  highest  level  where  Tee  Wilson 
talks  to  Dave  Garret  of  Delta  and  Tex 
Bouillion  calls  on  Ed  Meyer  of  TWA — 
to  deal  directly  with  friends  in  the 
airlines. 

Boeing's  recent  investments  in 
manufacturing  efficiency  have  helped 
its  military  business  (20%  of  rev- 
enues), too.  There  is  now  a  $5  billion- 
plus  backlog  of  government  orders,  up 
from  $4  billion  at  the  end  of  1981. 
That  good  showing  is  enough  to  allow 
Boeing  Aerospace  President  Henry 
(Bud)  Haberler  to  say,  "We  are  the 
shining  light  in  the  Boeing  company 
right  now."  But  military,  even  in  bad 
times  for  airlines,  pales  beside  the 
$13.5  billion  commercial  backlog. 

How  dominant  is  Boeing  in  com- 
mercial airliners?  The  company  has 
manufactured  no  less  than  58%  of  all 
jet  airliners  ever  made  outside  the  So- 
viet Union,  including  all  the  Europe- 
an types,  as  well  as  those  from  Mc- 
Donnell, Lockheed,  Convair  and  the 
like.  Clearly,  Boeing  intends  to  keep 
things  that  way.  Its  forecasts  suggest 
there  will  be  over  4,400  new  airliners 
sold  between  1983  and  1993,  with 
43%  of  them  longer-haul  types. 
Boeing. calculates  that  their  sales  val- 
ue will  total  $167  billion  (at  1983 
prices).  Assuming  that  Boeing  main- 
tains its  market  share  of  58%  in  the 
commercial  business,  that  averages 
about  $7.5  billion  a  year  for  the  next 
13  years. 

Not  too  shabby  an  outlook,  for  all  of 
Boeing's  current  public  caution:  The 
company's  peak  commercial  sales,  in 
1980,  came  to  $7.7  billion.  ■ 


Why  fat  wings  fly  better 
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Pssst. 


iWou'rc  about  to  learn  something  our  competitors 
Wm  would  rather  you  didn't  know: 

The  most  advanced  "mainframe"  business 
|>mputer—  the  one  to  buy  if  you're  really  looking  to 
post  your  company's  productivity  — actually  costs 
p  than  its  nearest  rival. 

Why?  First,  the  company  that  makes  it  — Amdahl— 
jecializes.  We  make  only  mainframes,  peripherals 
id  data  communications  equipment  for  large 
jstems  users. 

Second,  we  invest  more  per  employee  in  R&D 
Ian  any  of  our  competitors.  Technical  leadership  — 
ing  first  — is  both  a  hallmark  and  a  necessity. 

Third,  we  seek  out  especially  imaginative  people, 
takes  great  ideas  to  make  great  computers. 

These  points  explain  our  company's  performance 
well  as  our  products':  Sales  from  zero  to  $462  million 
|  eight  years;  capacity  up  twenty-fold;  800+  fully 
jpported  installations  worldwide. 


But  they  only  hint  at  what  our  success  has  meant 
for  vow . .  .even  if  your  company  doesn't  use  our 
equipment. 

Since  we  entered  the  mainframe  market,  the 
industry's  price:performance  has  improved  800%;  and 
our  competitors  have  taken  up  a  strategy  we  pioneered: 
Design  products  to  be  upgraded,  not  obsoleted. 

So  you're  now  able  to  get  a  lot  more  "bang  for 
your  buck','  and  we're  proud  of  that. 

We're  also  confident  that  the  trend  will  continue 
. . .  now  that  the  cat  is  out  of  the  bag. 

For  details  about  our  products,  our  compre- 
hensive support  and  training  programs  and  our  com- 
pany, write  or  phone  for  a  data-rich,  plain  English 
booklet,  The  Amdahl  Phenomenon. 

Or  talk  to  your  DP  people. 

Amdahl  Corporation,  P. O.  Box  3470,  MS  108, 
Sunnyvale,  CA  94086,  (408)  746-8918. 


the  amdahl  phenomenon 


\October,  1970,  a  company  was  formed  expressly  to  build  one  product:  A  main- 
[me  computer  that  would  outperform  the  mainframe  that  owned  the  market 
'hat  time.  Today,  this  company  is  an  international  success  story,  a  phenomenon. 


The  alLnew 
1984  Ford  Tempo 

Style  and  technology  in  total  harmony. 


Form  follows 
function. 

In  its  creation  of  Tempo, 
Ford  set  out  to  design  a  car 
that  would  prove  that  a  spa- 
cious interior,  comfort  and 
performance  could  be  com- 
patible with  fuel  efficiency 

Ford  engineers  began 
with  a  sound  design  princi- 
ple: Form  follows  function. 

First  came  complete  ly 
new  functional  ideas. 

And  then  Tempo's  pleasing 
form  followed-naturally. 

Designed  by 
a  world  leader  in 
aerodynamics. 

Ford  is  an  acknowledged 
world  leader  in  aerody- 
namic design. 

And  Ford's  aerodynamic 
expertise  is  well  expressed 
in  the  '84  Tempo. 

Aerodynamic  design  can 
have  a  profound  effect  on 
the  performance  of  any  car. 


No  more  than  six  horse- 
power is  needed  for  Tempo 
to  overcome  air  resistance 
at  50  mph 

This  results  in  less  fuel 
consumed. 

And  impressive  fuel 
economy  figures  are  not 
the  only  result.  The  airflow 
is  directed  to  reduce  lift  for 
improved  stability  and 
directional  control. 

The  world's  most 
advanced  automotive 
computer. 

If  you've  ever  had  your 
cars  engine  buck  and  stall 
on  a  cold  morning ...  or 
choke  up  on  a  hot  day ...  or 
had  any  irregular  power 
output  due  to  weather,  tem  - 
perature or  altitude-you'll 


Available  in  2-door  (above)  and  4-door  (at  right) 


appreciate  the  capabilities 
of  Tempo's  new  EEC- IV 
computer 
COMPUTER  FUNCTIONS 

•  Pedal  Position 

•  Fuel  Air  Mixture 
■  Spark  Advance 

•  Intake-Air  Temp. 

•  Engine  Speed 

•  Crankshaft  Position 
Engine  Coolant  Temp 

*  Amount  of  O  in  Exhaust  Gas 

EEC-IV  (Electronic 
Engine  Control)  monitors 
and  controls  engine  opera- 
tion precisely  and  instantly 
under  any  conditions  for 
optimum  power  output  and 
fuel  efficient'. 

New  Powertrain. 

Developed  specifically 
for  Tempo,  the  2300  HSC 
( High  Swirl  Combustion) 
four-cylinder  engine  works 
in  concert  with  the  EEC-IV 
computer. 

This  high-compression 
(9-to-l)  engine  generates  84 
horsepower  at  4400  rpm.t 
There's  a  surprisingly  quick 
power  response  to  even 
slight  throttle  pressure. 

Available  with  4-speed, 
5-speed  or  automatic 
transaxles. 

High  mileage? 

Although  EPA  mileage 
ratings  were  not  available  at 
the  time  of  publication, 
Ford  Engineering  tests  pro- 
ject 42  estimated  highway 
and  [28]  estimated  mpg* 


Ride  and  handling. 

Tempos  front -wheel-drive 
design  not  only  delivers 
added  tire-to-road  traction, 
but  provides  precise 
handling  and  tight  cornering. 

Tempo's  new-design  4- 
wheel  independent  suspen- 
sion permits 


each  wheel  to 
absorb  road  shocks  inde- 
pendently. This  results  in 
better  handling  and  a 
smooth,  quiet  ride. 

Computer  refined 
interior. 

Computer  technology  and 
designer  ingenuity  have 
joined  forces  to  ensure  the 
best  use  of  Tempo's  interior 
space.  Its  five-seat  configu- 
ration allows  for  a  comfortable 
combination  of  head, 


shoulder 
and  legroom.  In  fact,  there  is 
more  rear  passenger  room 
than  a  Mercedes  300D. 

Quality  is  Job  1. 

An  example  of  Fords 
commitment  to  quality  is 


the  closeness  and  unifo 
ity  of  the  body  panel  fit 

You  can  compare 
Tempo's  stringent  stand 
to  those  set  by  any 
European  Sports  Sedan 

What's  under  Tempo! 
glistening  paint? 

Three  more  full  coat 
tough  acrylic  enamel  an 
two  coats  of  primer. 

That's  almost  10  pour 
of  protection. 

The  final  result:  a  tou 
brilliant  finish  that  is  hi| 
resistant  to  weather,  chii 
ping,  cracking  and  peel 

Pick  up  die  Tempo 
of  your  life. 

To  obtain  a  brochure 

with  more  information 

Ford's  all-new  sedan,  se, 

vour  Ford  Dealer  or  call 

1-800-772-2100. 

fBased  on  SAE  standard  J1349 
*The  above  estimates  are  projel 
Ford  ratings  based  on  Ford 
Engineering  test  data,  and  are 
expected  to  be  very  close  to  c 
EPA  ratings.  Use  for  comparis« 
\bur  mileage  may  differ  depei 
on  speed,  distance  and  weath 
Actual  highway  mileage  and 
California  ratings  will  probabl 
lower.  See  your  Ford  Dealer  f 
copy  of  the  Gas  Mileage  Guidi 
when  available. 

Get  it  together-Buckle 

Have  you  driven 
a  Ford  ...lately? 


Carolina  Freight  has  overcome  deregula- 
tion and  the  recession.  Now  it's  ready  to 
take  on  the  big  boys. 


Carolina  Pacific? 


Ken  Younger  and  John  Fraley  of  Carolina  Freight 

The  computer  is  back  in  the  office,  saving  lots  of  money. 


By  Aaron  Bernstein 

T|  rucking  companies  have  hit  a 
bumpy  road  in  the  last  few 
years.  Deregulation,  cut-rate 
competition,  recession.  The  result 
has  been  a  relentless  shakeout.  Of  the 
top  100  carriers,  45  lost  money  in 
1982.  Several  have  gone  bankrupt. 

As  in  most  such  upheavals,  there 
are  companies  that  not  only  make 
money  but  also  thrive.  Take  Carolina 
Freight  Corp.,  a  regional  carrier  (sales, 
$276  million)  based  in  Cherryville, 
N.C.  The  corporate  secrets:  good 
management  and  a  strong  sense  of 
where  the  company  is  going. 

Though  Carolina's  earnings  did  dip 
in  1981  because  of  the  recession,  it 
had  record  earnings  and  sales  last 
year.  Over  the  past  five  years,  earn- 
ings per  share  grew  at  a  steady  16% 
annually  and  return  on  equity  aver- 
aged 17%. 

Back  in  the  recession  of  1974,  when 
Carolina  lost  money  as  tonnage  fell, 
CEO  lohn  Fraley  Sr.  saw  that  Carolina 
could  do  better  by  shifting  away  from 
the  full-truckload  to  the  less-than- 
truckload  (LTL)  end  of  the  business. 
These  shipments,  defined  as  anything 
under  10,000  pounds,  arc  usually 
many  small  shipments,  to  and  from 
different  places,  bundled  together  into 
one  trailer.  Because  LTL  is  far  more 


labor-intensive,  it  commands  higher 
prices  than  the  traditional  truckload. 
And  the  large  capital  investment  in 
terminals  needed  to  enter  LTL  in  a  big 
way  helps  discourage  competition. 

Here,  says  Fraley,  was  opportunity. 

A  key  move:  He  hired  expertise. 
Soon,  in  as  president  came  Ken 
Younger,  who  had  been  at  Roadway 
Express,  the  nation's  largest  trucker 
(Forbes,  Aug.  31,  19X1).  It  had  been  big 
in  LTL  for  years. 

LTL  requires  an  efficient  network  of 
"breakpoint"  and  relay  terminals, 
where  shipments  can  be  sorted  and 
sent  to  proper  destinations  with  a 
minimum  number  of  changes  from 
truck  to  truck.  But  Younger  and  Fraley 
carefully  spaced  their  breakpoints 
close  enough  together  so  one  driver 
could  make  the  trip  between  two  in  one 
day.  This  let  them  cut  their  sleepers, 
where  two  drivers  take  turns  on  long 
hauls,  from  40%  of  Carolina's  fleet  in 
1978  to  less  than  10%  today.  That  kept 
both  labor  and  truck  costs  down. 

Fraley  found  other  ways  to  try  to 
improve  efficiency.  He  was  one  of  the 
first  to  cut  horsepower  and  rpms  on 
his  tractors  to  gear  them  to  the  55 
mph  speed  limit.  With  tractors  that 
typically  will  not  now  go  faster  than 
60  mph  flat  out,  Carolina  increased 
average  miles  per  gallon  nearly  20% 
since  1978,  to  5.7  mpg. 


Carolina  was  one  of  the  first  to 
computerize,  routing  200,000  ship- 
ments a  month  down  10,000  carefully 
prescribed  routes.  The  computer  does 
the  billing  and  lets  the  company  reas- 
sure a  customer  about  where  his  ship- 
ment is  at  any  moment  and  when  it 
will  arrive.  The  company  saves  some 
$500,000  a  year  by  reducing  misrout- 
ing.  And  so  on. 

Carolina  even  uses  the  computer  to 
tell  each  truck  where  on  the  loading 
bay  it  should  come  in,  so  it  will  be 
strategically  placed  to  relay  each  por- 
tion of  a  shipment  to  the  appropriate 
trailer. 

The  result  is  a  network  that  can 
handle  LTL,  according  to  Fraley,  "as 
quick  or  quicker  than  others,"  at  com- 
petitive rates.  Carolina  steadily 
picked  up  market  share.  As  a  percent- 
age of  general  commodities  revenues, 
LTL  moved  from  66%  in  1978  to  82% 
last  year.  Carolina  managed  an  aver- 
age 17%  increase  in  revenue  per  ton 
each  year,  which  kept  earnings  grow- 
ing even  when  tonnage  shrank. 

Because  of  the  efficiencies  Fraley 
and  Younger  have  achieved,  Caroli- 
na's operating  ratio  has  inched  down- 
ward, while  the  industry's  has  crept 
up:  In  1982  Carolina's  expenses  were 
95.5%  of  revenues,  while  the  industry 
ratio  had  jumped  to  over  100%. 

Carolina's  ability  to  weather  the 
hard  times  has  not  gone  unnoticed  in 
the  stock  market.  Its  shares,  as  low  as 
10 'A  last  year,  were  recently  at  50.  A 
recent  stock  split  and  the  February 
offering  of  400,000  shares  will  help  fill 
out  the  thin  market  for  the  stock, 
which  has  kept  institutional  involve- 
ment down  to  about  13%. 

The  question,  though,  is  whether 
Carolina  can  break  into  the  ranks  of 
the  national  carriers. 

Fraley's  new  intermodal  operation, 
which  opened  last  year,  ships  trailers 
by  rail  to  Texas,  California  and  Ari- 
zona, where  delivery  is  done  by  re- 
gional carriers.  But  that  means  Caroli- 
na loses  control  of  the  shipment  once 
it  leaves  its  carefully  built-up  LTL 
delivery  system  east  of  the  Mississip- 
pi. Eventually,  Carolina  will  have  to 
build  a  similarly  tight  network  in  the 
West  in  order  to  go  national. 

Fraley  can  use  both  approaches.  In- 
termodal, he  notes,  needs  no  new  ter- 
minals and  doesn't  take  much  capital. 
So  it  leaves  him  free  to  spend  Caroli- 
na's cash  flow  on  new  terminals,  ei- 
ther filling  in  east  of  the  Mississippi 
or  expanding  westward,  step  by  step. 
"We  are  not  going  to  overextend  or 
rush  out  and  create  a  lot  more  debt. 
We  are  in  a  position  to  move  where 
we  want."  Clearly,  Carolina  still 
knows  where  it  is  going.  ■ 
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Paige  Rense. 
Her  magazines  say  a  great  deal  about  her. 
Her  watch  speaks  for  itself. 


The  magazines  she 
heads  are  as  varied  a 
combination  as  you'll  find 
under  one  editor  in  chief: 
Architectural  Digest,  Bon 
Appetit,  GEO.  Yet  people 
in  publishing  say  that  the 
"Paige  Rense  stamp"  is 
unmistakable  on  each  of 
them.  And  that's  meant 
success. 

After  she  assumed 
its  editorship,  Architec- 
tural Digest  won  the  pres- 
tigious  National  Maga- 
zine Award  for  Visual 
Excellence.  She  added 
warmth  and  style  to  the 
recipes  in  Bon  Appetit  and 
made  it  the  best-selling 
epicurean  publication  in 
the  country.  And  although  her  appoint- 
ment to  GEO  is  too  recent  to  draw  any 
conclusions,  the  changes  she's  made  thus 
far  show  she's  well  on  her  way  to  an- 
other triumph. 

She  laughs.  "The  Paige  Rense 
stamp?'  Yes,  I  suppose  there  is  a  lot  of 
me  in  my  magazines.  I  guess  that's 
because  I  love  what  I  do.  The  subject 

©  1983  Rolex  Watch,  U.S.A.,  Inc. 


matter  is  fascinating.  But 
you  don't  produce  good 
magazines  without  first 
having  good  people.  And 
I  believe  the  people  I 
|  work  with  are  the  best  in 
the  business. 

"Personally,  I  have 
only  one  rule  for  good 
editing:  I  put  myself  in 
the  reader's  place.  And 
our  readers  have  very 
high  standards.  So  if  I'm 
hard  on  my  people,  if  I'm 
hard  on  myself,  it's  be- 
cause I  know  how  de- 
manding our  readers  can 
ipl  be.  I  have  to  assume 
they're  going  to  read 
every  single  word,  and  if 
I  don't  keep  my  standards 
equally  high,  I'm  not  doing  my  job. " 

High  standards.  You'll  find  them  in 
the  magazines  she  edits.  And  in  the 
watch  she  wears.  The  Rolex  Lady- 
Datejust  Perpetual  Chronometer  in 
hand-crafted  18kt.  gold. 

Rolex.  Because  someone  who  ac- 
cepts only  the  best  from  every  word 
expects  the  same  from  every  minute. 

W 

ROLEX 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  379,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.  Y.  10022 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


The  Up  &  Comers 


What  happens  when  a  maverick  entrepre- 
neur sells  out  to  a  professionally  run  con- 
glomerate? Stan  Peschel  did,  and  he  says: 


It's  no  more  fun 


By  William  Baldwin 

Stanley  Peschel  needs  to  be  his 
own  boss.  As  a  boy  he  ran  his 
own  poultry  business  and  an- 
nounced to  the  world  that  he  was 
going  to  be  a  millionaire.  As  a  design 
engineer  in  his  father's  small  electri- 
cal-products firm,  he  left  in  a  huff 
one  Christmas  Eve  two  decades  ago 
to  open  a  competing  business.  He 
called  it  Hipotronics  because  it  made 
high-potential,  or  high-voltage,  test 
equipment,  and  to  suggest  high 
growth  potential.  Which  was  ful- 
filled: In  its  fiscal  year  ended  last 


November,  Hipotronics,  in  Brewster, 
N.Y.,  netted  $2.5  million  on  sales  of 
$17.6  million.  Here,  then,  is  the 
classic  entrepreneur. 

So  what  becomes  of  Hipotronics 
now  that  Peschel,  52,  is  a  mere  em- 
ployee? Last  July  Peschel  sold  his  and 
his  family's  43%  stake  in  the  com- 
pany to  a  Monaco-based  conglomer- 
ate, Thyssen-Bornemisza,  for  $15  mil- 
lion. Thyssen  installed  one  of  its  ex- 
ecutives in  the  president's  chair. 
Peschel  stayed  on  as  the  not  very  ac- 
tive chairman.  Public  shareholders 
who  waited  patiently  for  a  tender  for 
their  own  stock  got  instead  a  rude 


shock.  With  uncanny,  although  prob- 
ably coincidental  timing,  new  orders  I 
for  Hipotronics'  costly  capital  goods 
ground  to  a  halt  last  summer.  The 
recession  then  belatedly  showed  up  in  C 
Hipotronics'  fiscal  1983  first  quarter.  P 
Sales  shrank  by  41%,  to  $2.6  million, 
for  a  $99,000  loss. 

An  optimistic  view  is  that  the 
change  in  control  will  give  Peschel 
more  time  to  do  what  he  does  best: 
concocting  his  bizarre-looking  towers 
of  steel,  aluminum  and  copper  that 
are  used  to  test  electric  cable.  Peschel, 
after  all,  professes  not  to  be  very  inter- 
ested in  the  business  end  of  a  busi- 
ness. "I  would  be  president  only  one 
day  a  month  when  I  got  bored  and 
when  I  didn't  have  anything  to  de- 
sign," he  recalls.  He  apologizes  for  his 
unloading:  "For  a  poor  boy  that  saw 
his  chickens  starve,  $15  million  is  not 
too  bad." 

Every  startup  company,  perhaps  ev- 
ery entrepreneur,  reaches  a  midlife 
crisis  like  this  one.  Some  make  the 
transition  to  the  big  time,  and  others 
peter  out.  Says  Rudolph  Morin,  the 
Harvard  M.B.A.  from  Thyssen  who 
has  been  running  the  company  since 
last  summer:  "You  reach  a  point  in  a 
company's  growth  where  unless  you  j 
provide  some  structure  you  are  going 
to  limit  its  horizons." 

Peschel  dislikes  structure.  He  dis- 
likes business  plans.  He  dislikes  per- 
sonnel departments,  M.B.A.s  and  law- 
yers. Once  Peschel  hired  a  Ph.D.  as 
head  of  research.  The  Ph.D.  lasted 
only  a  year.  Peschel's  explanation: 
"Ph.D.s  don't  fit  in  in  this  company." 
The  people  who  do  fit  in  are  engineers 
like  Peschel:  tinkerers  who  are  self- 
sufficient.  Peschel  landed  one  of  his 
earliest  contracts,  for  an  ingenious  de- 
vice that  tests  wire  insulation  at  high 
speeds,  after  constructing  a  prototype 
from  coat  hangers.  He  often  made  do 
with  reject  parts  from  electronics  sup- 
pliers. He  did  some  of  the  bulldozing 
himself  for  Hipotronics'  factory  site 
on  a  hilltop  50  miles  north  of 
Manhattan. 

That  scrappy  style  worked  well, 
most  of  the  time.  In  its  first  year  the 
company — consisting  of  Peschel  and 
one  employee  in  a  rented  building 
that  had  been  a  chicken  coop — netted 
$782  on  sales  of  $46,000.  Every  year 
from  1965  to  1968  profits  doubled, 
reaching  $208,000  on  sales  of  $1.9 
million.  Peschel  took  Hipotronics 
public  in  the  ebullient  new-issues 
market  of  1969.  Since  then  shares 
have  risen  fourfold,  but  not  without 
some  jolts  along  the  way. 
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directly  from  our  data  base.  This 
gives  you  enormous  flexibility 
and  introduces  electronic 
accounting. 

Highly  innovative?  Unques- 
tionably. But,  it's  a  logical  exten- 
sion of  Chemical's  pioneer 
services,  ChemLink®  and  Data 
Exchange.  And  these  will  con- 
tinue to  set  the  standards  for 
thousands  of  corporations  and 
banks,  all  over  the  world. 

We're  also  leading  the  way 
in  corporate-to-corporate  trade 
payments,  with  expanded  Elec- 
tronic Funds  Transfer  capabilities 
to  link  all  your  funds  movement 
needs  to  our  systems.  Immediate, 
effective,  reliable. 

Innovative  technology  is  only 
as  good  as  the  results  you  get. 
We  keep  you  right  on  the  money. 

CkmigalBanc 

Innovation  is 
being  right 
on  the  money. 


For  more  information,  call: 

KayTShackleton,VP 

212-309-5639 


Chemical  on  Bank-to- 
Client  Communications: 

There  are  so  many  claims  in 
jCash  Management,  you  have 
to  question  whether  they  are 
linnovationsfortheir  own  sake,  or 
for  yours.  At  Chemical,  we  don't 
call  it  news  unless  we  can  really 
improve  the  way  we  and  our  cus- 
tomers communicate  with  each 
other. That  kind  of  commitment 
is  Chemical's  tradition.  It's  made 
us  the  brains  in  the  business. 

Today,  our  Financial  Services 
Division  offers  corporations  a 
remarkable  cash  management 
system.  DirectLink.SM  Bypassing 
manual  operations  and  terminal 
printouts,  our  DirectLink  service 
lets  your  computers  retrieve 
detailed  balance  and  transac- 
tion information  at  high  speed, 
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Member  FDIC 


CHEMICAL  TAKES  YOU  BEYOND  TRADITION: 


Victor.  How  a  first  name 

can  make  it  big 
in  the  business  world. 

What  does  it  take  these  days  to  be  successful? 

First,  speak  several  languages.  Have  a  large  and  infallible  memory.  Adapt 
at  lightning  speed.  Stay  accessible  24  hours  a  day.  Be  practical.  And,  above  all, 
remain  simple  and  inexpensive. 

That's  exactly  why  Victor®  is  a  leader.  The  leading  16-bit  microcomputer 
in  Europe. 

Start  with  the  fact  that  Victor  speaks  virtually  all  Western  languages. 
Fluently.  And,  you  can  adapt  Victor's  keyboards  to  either  language  or  business 
specific  applications. 

Then,  Victor  has  a  large  and  useful  memory.  That  's  vital. 

And  Victor  is  highly  flexible  and  adaptable.  With  appropriate  software, 
Victor  can  perform  thousands  of  jobs  at  electronic  speed.  In  fact,  Victor's  ex- 
tensive software  library  allows  you  to  put  Victor  to  work  in  your  office,  depart- 
ment or  plant  immediately.  Productively. 

Finally,  Victor  is  costrconscious.  When  it  comes  to  price  and  performance, 
you  can't  buy  more  computer  for  less. 

A  success  in  the  business  world?  Absolutely  .  To  find  out  how  a  first  name 
can  make  it  big  in  your  business,  contact  Victor  at  the  address  or  phone  num- 
ber below. 


The  computer  you  call  byname. 

VICTOR  TECHNOLOGIES  INC  380  EL  PUEBLO  ROAD.  SCOTTS  VALLEY.  CA  95066  (WH)  -138-6680. 
VICTOR  TECHNOLOGIES  EUROPE.  NINOOFSESTEEN  WEG  71. 1750SCHEPDML.  BELGIQUE.  (2)569.5500. 


"My  earnings  went  to  hell  after  I 
went  public,"  Peschel  says  unemo- 
tionally. Of  customers  for  his  test 
equipment,  he  says,  "I  had  equipped 
everybody.  They  didn't  need  to  buy 
two."  So  Peschel  fired  one-fourth  of 
his  156  employees,  beginning  with 
the  personnel  manager,  and  then 
went  back  to  his  drawing  board.  After 
losses  in  1970  and  1971  the  company 
recovered  quickly. 

Peschel's  devices  range  up  to  $1 
million  in  price,  100  feet  in  height,  2.2 
million  volts  in  potential.  It's  a  cur- 
ious product  line,  appealing  to  people 
such  as  electric  utility  engineers  who 
need  to  test  buried  69,000-volt  trans- 
mission lines.  The  factory  is  a  Frank- 
cnsteinian-voltage  clutter  of  6-ton 
power  packs,  a  corona  detector,  a 
lightning  generator,  giant  metal  rings 
and,  in  a  corner,  a  morgue  of  half- 
finished  inventions  that  Peschel  got 
bored  with.  On  workbenches,  wire 
terminals  fill  coffee  cups. 

Advanced  technology?  Yes  and  no. 
Hipotronics  uses  a  few  solid-state 
parts,  but  silicon  has  to  compete  here. 
Peschel's  gear  relies  as  much  on  cot- 
ton twine,  wooden  sticks  and  castor 
oil.  Precisely  because  this  is  a  custom- 
design,  ad  hoc  business,  it  has  been 
sheltered  from  competition  from  the 
likes  of  Hitachi.  lapan  accounted  for 
15%  of  sales  last  year.  Peschel  points 
to  a  machine  he  developed  for  locat- 
ing bad  spots  in  telephone  cable.  "The 
Japanese  aren't  going  to  build  them 
because  we  sell  only  30  to  50  a  year," 
he  says.  "We  get  $4,000  for  it.  I'll  bet 
it  doesn't  cost  $400  to  build." 

Little  mass  production  has  intruded 
in  Peschel's  factory.  That  could 
change,  however.  Peschel's  latest  and 
cleverest  invention  is  a  variable  trans- 
former that  has  applications  far  more 
widespread  than  his  testing  equip- 
ment. As  in  many  of  his  contraptions, 
mechanical  design  is  a  key  element. 
(Peschel  says  his  education  was  not  so 
much  from  the  electrical  engineering 
degree  he  got  from  Union  College  in 
Schenectady,  N.Y.  as  from  the  ma- 
chine shop  where  he  worked  to  pay 
tuition.)  The  heart  of  Peschel's  trans- 
former lies  in  its  wire  coil,  wound  in 
such  a  way  that  its  high  spots,  which 
make  electrical  contact,  form  a  geo- 
metric pattern  that  cuts  heat  loss.  Of- 
ten superior  to  solid-state  alterna- 
tives, the  Peschel  transformer  has  a 
market  in  such  diverse  places  as  com- 
puter installations,  skyscrapers,  tele- 
vision stations,  glass  works  and 
cheese  factories.  Morin  says  sales  of 
this  item  may  someday  be  as  big  as 
the  rest  of  Hipotronics  is  today. 

But  to  achieve  volume  production 
and  marketing,  Hipotronics  sooner  or 


later  would  have  had  to  outgrow  Pes- 
chel's disheveled  individualism,  and 
it  has  done  so.  Has  the  entrepreneur- 
ial spirit  dissipated?  Peschel  used  to 
let  employees  set  their  own  overtime. 
Morin  has  imposed  tight  controls. 
"The  biggest  complaint  of  the  'em- 
ployees now  is  it's  no  more  fun,"  Pes- 
chel says.  He's  talking  about  himself, 


By  Paul  B.  Brown 

If  only  a  tiny  fraction  of  the 
world's   70   million   owners  of 
35mm  cameras  would  spring  cash 
for  a  gadget  to  make  their  own  prints 
at  home  without  a  darkroom,  some- 
body could  make  a  fortune. 
And  why  shouldn't  that  somebody 


too.  He  spends  a  lot  of  time  these  days 
playing  with  bulldozers  on  a  moun- 
taintop  retreat  he  owns  in  upstate 
New  York,  and  comes  to  the  office 
three  days  a  week.  Morin's  profes- 
sional management  may  be  just  what 
Hipotronics  needs  to  achieve  its  po- 
tential. But  for  better  or  worse,  the 
company  will  never  be  the  same.  ■ 


be  Harold  Dreyfus?  That's  the  way 
Harold  Dreyfus  saw  it,  at  least.  He 
came  up  with  the  desired  device,  but 
what's  even  more  interesting  is  the 
way  he  has  financed  and  marketed  it. 
Put  simply:  He  has  done  so  at  mini- 
mum risk  to  Harold  Dreyfus. 

Dreyfus,  formerly  a  marketing  con- 
sultant for  photography  companies, 


Daylab  /'resident  Harold  Dreyfus 

How  many  prints  of  Yellowstone  National  Park  do  you  need? 


The  Up  &  Comers 


It's  not  so  much  building  a  better  mouse- 
trap as  how  you  go  about  financing  it. 


"I  dont  want  the 
dog  in  the  picture" 
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OTEST 


Alternate  Voice/ Data  Private  Line. 


Voice  communication  and  data  transmission  in  an 
international  telephone  connection  dedicated  to  your  use 
only.  That's  the  latest  service  from  your  most  complete 
international  telecommunications  source. 

No  one  gives  you  more  ways  to  do  business  world- 
wide. Dedicated  lines.  Facsimile,  data  and  voice  trans- 
mission. And  no  one  gives  you  Bell  reliability.  Now  we're 


Bell  System 


going  all  out  to  give  you  a  competitive  edge.  In  price.  In 
service.  In  technological  innovation.  Call  on  us  when- 
ever international  telecommunications  can  answer 
your  needs. 

For  more  information  about  Bell's  Alternate 
Voice/Data  Private  Line  Service,  contact  your  Bell  Account 
Executive  or  call  1  800  821-7979. 


The  Up  &  Comers 


did  spend  $200,000  to  retain  a  com- 
pany to  build  a  prototype  of  his  Day- 
lab  colci  nlarger-printer.  Nineteen 
inches  ugh,  it  combines  a  high-reso- 
lution lens  with  a  light-tight  compart- 
ment in  which  prints  are  developed. 
At  that  point,  Dreyfus  says,  he  could 
have  taken  the  "usual  approach:  raise 
some  money,  build  a  factory,  hire  a 
marketing  manager  and  a  group  of 
salesmen.  To  do  that  you  would  need 
$10  million  to  $15  million.  This  is  the 
wrong  way  for  an  entrepreneur  to  go 
into  business." 

With  a  working  model,  Dreyfus, 
who  established  Daylab  in  Santa 
Monica,  Calif.,  persuaded  six  inves- 
tors to  commit  only  $1  million  in 
return  for  40%  of  his  company.  He 
then  used  his  professional  contacts  to 
help  work  a  deal  with  Vivitar,  the  big 
photographic  marketer,  to  sell  and 
distribute  the  Daylab  in  the  U.S.  Fi- 
nally, with  his  upfront  cash  and  his 
deal  with  Vivitar,  he  had  little  trouble 
placing  an  initial  production  order  for 
25,000  Daylabs  with  Phase  One,  a 
photographic  equipment  manufactur- 
er. In  those  arrangements  Dreyfus  not 
only  minimized  his  direct  financial 
risk  but  also,  by  relying  on  established 
organizations  for  manufacturing  and 
marketing,  minimized  his  risk  of  go- 
ing astray  in  those  areas.  Dreyfus 
thinks  more  entrepreneurs  could  start 
businesses  that  way,  but,  he  says, 
"Most  entrepreneurs  don't  have 
enough  business  sense  to  recognize 
this." 

While  he  has  reduced  the  risks, 
Dreyfus  is  still  faced  with  one  huge 
unknown.  Are  there  enough  camera 
buffs  interested  in  spending  about 
$250  to  make  prints  of  their  pictures? 
After  all,  how  many  prints  of  Yellow- 
stone National  Park  or  the  world's 
cutest  baby  does  anybody  need? 

"Is  it  something  that  is  truly  need- 
ed? Absolutely  not,"  says  Dreyfus. 
"You  need  food  and  drink.  You  don't 
need  a  Daylab.  But  we  aren't  talking 
need.  We  are  talking  about  something 
people  want.  This  device  makes  print- 
ing pictures  fun.  Until  now  everyone 
has  concentrated  on  the  taking  of  the 
pictures.  We  are  going  to  make  the 
picture-making  fun." 

And  the  camera  market  is  still 
growing.  In  1972  shipments  of  35mm 
cameras  numbered  821,000.  In  1982 
shipments  hit  3.7  million.  Dreyfus 
says  he  will  do  just  fine  if  he  sells  only 
50,000  Daylabs  a  year.  The  first  de- 
vices will  come  off  the  production 
line  this  summer. 

Dreyfus  sees  the  Daylab's  capabili- 


ty for  cropping  prints  to  the  user's 
taste  as  exceedingly  important  to 
sales,  and  he  waxes  philosophic  on 
the  subject.  "One  of  the  biggest  prob- 
lems everyone  is  facing  today  is  a  lack 
of  control  of  their  life,"  he  asserts. 
"It's  not  only  government,  but  utili- 
ties who  raise  their  rates  without  ask- 
ing you,  and  the  companies  you  work 
for.  I  think  that  is  part  of  the  success 
of  the  personal  computer.  It  gives  you 


control  of  quantifiable  things  that  you 
never  had  before.  Photography  is  a 
way  of  controlling  your  environment. 
It  is  a  way  of  capturing  part  of  it  and 
putting  it  into  your  drawer.  Here  you 
get  this  8  x  10  physical  picture  of 
something  meaningful,  in  2Vi  min- 
utes. And  you  have  control  over  the 
process.  Your  wife  can  say  I  don't 
want  the  dog  in  the  picture,  and  you 
can  crop  it  out." 


Bashful  entrepreneurs 


About  10,000  new  companies  start 
up  each  neck  in  the  U.S.,  but  Karl 
Vesper  says  that's  not  enough. 

The  trouble  is,  he  says,  that  many 
of  the  new  companies  merely  repre- 
sent the  incorporation  of  established 
small  businesses.  Vesper,  chairman  of 
the  management  and  organization  de- 
partment at  the  University  of  Wash- 
ington, argues  in  his  new  paper  Entre- 
preneurship  and  National  Policy  that 
government  tax  and  other  policy  en- 
courages established  small  business- 
men at  the  expense  of  innovative  en- 
trepreneurs. And,  he  assures  us,  small 
businessmen  and  entrepreneurs  dif- 
fer. "Entrepreneurship  is  concerned 
mainly  with  the  creation  of  new  busi- 
nesses, some  of  which  turn  into  sub- 
stantial enterprises.  Small  business  is 
concerned  mainly  with  established, 
operating  firms  that  don't  have  many 
employees,"  he  says. 

Politically  organized  small  busi- 
nessmen get  preferential  treatment, 
says  Vesper.  The  Small  Business  Ad- 
ministration spends  most  of  its  time 
dealing  with  established  small  firms, 
which  get  most  SBA-guaranteed 
loans.  Both  houses  of  Congress  have 
committees  to  address  the  concerns 
of  small  business  constituencies. 
Only  the  Senate  staffs  an  entrepre- 
neurship subcommittee. 

Vesper  believes  that  entrepreneurs 
work  harder  and  more  efficiently, 
generate  more  ideas  and  create  more 
employment  than  established  small 
businessmen.  It's  clear  that  many  en- 
trepreneurs get  their  ideas  working 
for  big  companies.  Some  three  dozen 
Fairchild  Camera  &  Instrument 
alumni  created  their  own  companies, 
including  Intel  and  National  Semi- 
conductor, between  1957  and  1970. 
More  recently,  former  Hewlett-Pack- 
ard employees  formed  Apple  Comput- 
er and  Tandem  Computers,  among 
others.  But  the  bashful  employees 
who  haven't  struck  out  on  their  own 
concern  Vesper.  "If  the  system  offered 
more  encouragement  to  those  peo- 
ple," he  says,  "we'd  have  more  start- 
ups and  benefit  from  them  more." 
To  encourage  entrepreneurial  wall- 


Professor  Karl  Vesper 

Encouraging  wallflowers  to  bloom. 

flowers  to  bloom,  Vesper  proposes 
that  the  government  guarantee  more 
loans  to  startups,  take  equity  posi- 
tions in  some  new  ventures  and  elimi- 
nate capital  gains  taxes  on  new-ven- 
ture investments  held  for  five  years. 
He  acknowledges  that,  aside  from 
other  difficulties,  more  startups  mean 
more  failures,  but  more  entrepreneur- 
ial successes,  too.  Encouraging  them, 
he  says,  "amounts  to  research  and 
development  in  a  social  sense.  I  think 
we  would  be  smart  to  do  more  of 
it." — Subrata  N.  Chakravarty 

A  word  from  Bitty  and  Joe 

The  president  of  the  Josephson  Bag 
&  -Canvas  Co.  greets  every  visitor 
at  the  combination  store  and  factory 
on  Main  Street  in  Bridgeport,  Conn.  It 
is  hard  for  Elizabeth  (Bitty)  Josephson 
not  to.  Her  desk  is  right  inside  the 
front  door.  Bitty  is  75. 

If  the  door  to  the  back  shop  is  open, 
you  can  see  Joseph  A.  Schwartz,  Bit- 
ty's  brother-in-law,  showing  a  worker 
how  to  use  a  bit  less  canvas  when 
cutting  the  tote  bags  that  the  com- 
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IT  TAKES  12.2  MONTHS 

0  MAKE  ENOUGH  FOR 

1  NEW  CAR. 

FORTUNATELY  THERE'S 
INE  THAT'S  WORTH  IT. 


Statistics  show  that  it  takes 
i  full  year  to  make  enough  to  buy  a 
lew  car* 

After  all  those  desk  top 
unches,  all  those  endless  meetings, 
ill  that  running  and  sweating  and 
vorrying  and  overtime,  you'd  better 
)e  sure  of  the  car  you  buy. 
You  can't  afford  a  mistake 


Maybe  that's  why  statistics  also  ■ 


show  more  people  than  ever  have 
been  buying  Volvos. 

Volvos  give  you  a  lot  for 
each  hard  earned  buck.  All  come 
loaded  with  standard  features. 
All  are  a  genuine  pleasure  to  drive 
(a  rarity  in  this  age  of  econobox 
boredom).  And  all  are  built  to  live 
thd  long  life  that  Volvo  has 
bee  ome  famous  for.  Volvo's  life 


expectancy  is  now  one  third  longer 
than  the  average  of  all  other  cars 
on  the  road! 

Which  means  instead  of  spend- 
ing your  salary  on  another  new 
car  just  a  few  years  from  now,  you 
can  spend  it  on  something  truly 
wonderful. 

A  vacation  VOUiVO 
from  work.    A  car  you  can  believe  in. 


Based  upon  1981  average  household  discretionary  income  and  average  sclling  dncc  of  new  cars  from  N.A.D.A.  Mnalysisconducled  by  Ken  Warwick  &  Associates,  Inc.  Based  on  a  comparison  of  U.S.  registration 
data  for  Volvo  and  for  the  automobile  industry  as  a  whole  and  not  by  individual  make.  This  is  not,  however,  an  expressed  or  implied  warranty,  but  it's  Comforting  to  know.©  1982  Volvo  of  America  Corporation. 


A  Marathon 
with  many 
competitors 
but  no 
competition. 


Xerox  has  embarked  on  a  Marathon 
effort.  To  create  a  complete  line  of 
copiers  that  can  withstand  the  greatest 
tests  of  endurance  and  stamina. 

Recently,  the  first  of  these  new 
copiers  emerged.  The  Xerox  1075  and 
1035  Marathons.  Now,  the  Xerox  1045 
joins  their  ranks,  ready  to  outrun 
every  one  of  its  competitors. 

Amongst  the  current  crowd  of 
compact  copiers,  the  Xerox  1045 
Marathon  stands  out  in  a  class  by  itself. 
It's  so  advanced  and  offers  so  many 
options  that  other  "comparable" 
copiers  simply  can't  compete  with  it. 

For  instance,  the  Xerox  1045 
Marathon  is  so  adaptable,  you  can  cus- 
tom design  it  to  fit  your  needs,  choosi^ 
from  eight  possible  con-      -  xerox 
figurations.  None  of  its  ^  *f  f^7C 
competitors  offers  you 
such  a  choice. 

And  with  options 
like  a  high-speed  docu- 
ment handler  and  a 
finisher  that  automatic 
ally  collates  and  staples 
reports,  the  Xerox  1045  is  the  only  com 
pact  copier  with  such  big  copier  feature 

But  what  makes  the  Xerox  1045  a 


XEROX 
XEROX 


1045 

MARATHON 


Currently  available  in  selected  U.S.  cities. 


XEROX 


Marathon  that  leaves  the  competition 
behind  is  how  it's  been  designed  to  run. 

Every  one  of  its  major  compo- 
nents has  passed  an  unprecedented 
array  of  stress  tests. 

And  with  the  help  of  sophisti- 
cated electronics,  no  other  compact 
copier  can  come  close  to  the  1045's 
ability  to  "think"  for  itself. 

In  fact,  the  Xerox  1045  is  so  intelli- 
gent, it  can  show  how  to  avoid  minor 


interruptions  and  help  you  through 
complex  copy  jobs. 

The  Xerox  1045  Marathon  copier. 
Built  to  shatter  the  record  for  endurance. 


For  more  information,  call  800-648-5888,  operator  650,  or  your  local  Xerox  office,  or  mail  in  this 
coupon:  Xerox  Corp.,  Box  24,  Rochester,  New  York  14692. 

□  Please  have  a  sales  representative  contact  me.   □  Please  send  me  more  information. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

650 

152-6-20-83 

XEROX®,  Marathon,  1075, 1035  and  1045  are  trademarks  of  XEROX  CORPORATION. 


The  Up  &  Comers 


pany  makes.  Companies  stick  their 
logos  on  the  bag  and  use  them  for 
promotion,  foe  is  82. 

Bv  the  terms  Forbes  uses  to  mea- 
sure industrial  giants,  Joscphson's 
isn't  much.  It  employs  34  people. 
Sales  last  year  were  about  $1  million, 
with  pretax  margins  somewhere  near 
10%.  But  with  10,000  small  business- 
es forming  every  week,  and  small 
business  failures  at  record  highs — 
50%  of  new  businesses  will  close 
within  five  years,  if  averages  hold — 
you  might  learn  something  listening 
to  Bitty  and  Joe.  They  have  120  years 
of  work  experience  between  them. 

That  Bitty's  desk  stands  inside  the 
front  door  is  no  accident.  "You  have 
to  be  there,"  she  says.  "Sometimes 
they  don't  know  what  they  want,  or 
just  have  an  idea.  Most  of  our  work  is 
custom,  we  don't  turn  business  away. 
That's  how  we  got  into  repairs.  It's  a 
tiny  part  of  our  sales,  but  people  re- 
member the  work  and  come  back." 

Bitty's  approach  to  pricing  is  simi- 
larly straightforward.  "We  are  not 
cheap,  but  we  don't  gouge  people  ei- 
ther, and  they  know  we  do  good 
work,"  she  says.  Her  management 
style  is  simple,  too.  "I  hire  good  peo- 


ple with  a  skill,"  she  says.  "If  they  can 
do  something  that  we  don't  have  a 
product  for,  we  find  something." 

Bitty's  uncle  and  a  partner  started 
the  company  in  1922.  Bitty  joined  as  a 
bookkeeper  in  1927 — when  Coolidge 
was  president  and  Babe  Ruth  hit  60 
home  runs.  "At  first  we  made  coal 
bags  for  the  delivery  man  to  carry  into 
the  house  and  people  to  store  in  their 
basement,"  Bitty  recalls.  "When  oil 
heat  came  in  we  made  canvas  covers 
for  trucks.  Someone  asked  us  to  do 
boat  covers  and  the  small  tote  bags — 
they're  really  just  a  smaller  version  of 
the  coal  bags — became  popular.  We 
kept  making  what  people  wanted." 

Bitty  inherited  the  firm  30  years 
ago.  In  1981,  after  59  years  of  making 
canvas  products,  Joscphson's  decided 
the  world  needed  engraved  Lucite 
knickknacks.  The  Acricite  division, 
started  by  Joseph  Schwartz'  son,  now 
makes  dozens  of  products,  including 
letter  openers  and  wastebaskets  from 
Lucite  that  can  be  engraved  with 
names,  slogans  or  logos.  The  Lucite 
gimmicks  have  helped  bag  sales. 
"You  sell  the  Lucite  at  three  trade 
shows  a  year,"  Schwartz  says.  "Well, 
we  started  taking  some  of  the  bags 
with  us  and  all  of  a  sudden  we  started 
getting  orders  for  the  bags  from  the 
trade  shows.  So,  the  addition  of  the 


Elizabeth  Josephson  of  Josephson  Bag 

"We  kept  making  what  people  wanted." 


line  has  worked  out." 

So  let's  see:  Don't  turn  away  busi- 
ness, do  good  work,  price  fairly  and 
adapt  to  the  market.  Watch  your 
costs.  That's  the  word  from  Bitty  and 
Joe,  and  they  didn't  learn  it  at  the 
Harvard  Business  School. — P.B.B. 

Tour  lease  for  profit 

For  most  companies,  the  office  is 
the  largest  single  financial  com- 
mitment, yet  very  few  people  give  it 
any  thought.  That's  one  of  the  biggest 
mistakes  you  can  make." 

So  says  Charles  S.  Isaacs.  He  is  se- 
nior research  director  for  the  real  es- 
tate consulting  and  brokerage  firm  of 
Kenneth  D.  Laub  and  Co.,  Inc.,  which 
has  worked  for  IBM,  AT&T,  General 
Motors  and  others.  Isaacs  says  the  real 
estate  strategies  that  work  for  the 
Forbes  500  will  work  for  smaller  up- 
and-comers,  too. 

•  Think  of  real  estate  as  another 
asset  or  investment.  Consider  leasing 
more  space  than  you  currently  need, 
so  you  won't  outgrow  it  too  quickly. 
Plan  for  growth  as  far  in  advance  as 
ten  years  to  lock  in  low  rates  on  long 
leases.  Meantime,  you  can  sublease 
extra  space,  possibly  at  a  profit. 

•  Watch  out  for  the  "loss  factor." 
That's  the  difference  between  rent- 
able and  usable  area.  Some  landlords 
make  you  pay  for  unusable  areas  such 
as  stair  landings  and  corridors.  In 
some  cases  the  difference  can  be  as 
high  as  40%.  "So  $12  a  square  foot  in 
one  building  can  be  a  better  deal  than 
$10  a  square  foot  in  another,"  says 
Isaacs. 

•  Before  signing  a  lease,  look  at  sup- 
ply and  demand  as  well  as  new  con- 
struction. Landlords  often  offer  bar- 
gain rates  to  renters  of  space  under 
construction  in  order  to  secure  fi- 
nancing. You  can  benefit  if  demand 
increases  before  the  building  is  fin- 
ished. A  firm  that  committed  itself  to 
a  15-year  lease  of  24,000  square  feet  in 
a  new  building  in  New  York  was  able 
to  sell  the  lease  back  to  the  landlord  at 
a  50%  premium,  earning  $2  million 
on  the  deal  without  ever  having  occu- 
pied the  space. 

•  Bargain  down  escalation  clauses. 
Rent  increases  linked  to  the  Consum- 
er Price  Index  usually  allow  the  land- 
lord to  profit  from  rising  costs  because 
his  major  expense  is  often  fixed  debt 
service  that  stays  fixed  despite  CPI 
increases.  Use  this  knowledge  as  lev- 
erage against  the  landlord. 

"Above  all,"  says  Isaacs,  "remem- 
ber what  they  say  about  shaking 
hands  with  a  landlord:  'Be  sure  to 
count  all  of  your  fingers  after- 
wards.' " — John  A.  Byrne 
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WORD  TO  THE  WEALTHY 

A\/(Nir  ONF'S  CAKE  AND  EATING  IT  TOO  IS  LARGELY  A  MATTER. 

F  WEALTH  FROM  ITS  CREATIONJO  ITS  INVESTMENT  TO  ITS 
DNSERVATION  FOR  ONE'S  ESTATE.  CITIBAN<6 

,    :  —  PRIVATE  BANKING  &  INVESTMENT 

\  33  Citibank,  N  A  Member  FDIC 


Split-second  control  of 
every  process  within 
two  square  miles.  Now. 


Imagine  one  system,  with  a  single 
operator,  that  has  the  ability  to  monitor, 
control,  even  acquire  data  from  as  many 
as  254  micro-computers,  managing 
hundreds  of  processes  throughout 
an  industrial  facility  Before,  no 
one  person,  no  one  system  could 
handle  such  a  range  of  tasks.  Until 
Westinghouse  engineers  took  a  new 
approach— one  that  combines  the  most 
advanced  existing  technologies  in  a  way  that 
does  not  depend  on  a  central  computer. 

The  result?  The  Westinghouse  distributed 
data  acquisition  and  control  system,  WDPFj™ 
is  the  fastest,  most  powerful  in  the  industry. 
It's  so  fast  a  single  operator  can  monitor  and 
control  an  entire  plant  and  never  receive  a 
piece  of  information  that's  more  than  a 
second  old.  And  because  it  was  designed  to 
be  modular,  the  system  is  flexible  enough  to 
match  a  customer's  growth  and  to  accommo- 
date future  advances  in  control  technology 

Westinghouse  people  are  committed  to 
the  same  kind  of  quality  and  excellence  in 
other  areas  of  factory  automation.  In  robotics, 
in  automated  materials  handling,  in  flexible 
manufacturing  systems,  the  key  word  at 
Westinghouse  is  system. 

In  everything  we  do,  Westinghouse 
is  more  than  100,000  people  around  the  -?j 
world  dedicated  to  quality  and  excellence.   l\  4 


Ybu  can  be  sure... 
if  Itis  Westinghouse 


Bill  Bernbach  was  a  giant  of  American 
advertising.  How  will  his  agency  do  now 
that  its  founder  is  gone? 

The  Bernbach 

legacy 


Neil  Austrian  of  Doyle  Dane  Bernbach 
"Everyone  wants  to  be  with  a  winner. 


By  Pamela  Sherrid 

Under  its  charismatic  founder 
William  Bernbach,  Madison 
Avenue's  Doyle  Dane  Bernbach 
for  decades  refused  to  help  sell  ciga- 
rettes— a  lonely  stand  among  the  big 
publicly  held  advertising  agencies. 
Bernbach  died  in  October  at  the  age  of 
71.  Before  his  death,  he  told  his  col- 
leagues they  were  free  to  make  up 
their  own  minds  about  cigarettes. 
Last  winter  they  did  just  that.  DDB 
bid  for  and  won  Philip  Morris'  Parlia- 
ment account. 

"It  was  the  most  difficult  personal 
decision  of  my  nine  years  in  the  busi- 
ness," says  DDB's  new  chief  execu- 
tive, Neil  Austrian,  43,  Bernbach's 
handpicked  successor. 

No  wonder.  Bernbach  left  a  grand 
legacy.  He  personally  changed  the 
face  of  advertising  in  the  Fifties  by 
discarding  the  hard  sell  in  favor  of 
visual  style  and  sly  humor.  The  re- 
sult: classic  campaigns  like  Avis'  "We 
Try  Harder"  and  Volkswagen's 
"Think  Small."  On  the  strength  of  its 
original  product,  DDB  became  the  na- 
tion's tenth-largest  advertising  agen- 
cy, with  worldwide  billings  last  year 
of  $1.2  billion  and  gross  revenues  of 
$1 76  million. 

Bernbach  hadn't  actively  run  the 
agency  for  several  years  before  his 
death,  but  he  still  played  the  role  of 
father  figure  and  ultimate  critic.  Even 
in  the  last  year  of  Bernbach's  life,  ma- 
jor clients  talked  with  DDB  because 
he  was  there.  Joseph  Daly,  a  star  of 
Bernbach's  generation  whose  special- 
ty was  managing  accounts,  retired 
from  the  chief  executive's  job  when 
Austrian  took  over  in  September,  put- 
ting a  whole  new  generation  of  leader- 
ship in  charge. 

So,  how's  the  new  team  doing?  Its 
debut  was  not  auspicious.  After  seven 
years  of  uninterrupted  growth,  1982 
earnings  fell  30%,  to  $7.6  million. 
The  culprits  in  the  decline:  a  big  loss 
due  to  the  recession  at  DDB's  pre- 
viously profitable  subsidiary  that  han- 
dles employment-recruiting  advertis- 
ing; devaluation  of  the  Mexican  peso; 
moneylosing  operations  in  the  Far 
East;  and  departure  of  the  big  Pan  Am 
account.  It  alone  would  have  contrib- 
uted $60  million  in  billings. 

Clearly,  Austrian  has  his  hands  full. 
He  must  deal  with  the  skeptics  who 
doubt  whether  the  agency's  preemi- 
nence can  survive  its  founder  and  he 
must  deal  with  the  immediate  prob- 
lems. Neil  Austrian  is  a  straightfor- 
ward and  amiable  financial  man  with 
no  pretensions  to  Bernbach's  genius 
in  the  creative  side  of  the  business. 
But  he  knows  how  to  work  with  and 
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to  empathize  with  the  creative 
types — else  Bernbach  would  not  have 
picked  him.  A  relative  of  Bernbach  by 
marriage — "my  father's  brother-in- 
law  was  his  brother" — Austrian  got  to 
know  Bernbach  at  weddings  and  bar 
mitzvahs.  After  a  first  job  selling  IBM 
computers,  Austrian  earned  an 
M.B.A.  from  Harvard  and  worked  for 
an  investment  banking  firm.  He  then 
set  up  a  finance  shop  with  some  col- 
leagues in  the  early  Seventies.  That's 
when  Bernbach  began  asking  him  for 
business  advice.  Austrian  joined  the 
agency  in  1974  as  its  chief  financial 
officer. 

"DDB  needed  someone  to  make  it 
more  of  a  business,"  says  Paul  Bern- 
bach, son  of  the  founder  and  a  direc- 
tor. "Neil  did  precisely  what  he  was 
brought  in  to  do,"  he  adds.  Paul's  con- 
tinued support  is  important  to  Austri- 
an: The  Bernbach  family,  including 
Paul  and  brother  John,  who  runs 
DDB's  London  office,  owns  16%  of 
the  firm's  stock,  making  it  the  firm's 
largest  holder. 

DDB  has  the  industry  trends  work- 
ing in  its  favor.  Ad  spending  is  grow- 
ing faster  than  GNP  and  big  agencies, 
which  offer  varied  services  here  and 
abroad,  are  growing  faster  still. 

Austrian's  first  full  year  in  charge 
looks  like  a  good  one  for  DDB.  Eco- 
nomic recovery  has  already  spurred 
"help  wanted"  ads,  relieving  the 
pinch  at  DDB's  recruitment  agency. 
That  operation,  acquired  in  1979,  is 
part  of  Austrian's  sensible  strategy  of 
diversifying  within  the  advertising 
business  by  buying  specialty  agencies. 
His  latest  purchases  include  an  agen- 
cy that  concentrates  on  medical  prod- 
ucts and  a  public  relations  firm.  On 
the  strength  of  a  good  first  quarter  and 
an  earnings  recovery  this  year,  DDB's 
stock  is  selling  at  28,  a  neat  doubling 
from  last  year's  low  of  14. 

But  in  DDB's  main  business — win- 
ning the  dollars  of  big  national  and 
international  advertisers — the  longer- 
term  future  remains  a  question  mark. 
Two  of  DDB's  biggest  and  oldest  cli- 
ents, Volkswagen  and  Polaroid,  have 
problems  that  might  force  them  to  cut 
ad  spending.  Atari,  another  major  cli- 
ent, is  having  difficulties,  too. 

Under  these  circumstances,  win- 
ning new  business  is  crucial—  yet 
DDB  is  in  a  slump.  That's  one  reason 
that  the  new  Parliament  account  is  so 
important. 

Especially  visible  are  DDB's  prob- 
lems with  airline  clients.  The  agency 
resigned  the  American  account  under 
pressure  in  1981  and  immediately 
picked  up  Pan  Am,  only  to  have  Pan 
Am  fly  out  the  door  a  few  months 
later.  Austrian  admits  he  is  unhappy. 


"Everyone  wants  to  be  with  a  win- 
ner," he  says. 

To  shake  up  DDB's  new-account 
efforts,  Austrian  has  promoted  and 
brought  to  New  York  salesman  Barry 
Loughrane,  who  built  up  West  Coast 
operations.  And  in  the  same  reorgani- 
sation, he  created  a  strong  triumvi- 
rate at  the  top  by  giving  Roy  Grace, 
DDB's  award-winning  New  York  cre- 
ative director,  responsibility  for  those 


By  Rosemary  Brady 

WE  ARE  IMl'ATIEN  1  to  kllOW 
the  results  of  change.  Will 
the  new  microelectronic  in- 
dustries bring  us  fresh  economic 
growth?  Or  mass  unemployment? 
And  should  the  free  market  or  a  "na- 
tional Industrial  policy"  govern  the 
pace  of  change? 

Forbes  recently  listened  to  the 
views  of  two  men  on  this  subject. 
One,  economist  Barry  Blucstonc,  in 
an  interview  beginning  on  page  82, 
favors  industrial  policy  that  would 
slow  down  and  mitigate  the  ellects  ol 
technological  change.  The  other,  En- 
gland's Professor  Christopher  Free- 
man, a  historian  of  technological  in- 
novation, also  favors  public  policy  but 
to  speed  up  and  spread  the  use  of  new 
technologies.  The  sooner  society 
adapts,  the  better,  says  Freeman,  61,  a 
disciple  of  the  late  Austrian  econo- 
mist Joseph  Schumpctcr  (l  oum  s,  May 
23)-  "Schumpctcr,"  says  Freeman, 
"understood  the  most  important  driv- 
ing force  in  the  economy,  the  opportu- 
nity for  new  profitable  investment  as- 
sociated with  the  emergence  of  new 
technologies." 

Freeman.  I  think  in  each  long  wave  of 
expansion  of  the  world  economy,  you 


tasks  nationwide. 

Under  Bernbach,  creative  talent 
flocked  to  work  at  DDB.  "There's 
enough  talent  at  DDB  for  50  agen- 
cies," savs  |ohn  Slaven,  Volkswagen's 
manager  ol  advertising  Keeping  the 
excitement  that  keeps  talent  happy  is 
probably  Austrian's  biggest  chal- 
lenge— the  factor  that  will  determine 
the  bottom  hue,  not  just  in  1983,  but 
far  into  the  future.  ■ 


had  certain  technologies  that  are  the 
key  technologies  for  that  period. 
1  here  was  a  huge  investment  in  rail- 
ways in  the  1860s  in  the  U.S.  and 
Europe.  But  railways  were  not  just 
important  as  railways.  There  was  a 
huge  investment  in  steel  rolling 
stock,  in  locomotives,  railway  equip- 
ment and  rails,  so  the  steel  industry 
and  the  engineering  industry  were 
swept  upward  by  the  railway  boom. 
And  when  you  had  a  railwav  network 
it  meant  every  industry  had  the  op- 
portunity to  reorganize  its  transporta- 
tion and  distribution. 

Electric  power  did  the  same  thing. 
Once  you  had  electric  power,  you 
could  reorganize  your  production  in 
almost  any  industry.  You  could  reor- 
ganize the  home.  Once  you  hail  elec 
tin.  power  m  the  home,  you  could  use 
all  sorts  of  appliances  or  equipment. 

If  you  take  the  present  period,  I 
think  microelectronics  is  just  the 
same  kind  of  key  technology.  It  has 
the  potential  to  change  utterly  the 
entire  economic  and  social  system.  If 
you  want  to  have  an  intelligent  public 
policy  to  bring  us  out  of  this  reces- 
sion, it  would  he  a  public  policy  that 
cieates  the  most  favorable  conditions 
for  the  all -pervasive  new  technology 
to  flourish.  Then  you  will  get  ail  the 
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Does  history^  have  any  lessons  for  coping 
with  unemployment  in  the  age  of  the  elec- 
tronics and  service  industries?  Yes,  says  a 
historian,  of  innovation. 


Therefore,  be  bold 

An  interview  with  Christopher  Freeman 
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jr  single  premium  deferred  annuity  makes  more 
!  se  for  the  long-term  accumulation  of  capital 
in  any  other  thrift  vehicle  available  today. 

1 t,  and  most  important,  your  principal  is  guaranteed 

I  he  financial  strength  and  resources  of  John  Alden  Life 
Hirance  Company,  with  statutory  assets  in  excess  of 
I  billion  dollars.  And  by  a  management  philosophy 
ch  emphasizes  the  preservation  of  capital  as  the 
lirock  of  any  deferred  annuity  program. 

I Generous  yields.  John  Alden's  SPDA  credits  interest 
s  that  compare  favorably  with  the  yields  offered 
)ther  thrift  instruments.  And  John  Alden's  current 
ds  are  among  the  most  competitive  of  all  annuity 
umulation  rates  available. 

Tax-deferred  interest.  Unlike  a  CD,  the  interest  you 
i  on  an  SPDA  is  free  of  any  current  income  tax 
ility  for  as  long  as  it  remains  in  the  annuity  contract. 

t  all  SPDAs  are  equal  because  not  all  life 
jrance  companies  are  alike. 

i  ust  common  sense  to  want  the  very  best  financial 
Section.  That's  why  it's  so  important  to  remember  that 
i  le  state  laws  regulate  SPDAs,  every  life  insurance 
npany  has  its  own  operating  philosophy  and 
■?stment  practices. 

balance  between  yield  and  safety. 

<  deliver  what  we  promise. That's  been  the  cornerstone 
pur  SPDA  product  philosophy.  There  have  been  times 
en  our  SPDA  interest  rate  was  not  among  the  highest 
h  result  of  our  commitment  to  safety  and  security  of 
ncipal.  The  payoff  is  in  our  ability  to  balance  excellent 
jformance  with  peace  of  mind. 

trong  product  backed  by  a  strong  portfolio. 

It  investment  portfolio  is  designed  to  achieve 
;g-term,  consistent  results.  And  the  net  investment 
::ld  on  our  portfolio  demonstrates  that  a  conservative 
restment  philosophy  can  perform: 

Net  Investment  Yield 

198013.01%    /    198114.19%    /    1982  13.73% 

ce:  Page  14B  of  the  1982  Annual  Statement  of  |ohn  Alden  Life  Insurance 
party  as  filed  with  the  State  Insurance  Department  In  every  state  in  which 
Alden  is  licensed. 

/ernment  &  Agency  Bonds 

Commercial  Paper 
$31.1 

6.8% 

ect  Note  Obligations 
Time  CD's 
i  Leading  Banks 


t  Mortgages  (not  pooled) 


IC  SPDA 
estment 
'tfolio: 

55.2  (in  millions)  as  of  March,  1983 


No  investments  in  equities,  subsidiaries 
or  affiliates. 

Our  SPDA  investment  portfolio  contains  only  high- 
quality,  fixed-rate,  fixed-term  investments. There  are  no 
investments  in  common  stock  or  affiliated  companies 
in  our  SPDA  portfolio.  Our  investment  strategy  places 
particular  emphasis  on  maintaining  a  conservative 
liquidity  position.  And  our  reinsurance  treaties  are  at 
arm's  length.  Our  primai  y  consideration  is  for  the  security 
and  growth  of  our  policyholders'  funds. 

Risk  management  based  on  computer  models. 

Using  computer-generated  models,  we  test  the  impact  of 
fluctuating  interest  rate  conditions  together  with  various 
investment  strategies  on  our  SPDA  funds.Through  the  use 
of  computer  modelling,  we  have  developed  investment 
strategies  which  are  responsive  to  various  economic 
conditions  and  which  achieve  acceptable  returns  while 
minimizing  risk. 

Matched  maturities  to  maintain  portfolio  stability. 

By  matching  the  anticipated  maturities  of  SPDA  contracts 
with  the  maturities  of  portfolio  investments,  we  are  able 
to  reconcile  the  interest  we  pay  on  our  SPDA  against  the 
interest  we  earn  on  our  investments.  In  effect,  this  enables 
us  to  "immunize"  the  company  from  the  adverse  effects 
of  widely  fluctuating  interest  rates. 

Our  accounting  practices  reflect  accepted 
industry  norms. 

John  Alden  only  reports  profits  as  they  are  actually 
earned. 

The  closer  you  look,  the  better  we  look. 

An  explanation  of  our  investment  practices,  policies  and 
guidelines,  as  well  as  a  full  listing  of  our  investments,  are 
available  upon  request  to  all  interested  parties. 

One  of  the  nation's  leaders  in  SPDAs. 

We  have  established  an  enviable  investment  track  record 
with  our  SPDA  portfolio.  The  A.M.  Best  Company  has 
assigned  John  Alden  Life  Insurance  Company  the  general 
policyholders'  rating  of  A  (Excellent).  Best's  ratings 
are  based  on  an  analysis  of  the  financial  condition  and 
operating  performance  of  an  insurance  company. 

For  more  information,  call  your 
insurance  advisor,  investment 
advisor  or  our  toll-free  number: 

1.800-447-4700 

Mr.  Andrew  Muzzetto 
Executive  Vice  President  and 
Chief  Marketing  Officer 
Executive  Offices: 
3655  N.W.  87th  Avenue 
Miami,  Florida  33178 


LIFE  INSURANCE  COMPANY 

©  198  i  John  Alden  Lite  Insurance  Company.  ,i  Minnesota  company  with  executive  offices  in 

Miami,  Florida.  Licensed  in  all  states  except  New  York:  annuity  products  available  in 

NewYork  through  |ohn  Alden  Life  Insurance  Company  of  New  York.  |AL  62 
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other  investments  and  secondary  ef- 
fects facilitated  by  that  trigger. 

Okay.  But  that  doesn't  do  much  for 
steelworkers.  Nor  does  it  explain  10%- 
plus  unemployment. 
Freeman.  What  happens  is  that  the 
new  technology  sets  in  motion  the 
mechanism  for  cost  inflation.  Firms 
pay  a  salary  double  the  prevailing  rate 
to  get  a  good  computer  programmer. 
Then  other  people  say,  "If  they're  get- 
ting that  much,  we  should  get  that 
much."  So  you  have  an  element  of 
cost-push  associated  with  the  skills 
linked  to  new  technologies.  That 
means  there  is  an  impetus  for  tech- 
nologists to  find  additional  technical 
advances  that  would  reduce  the  pres- 
sure on  labor  costs.  In  the  early  days 
of  the  electronics  industry  the  ele- 
ment of  hand  assembly  was  enor- 
mous. But  as  things  developed  in  the 
1960s,  you  had  more  and  more  spe- 
cialization of  machines, 
so  that  instead  of  having 
to  assemble  the  transis- 
tors, you  had  them  all  on 
one  chip.  The  industry  be- 
came more  and  more  cap- 
ital-intensive. 


Will  the  new  electronics 
industry  provide  as  many 
jobs  as  the  old  automobile 
and  steel  industries.'' 
Freeman:  We  should  cer- 
tainly be  more  optimistic 
than  pessimistic.  But  a  lot 
of  complicated  private 
and  public  institutional 
response  is  required  for 
the  period  of  readjustment 
in  which  the  older  tech- 
nologies and  industries 
decline  and  disappear,  and 
the  new  ones  flourish.  It's 
never  easy  to  see  how  to 
do  it.  In  the  1930s  people 
did  not  know  how  to  get 
out  of  the  slump.  The 
New  Deal  didn't  work.  In 
Britain  the  coalition  gov- 
ernment tried  various 
things.  None  worked  We 
didn't  get  rid  of  our  na- 
tional unemployment  un- 
til the  Second  World  War, 
when  we  found  how  to 
use  the  power  of  govern- 
ment to  manipulate  credit 
arrangements  and  invest- 
ment programs. 

Later  the  availability  of 
these  credit  arrangements 
allowed  large  numbers  of 


people  to  buy  houses  and  cars.  And 
there  was  public  investment  in  roads. 
The  infrastructure  created  made  it 
possible  to  expand,  almost  to  the  limit. 

In  the  1850s  and  1860s  it  was  the 
[changing]  legal  framework  for  access 
to  land  and  capital.  The  construction 
of  railway  networks  required  enor- 
mous amounts  of  capital,  leading  to 
the  joint  stock  company  in  the  1840s. 
The  institutional  inventions  related 
to  railway  construction  were  the  nec- 
essary precursors  to  the  railway 
boom.  The  innovation  in  the  1880s 
and  1890s  of  electric  power  genera- 
tion also  required  a  new  legislative 
framework.  What  should  be  the  share 
of  local  cities?  What  was  their  role  in 
relation  to  these  networks  of  power 
supply?  All  that  had  to  be  sorted  out 
for  electric  power  to  grow  at  an  enor- 
mous rate  between  1890  and  1914. 

Do  you  see  any  examples  of  such  a 
"technology  diffusion"  policy  being  im- 
plemented today!' 

Freeman.  I  think  Japan  will  become 


Christopher 
Studying 


Freeman  amid  his  books  at  Sussex  University 
the  railroads  to  understand  microelectronics. 


the  leading  industrial  technical  power 
for  the  next  40  years.  Japan  has  been 
prepared  to  create  an  institutional, 
educational  and  political  framework 
geared  to  the  rapid  diffusion  of  the  key 
new  technologies.  In  Japan  they  have 
said  textile  firms  are  going  to  decline 
in  employment,  so  there  are  textile 
firms  virtually  rented  out  to  electron- 
ics firms.  The  Japanese  realize  you 
can't  keep  old  industries  going  on  in- 
definitely, so  they  find  new  industries 
to  employ  people. 

When  Britain  had  the  industrial 
revolution,  the  Germans  were  very, 
very  worried.  [Friedrich]  List,  who 
was  the  leading  German  economist  at 
that  time,  was  most  impressed  by  the 
contrast  with  what  was  the  Japan  of 
that  day— Britain.  He  wanted  Ger- 
many to  imitate  England. 

And,  of  course,  there  were  a  lot  of 
Germans  who  said,  We  can't  imitate 
England.  We  have  all  these  principal- 
ities. We  have  the  Free  States  of  Ham- 
burg and  Lubeck.  We  have  Bavaria  and 
Prussia,  and  so  on,  and  it  led  to  the 
German  unification  move- 
ment, an  enormous  social 
change  It  also  led  to  a 
massive  effort  pushed  by 
List  to  introduce  massive 
technical  education  on  a 
scale  surpassing  Britain. 
They  did  it,  and  had  the 
best  system  of  technical 
education  in  the  second 
half  of  the  19th  century. 
They  did  it  to  overtake 
Britain. 

And  they  succeeded.  Do 
you  think  the  U.S.  will  find 
the  answers  it  needs? 
Freeman.  The  main  thing 
is  to  have  new  industries, 
so  there  will  be  a  reshuf- 
fling process  and  adjust- 
ment process.  You  will 
never  have  2,000  workers 
from  Bethlehem  Steel  go 
lock,  stock  and  barrel  to 
a  new  microelectronics 
firm.  What  you  will  get  is 
a  kind  of  knock-on  effect 
where  there  are  new  firms 
developing  and  recruiting 
people.  It's  not  that  every- 
one can  move  collectively 
from  one  place  to  another. 
It's  that  there  is  a  whole 
variety  of  new  opportuni- 
ties opening  up  and  people 
can  move  around  without 
so  much  fear  of  unem- 
ployment. And  they  will 
move  in  all  kinds  of  direc- 
tions, which  nobody  can 
foresee  exactly.  ■ 
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INTRODUCING 
THE  PERFORMANCE 

SEDAN  WITH  A 

GENETIC  ADVANTAGE. 


Fifteen  years  ago,  when  big  was 
beautiful  and  the  auto  industry  was 
:hurning  out  ungainly  V-8's,  BMW  intro- 
duced the  2002.  A  performance  car. 

Nine  years  later,  big  was  out  and  the 
uture  was  conceded  to  the  tiny  econ- 
jmy  car.  BMW  introduced  the  320i.  A 
Derformance  car 

Today  the  auto  industry  has  em- 

■-    \  [      11      J  i  -    \  mance  as  the 
h  wave  of  the 
present.  And 
m  BMW  has  intro- 
liduced  the  318i.A 
but  one  with  animpor- 


1 


Derformance  car 
tant  difference. 

It  arrives  with  a  heritage,  as  opposed 
to  a  history  of  recurring  identity  crises. 
WHY  A  CAR'S  PAST  IS  ITS  FUTURE. 

All  cars,  especially  those  aspiring  to 
ugh  performance,  are  products  of 
?ngineering,  technology— and  genealogy. 

The  BMW  318i  enjoys  a  substantial 
lead  start  on  all  counts. 

Its  engine  anticipated  by 
years  the  current  preference' 
for  fuel  injection.  The  BMW  3- 
Series  power  plant  serves  as  the 
basis  for  the  BMW  Formula  One 
race  engine— modified  on  the 
318i  by  a  new  L-Jetronic 
system  that  generates  even 
greater  quickness  and  torque. 

Its  gearbox  has  been  re- 
fined to  match  the  greater 
torque,  while  retaining  the  char- 
acteristic precision  that  has 
inspired  comparison  to  the  link- 
age of  fine  timepieces. 

Its  new  independent  sus- 
pension is  a  virtual  syllabus  of 
lessons  learned  on  race- 
courses, delivering  handling 
and  road  holding  Car  and 
Driver  judged  "magnificent." 

It  offers  a  new  grad- 
uated power-assist  steering 


system,  larger  disc  brakes,  and  such 
technological  innovations  as  an  elec- 
tronic system  that  actually  calculates 
when  routine  servicing  is  needed. 

It  is  also  among  the  automotive 
leaders  in  incongruity,  having  managed 
to  boost  fuel  efficiency*  at  the  same 
time  it  was  improving  its  performance. 
"THE  FINEST 
QUALITY  CAR  AVAILABLE." 

Inside,  the  318i  rebuts  the  myth 
that  a  noisy,  bone-rattling  ride  under 
cramped  conditions  somehow  certifies 
a  vehicle  as  a  true  performance  car. 

It  is  roomier  than  its  predecessors 
and  well  equipped  with  noise-  and 
vibration-dampening  measures.  It  also 


offers  orthopedically- designed  bucket 
seats  and  other  functional  amenities 
bearing  the  imprint  of  its  racing  lineage. 

Its  "overall  ergonomics;'  summed 
up  AutoWeek,  "demonstrate  why 
many  consider  the  BMW  the  finest  quality 
car  available  on  the  market  today." 

In  short,  the  318i  continues  and 
advances  a  55-year  commitment  to 
performance.  As  today's  fledgling  per- 
formance cars  will  discover,  there  is 
no  available  shortcut  to  that  experience. 

If  you  see  no  need  to  discover  the 
point  along  with  them,  we  invite  you 
to  visit  your  nearest  BMW  dealer  and 
test  drive  the  318i. 

THE  ULTIMATE  DRIVING  MACHINE. 


rPA-estimated  dzlmpg,  38  highway  Figures  are  for  comparison  purposes  only.  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length;  actuai  highway  mileage  will  most  likely 
>e  lower  ©  1983  BMW  of  North  America,  inc.  The  BMW  trademark  and  logo  are  registered  European  Tourist  Delivery  can  be  arranged  through  your  authorized  U.S  BMW  dealer 


Rockwell  International  know-how: 
It  goes  into  the  Space  Shuttle. 
It's  in  everything  we  do. 


Rockwell  International  is  NASA's  prime 
contractor  for  the  Space  Shuttle  Orbiters  and  their 
Rocketdyne  main  engines,  and  we're  one  of  the 
principal  contractors  for  the  Space  Transportation 


System's  launch  and  landing  operations. 

Only  a  company  with  the  know-how  to  combine 
advanced  technology  with  outstanding  engineering 
and  management  skills  can  successfully  meet  the 
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unprecedented  challenges  of  making  space  flight 
outine.  That  know-how  goes  into  our  aerospace 
business  and  into  everything  we  do  at  Rockwell. 

In  electronics:  where  virtually  every  airliner  in 
he  free  world  relies  on  one  or  more  of  our  Collins 
vionics  systems  for  navigation,  communications, 
Instrumentation  or  flight  control. 

In  the  automotive  industry:  where  our  advanced 
ixle  design  enables  us  to  produce  heavy-duty  truck 
ixles  that  can  operate  up  to  a  million  miles  before 
i  major  overhaul. 

In  general  industries:  where  advancements  such 


as  electronic  press  controls  and  total  production 
systems  have  made  our  Goss  presses  a  world  leader 
in  offset  newspaper  printing. 

We're  a  $7.4  billion  company  where  science 
gets  down  to  business  in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  seven  consecutive 
years  of  record  earnings  and  impressive  growth. 

If  you  are  interested  in  any  of  the  products 
of  Rockwell  International  or  want  to  learn 
more  about  us,  write:  Rockwell  International, 
Department  815R-18,  600  Grant  Street, 
Pittsburgh,  Pennsylvania  15219. 
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,  ...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries' 


Does  this  country  need  more,  not  less,  reg- 
ulation, legislation  and  government  plan- 
ning? An  insight  into  the  liberal  left. 

The  argument  for 
plant-closing 
legislation 

An  interview  with  economist  Barry  Bluestone 

~    ~      ~~Z    :  rich  over  the  poor?  If  they  do  have  a 

By  James  Cook  ,  U1  7,  , 

 •   program,  it  will  probably  bear  close 

Do  the  Democrats  and  liberals  resemblance  to  the  ideas  of  economist 

have  an  alternative  to  Reaganomics?  Barry  Bluestone,  38,  professor  of  eco- 

Or  can  they  only  lamely  claim  that  nomics  and  director  of  the  Social  Wel- 

the  Reagan  Administration  favors  the  fare  Research  Institute  at  Chestnut 


Economist  Bany  Bluestone 

"We  need  rules  that  will  tie  the  hands  of  managers,  unions,  economists. 


Hill,  Mass.'  Boston  College.  The  son 
of  the  United  Auto  Workers'  illustri- 
ous General  Motors  negotiator,  Irving 
Bluestone,  Barry  Bluestone  was  born 
in  Brooklyn,  brought  up  in  Detroit 
and  educated  at  the  University  of 
Michigan.  Bluestone  tends  to  see  the 
U.S.'  industrial  problems  in  adversar- 
ial terms,  in  terms  of  them  and  us, 
management  and  labor,  as  if  manage- 
ment were  really  motivated  by  some 
malign  impulse  to  get  the  workers.  He 
blames  the  conglomerate  for  the  prob- 
lems of  U.S.  manufacturing,  as  if  con- 
glomeration were  not  a  symptom  but 
a  cause.  He  looks  vaguely  to  planning 
as  a  solution  to  our  economic  prob- 
lems, and  he  would  like  additional 
social  legislation.  Old  wine  in  old  bot- 
tles? Yes,  but  not  without  its  political 
appeal  and  about  what  business  can 
expect  to  get  if  liberal  Democrats  re- 
turn to  power.  Bluestone's  ideas  are 
likely  to  play  a  role  in  the  upcoming 
presidential  elections.  Forbes 
dropped  in  to  see  him  recently  in  his 
fifth-floor  office  overlooking  a  foot- 
ball stadium. 

Bluestone:  The  really  serious  employ- 
ment problem,  as  I  see  it,  is  what  I  call 
the  problem  of  the  missing  middle  in 
the  economy.  In  the  old  mill-based 
and  smokestack  industries,  in  terms 
of  skill  and  wage  level,  jobs  used  to  be 
distributed  on  a  bell-shaped  curve. 
That  meant  a  lot  of  jobs  in  the  middle, 
some  jobs  at  the  lower  end,  mostly  in 
the  nonunion  supplier  sectors,  some 
jobs  at  the  top — engineering,  scientif- 
ic jobs,  management.  What's  replac- 
ing it  is  a  concentration  of  jobs  at 
either  end. 

High  tech  has  this  bimodal  distri- 
bution, and  you  just  don't  have  the 
$12-  or  $13-an-hour  jobs  in  the 
middle,  not  in  large  numbers.  The 
same  holds  in  the  fast-growing  per- 
sonal service  and  retail  trade  sector. 

I  see  this  as  a  very  significant  prob- 
lem, not  only  economically  but  so- 
cially and  politically.  I  happen  to  be- 
lieve that  a  good  deal  of  the  political 
and  social  stability  we've  had  has  rest- 
ed on  the  semiskilled  worker  who 
could  afford  a  house  in  the  suburbs — 
and  that  this,  in  turn,  has  been  based 
on  an  industrial  structure  that  has  had 
this  very  large-scale  middle.  But  if 
we're  losing  the  jobs  in  the  middle 
and  getting  a  greater  inequality  in  op- 
portunity— well,  we  know  what  hap- 
pens in  polarized  societies  in  other 
countries.  They  tend  to  be  unstable, 
fraught  with  social  costs  that  are  pain- 
ful to  endure.  That  polarization  is 
happening  in  individual  industries, 
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between  sectors  and  across  the  whole 
economy. 


But  aren 't  you  bound  to  get  disloca- 
tions like  this  when  you  hare  a  severe  and 
fairly  sudden  manufacturing  recess/air 
Bluestone  It's  more  than  that.  Once 
you  start  to  disaggregate,  you  realize 
there  has  been  a  shift  from  production 
work  to  nonproduction  work  and 
from  steel  to  semiconductors  and 
from  North  to  South  and  Southwest. 

Despite  these  changes,  manufacturing 
hasheld  its  own.  Its  share  of  GNP  has  been 
stable  for  at  least  30  years. 
Bluestone:  But  the  proportion  of  jobs 
you  generate  out  of  that  constant  pro- 
portion of  GNP  is  significantly  small- 
er. It's  very  hard  to  see  where  the 
recovery  is  going  to  come  from  in 
cities  like  Detroit,  Flint,  Buffalo, 
Youngstown,  Akron,  St.  Louis  or  gen- 
erally throughout  that  whole  region. 
I'm  saying  there  are  very,  very  strong 
political  repercussions.  You  saw  a  lit- 
tle bit  of  it  in  the  1982  elections.  Look 
at  the  governors'  races.  The  only  in- 
dustrial state  where  a  liberal  Demo- 
crat didn't  defeat  a  conservative  Re- 
publican was  California,  and  many 
people  suggest  the  race  issue  had  a  lot 
to  do  with  that. 

The  antagonism  between  manage- 
ment and  labor  is  growing  again,  and 
people  are  feeling  that  their  interests 
are  quite  divergent  right  now. 

Your  contention  is  that  a  lot  of  this 
unemployment,  a  lot  of  this  antagonism, 
could  have  been  avoided,  that  30,  32,  38 
million  jobs  have  been  lost  that  could 
have  been  preserved  if  only  we'd  done 
things  differently — curb  conglomerate 
mergers,  for  example. 
Bluestone:  Certainly  not  all  of  them. 
But  we're  very  much  concerned  about 
the  statistic  we  developed  with  David 
Birch  that  30%  of  all  manufacturing 
establishments  with  100  or  more  em- 
ployees in  1969  were  no  longer  in  the 
same  location  or  perhaps  not  operat- 
ing at  all  by  1976.  What  is  the  impact 
of  all  those  mergers  and  acquisitions? 
We  are  finding  that  certain  very  large 
social  costs  can  be  attributed  to  plant 
closings,  community  abandonment, 
loss  of  jobs  and  so  forth.  Should  all  of 
those  social  costs  be  picked  up  by  the 
state  or  by  individuals?  Or  should  the 
rules  of  the  game  be  modified  so  there 
are  some  constraints  placed  on  man- 
agement making  these  decisions, 
analogous  to  the  constraints  we've 
placed  on  them  in  terms  of  occupa- 
tional health  and  safety,  environmen- 
tal protection  and  so  forth?  We've  said 
that  managers  have  to  internalize 
some  of  these  environmental  costs, 


How  to  make 
payroll  less  taxing. 


To  glide  through  company  payroll  deductions,  a 
businessperson  could  use  the  IBM  Personal  Computer. 

Because,  with  IBM  payroll  software,  there's  a  solution 
to  suit  your  business  needs  —  be  they  complex  or  simple. 

You  can  maintain  a  tax  file  for  calculating 
!  federal  withholding  taxes  as  well  as  personal  income 
withholding  and  company 
unemployment  tax  liability. 

The  IBM  Personal 
Computer  will  also  help  you 
keep  track  of  state  and  local  tax 
facts.  Review  holiday,  sick 
pay  and  overtime  expenses. 
Print  checks  and  W-2 
forms.  Even  generate 
up  to  18  comprehensive 
management  reports  that 
include  current,  monthly, 
quarterly  and  year-to-date 
figures  for  each  employee. 

To  learn  more  about  how 
the  IBM  Personal  Computer 
and  IBM  software  can  help 
smooth  out  your  payroll, 
sail  into  your  authorized  retail  dealer. 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 
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and  by  and  large  that  is  taken  as  a  fair 
way  of  doing  things.  It's  a  constraint 
within  which  all  managers  have  to 
operate.  But  doesn't  that  put  the  U.S. 
at  a  terrible  disadvantage  relative  to 
our  foreign  competition?  The  answer 
is  that  these  foreign  competitors  are 
often  operating  under  even  more  ex- 
treme regulation  than  we  have  hen 
plant  closing  legislation  in  Germany, 
France,  Sweden,  England,  for  exam- 
ple. The  Japanese  attitude  is,  do  every- 
thing to  rationalize  production  short 
of  layoffs  in  major  industries. 

Do  you  advocate  legislation  prohibit 
iug  plant  closings'' 

lili /estone.  I  have  never  advocated  pro- 
hibition. There  are  so  many  cases 
where  capital  mobility  is  desirable. 
But  1  am  concerned  when  all  of  a 
sudden  Atari  comes  out  one  day  and 
gives  600  workers  one  week's  notice. 
A  lot  of  my  friends  in  the  business 
community  say,  "Well,  we  can  police 
our  own."  I  don't  believe  it.  I  claim  we 
need  plant  closing  legislation — in 
many  cases — not  to  stop  plants  from 
closing,  but  to  give  workers  in  com- 
munities time  to  do  some  planning 
for  reuse  of  facilities,  retraining  and  in 
some  cases  the  buyout  of  the  firm. 

What  about  the  free  market  's  role  in 
detenu  minx  plant  closings'' 
lUnestoue  1  have  very  little  doubt  that 
in  many  cases,  not  all,  the  price  sys- 
tem gives  the  private  market  some 
fairly  decent  signals  about  where  new 
investment  or  disinvestment  should 
be  occurring.  But  it  doesn't  tell  us  at 
what  speed  that  should  occur.  That's 
where  you  need  to  merge  markets 
with  planning.  If  there  is  a  primary 
role  for  planning  in  our  society — I'll 
use  that  dirty  word  again — it  is  to  try 
to  help  in  determining  the  optimal 
velocity  of  capital  movement.  I'm  not 
saying  that  planning  will  give  you  the 
right  answers.  It  sometimes  gives 
you,  flat  out,  wrong  ones. 

)  ou  re  thinking  of  Japanese-style  rather 
than  Soviet  style  planning,  of  coarse 
Bluestone:  It  is  very  clear  that  the  in- 
fluence MITI  has  had — the  kinds  of 
coordination  they  have  between  in- 
dustries— has  been  on  balance  good 
for  their  economy.  Their  ability  to 
disinvest  in  the  shipbuilding  industry 
without  the  social  costs  that  would 
have  attended  a  similar  disinvest- 
ment in  this  country  is  partly  attrib- 
uted to  the  fact  that  they  worried 
about  every  last  worker  and  where 
that  worker  would  end  up. 


Most  Japanese  companies  are  basically 

<  onglomerate,  ninth  yon  seem  to  think  is 
the  root  of  all  evil. 

Bluestone  I  don't  have  any  problems 
with  conglomerates  if  we  develop 
some  public  rules  and  regulations 
that  make  them  more  socially  ac- 
countable. I  would  have  liked  to  see 
somebody  really  go  in  and  look  at  U.S. 
Steel's  decision  to  buy  Marathon  Oil 
and  see  if  that's  the  very  best  use  of 
the  resources  they  amassed,  partly  be- 
cause of  the  trigger  price  mechanism. 

Hut  I '  S  Steel  had  no  choice.  It  had  to 

<  onglomerate  because  unless  it  acquired 
a  failing  steel  company  the  Justice  De- 
partment would  have  objected  Marathon 
might  far  heller  have  been  taken  over  by 
Mobil,  but  our  inbred  fear  of  concentra- 
tion prohibited  that 

Bluestone:  If  there  were  protections 
built  in,  I  could  see  all  kinds  of  oppor- 
tunities. In  the  aircraft  industry,  I'd 


The  price  system  gives  the 
private  market  signals 
about  where  new  investment 
or  disinvestment  should  oc- 
cur. But  it  doesn't  tell  us  at 
what  speed.  That's  where 
you  need  to  merge  markets 
with  planning. 


rather  have  Boeing  working  with  Mc- 
Donnell Douglas  to  develop  the  767 
than  seeking  out  partners  in  Italy  and 
japan — 15%  of  the  value  of  the  767  is 
built  in  each  of  those  countries.  But 
only  if  we  have  some  way  of  holding 
these  mergers  socially  accountable. 

You  sound  sometimes  as  if you're  real- 
ly committed  to  maintaining  some  long- 
vanished  status  quo,  Dying  to  fix  our 
industrial  society  at  some  halcyon  time  in 
the  mid-Sixties. 

Bluestone:  Obviously  the  plan  of  the 
1950s  and  1960s  was  a  good  one, 
right?  But  now  we  need  a  new  set  of 
rules.  Some  of  them  will  tie  the  hands 
of  managers,  labor  unions,  even 
economists  at  Jesuit  universities. 
Let's  at  least  have  some  debate  over 
these  issues  and  sec  if  there  isn't  a 
better  way  of  designing  the  rules  of 
the  game.  The  great  thing  about  the 
Thirties  was  not  the  NLRB  or  TVA  or 
AAA  or  the  Blue  Eagle.  It  was  basical- 
ly that  we  faced  a  lot  of  problems  and 
we  had  a  society  willing  to  do  some 
great  experimentation — much  of 
which  failed  miserably — but  we 
weren't  afraid  to  try  something  new. 

Doesn't  labor  have  to  make  some 
concessions?  Didn't  they  get  too 
much  in  the  Sixties  and  Seventies 


and  now  it's  come  back  to  haunt 
them?  My  answer  is  yes.  But  isn't  it 
possible  to  trade  off — longer-term  job 
security  for,  let's  say,  greater  flexibil- 
ity in  job  rotation  and  job  placement? 
That's  exactly  what  Ford  and  UAW 
negotiated  in  1982.  Ford  is  going  to 
guarantee  80%  of  the  workers  in  that 
plant  lifetime  job  security,  a  guaran- 
teed life  wage.  In  return  the  unions 
and  the  workers  have  agreed  to  very 
significant  reductions  in  the  number 
of  job  categories.  There  has  to  be  a 
rationalization  in  the  steel  and  auto 
industries.  The  question  is,  how  fast 
should  they  decline? 

I'd  bare  thought  the  answer  to  that 
question  wasn't  really  in  our  hands. 
Bluestone:  We  moved  rather  success- 
fully out  of  agriculture  into  manufac- 
turing, but  we  did  that  over  a  period  of 
five  or  six  generations.  In  many  indus- 
tries today  the  changes  are  occurring 
extremely  rapidly— not  only  within  a 
generation  but  sometimes  within  a 
decade.  My  fear  is  that  the  market  is 
not  giving  us  the  proper  signals  about 
how  rapidly  we  should  be  disinvest- 
ing  in  Detroit,  for  example,  or  how 
rapidly  we  should  be  reinvesting  in 
Houston,  how  rapidly  we  ought  to  be 
disinvesting  in  autos  and  reinvesting 
in  semiconductors.  Again,  this  is  how 
planning  begins  to  deal  with  the  di- 
mension that  the  market  doesn't. 

Maybe  the  classic  instance  of  planning 
is  our  response  to  the  oil  crisis.  We  decid- 
ed the  market  was  giving  us  a  signal  the 
system  couldn't  absorb,  so  we  held  the 
price  of  energy  in  the  I  '.S.  artificially  low 
and  encouraged  many  of  the  problems 
that  developed  a  few  years  later — includ- 
ing the  decimation  of  the  auto  industry. 
Bluestone:  U.S.  policy  did  play  a  very 
important  role  in  destabilizing  the  so- 
called  OPEC  cartel.  We  had  some  ex- 
plicit government  regulations  and 
policies  to  try  to  reduce  our  depen- 
dency on  oil.  Part  of  it  was  a  price 
issue,  but  a  lot  of  it  was  a  conserva- 
tion issue:  the  55-mile-an-hour  speed 
limit,  the  mileage  requirements  for 
automobiles,  which  I  think  sped  up 
the  development  of  more  fuel-effi- 
cient vehicles,  the  attempts  to  get 
industry  and  homes  to  weatherize. 
All  of  these  were  explicit  government 
policies  that  I  don't  think  the  private 
market  would  have  responded  to  at  as 
rapid  a  rate.  It  led  to  the  tremendous 
decline  in  the  demand  for  oil.  If  any- 
thing, I  would  argue  that  government 
policy  led  the  fight  and  was  effective, 
quite  etteetive. 

(loverumeut  planning  worked? 
Bluestone:  Rather  well.  ■ 
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TWA'S  ROYAL  AMBASSADOR  SERVICE. 


First  Class  excellence  is  the  hallmark  of 
TWA's  Royal  Ambassador  Service  to 
Europe  and  the  Middle  East. 

From  the  very  start  of  your  trip,  you'll 
be  treated  to  the  highest  standards  of  per- 
sonalized service. 

In  major  airports,  you'll  find  a  special 
Royal  Ambassador  desk  to  speed  you 
through  check-in.  And  a  special  lounge  to 
relax  in  before  your  flight.  You'll  even 
receive  our  Priority  BaggageSM  service  to 
ensure  that  your  luggage  is  first  off  the 
plane  when  you  arrive. 

★  ★★★★ 
Gourmet  dining. 

Once  our  transatlantic  flights  take  off 
each  evening,  you'll  be  leisurely  wined 
and  dined. 

You'll  whet  your  appetite  with  cham- 
pagne and  caviar.  Tempt  it  with  an  entree 
like  Chateaubriand.  And  sate  it  with  a 


fine  ripe  cheese  or  deliciously  rich  dessert. 

You'll  satisfy  your  thirst  with  a  vintage 
wine  from  France  or  California.  Or  with  a 
selection  from  our  cognac  and  fine  liqueurs. 
★  ★★★★ 
Room  with  a  view. 

After  dining,  you'll  be  ready  to  relaxjn 
comfort  in  your  First  Class 
Sleeper-SeatSM 

Just  settle  back. 
The  seat 
stretches  out 
with  you  for  a  restful  sleep  under  the  stars 
all  the  way  across  the  Atlantic.  You'll  awake 
refreshed— ready  to  face  the  new  day. 

So  call  your  travel  agent,  corporate 
travel  department,  or  TWA. 

And  experience  for  yourself  the  five- 
star  quality  that  gives  TWA's  Royal 
Ambassador  Service  the  mark 
of  excellence. 

You're  going  to  like  us 


"The  latest  medical  informatio 
in  seconds?  GEE!" 


(No,  GTE!) 

If  there's  anyone  who  should  have  immediate  access 
to  as  much  information  as  possible,  it's  the  person  in 
the  picture  above. 

That's  why  GTE  and  the  American  Medical  Associa- 
tion have  developed  the  first  nationwide  computerized 
medical  information  system.  This  system  will  give 
doctors  immediate  access  to  the  latest  knowledge  arid 
information  on  drugs  and  diseases. 

The  only  equipment  required  is  a  basic  computer 
terminal,  which  is  connected  to  the  GTE  Telenet  data 
network.  Information  is  transmitted  from  a  central  com- 
puter and  displayed  on  the  user's  terminal  in  seconds. 

This  remarkable  system  is  obviously  expected  to 
help  physicians  save  an  enormous  amount  of  time. 
And,  quite  possibly,  something  a  lot  more  valuable. 


For  more  information  call  1-800-835-3638 


Coal  for  the  lamps  of  Europe  (and  Japan) 
is  looking  less  like  an  export  market,  more 
like  a  flickering  hope. 


Up  in  smoke 


By  Rosemary  Brady 

America's  vast  coal  reserves,  a 
few  years  ago,  were  to  become 
k  the  next  great  U.S.  export,  per- 
haps as  great  as  food — a  powerful  cash 
machine  for  the  railroads,  mining 
companies  and  coastal  port  cities. 
Spurred  by  a  1978  International  Ener- 
gy Agency  forecast  that  world  de- 
mand for  steam  coal  would  nearly  tre- 
ble by  the  year  2000,  Royal  Dutch/ 
Shell  invested  $680  million  in  a  joint 
venture  with  St.  Joe  Minerals  in  the 
U.S.,  Sun  Oil  put  up  a  further  $300 
million  to  buy  Elk  River  Resources. 

But  the  American  producers'  dream 
has  gone  up  in  smoke.  Europe  is 
smothered  in  coal.  Britain,  the  Com- 
mon Market's  largest  producer,  sits 
on  a  47.2  million  ton  stockpile, 
enough  to  last  five  months.  There  is  a 
six-month  supply  overhanging  the 
European  market  as  a  whole.  Says 
Connie  Holmes,  executive  director  of 
the  Washington-based  U.S.  Coal  Ex- 
porters' Association:  "The  market  is 
very  weak.  We  will  be  doing  well  if  we 
export  40  million  tons  to  Europe  this 
year." 

That  borders  on  disaster.  Forty  mil- 
lion tons  is  18%  below  last  year's 
exports,  barely  two-thirds  the  export 
level  achieved  in  banner  1981. 

Worse,  adds  Holmes,  prices  have 
been  slashed  to  the  point  where  U.S. 
exporters  "are  losing  a  lot  of  money." 

For  a  few  brief  years  the  coal  export 
dream  seemed  to  be  coming  true.  Be- 
tween 1978  and  1981,  U.S.  coal  ex- 
ports worldwide  (Canadian  sales  ex- 
cluded) jumped  from  25  million  tons 
to  92  million — 60%  to  Europe,  the 
rest  to  Japan. 

But  it  was  a  misleading  signal. 
Rather  than  supplying  a  growing  mar- 
ket, the  U.S.  companies  were  mainly 
filling  temporary  shortages.  The  Pol- 


ish crisis  cut  that  country's  exports  to 
the  Common  Market  by  72%,  to  3.8 
million  tons,  in  1980  and  1981.  And 
in  Japan  the  Americans  sold  into  the 
gap  created  by  a  prolonged  Australian 
miners'  strike  in  1981. 

Today  the  Australians  are  back  at 
work,  and  the  Poles  are  slowly  return- 
ing to  work.  And  coal's  basic  markets 
are  shrinking.  In  Europe  the  con- 
sumption of  coking  coal  for  steel 
dropped  6%  in  1982  and  will  decrease 
further  between  now  and  1985  as  Eu- 
ropean steel  producers  close  down 
around  30%  of  capacity.  Steam  coal 
consumption   increased    1.7%  last 


A  coal  export  pier  in  I  lampion  Roacls,  Vd. 
U.S.  exporters  merely  filled  a  gap. 


year,  according  to  EEC  figures.  That 
was  far  short  of  the  8%  to  10%  annual 
increases  imagined  back  in  1978.  In- 
dustry has  moved  very  slowly  to  con- 
vert to  coal,  says  EEC  coal  director 
Karlheinz  Reichert,  probably  because 
the  payback  period  for  such  invest- 
ments is  six  to  seven  years.  The  fact 
that  energy  consumption  in  Europe  is 
now  at  its  lowest  level  since  1975 
does  not  suggest  a  fast  turnaround. 

Why  can't  the  U.S.  producers  at 
least  maintain  the  market  share  they 
built  in  1981?  Largely  because  of 
price.  Holmes  of  the  Coal  Exporters' 
Association  says  that  U.S.  coal  prices 
are  competitive  at  the  mines,  but  that 
rail  transportation  rates — which  add 
$18  to  $20  a  ton — make  U.S.  coal  the 
most  expensive  in  the  glutted  mar- 
kets. South  African  coal  sells  on  the 
spot  market  in  Rotterdam  for  about 
$36  a  metric  ton  for  certain  grades  of 
coal,  vs.  $50  a  metric  ton  for  compara- 
ble U.S.  coal.  In  the  Japanese  market, 
says  Mark  Joseph,  president  of  Anker 
Energy  Corp.  (and  chairman  of  the 
Coal  Exporters'  Association),  prices 
for  coking  coal  contracts  have 
dropped  20%  this  year,  and  margins 
are  bad  for  both  Australian  and  Amer- 
ican suppliers.  But  Australian  steam 
coal  is  cheaper  than  American  be- 
cause it's  closer  to  the  market.  In 
South  Africa,  explains  Joseph,  the 
wage  rates  are  much  cheaper  than  in 
the  U.S. 

The  Coal  Exporters'  Association 
still  hopes  to  increase  its  share  of  the 
European  steam  coal  market  from 
19%  to  26%  after  several  more  elec- 
tricity generating  plants  convert  from 
oil  to  coal  after  1987.  Because  Eu- 
rope's coal  is  deep  and  expensive  to 
mine,  the  EEC  estimates  it  will  im- 
port 40%  of  its  needs  by  the  year 
2000— up  from  22%  today. 

But  that  doesn't  do  much  for  the 
producers  now.  And  things  could  get 
worse.  West  Germany  imports  virtu- 
ally no  metallurgical  coal  and  uses  a 
strict  quota  system  to  limit  steam 
coal  imports.  Britain  already  restricts 
coal  imports  for  generating  electricity 
to  75,000  metric  tons,  and  that  rule 
may  be  tightened  this  autumn,  a  Na- 
tional Coal  Board  spokesman  says.  In 
the  European  Commission,  mean- 
while, Britain  may  push  harder  for  a 
common  energy  policy  that  would  en- 
courage coal  consuming  countries  to 
buy  more  from  Europe's  stockpiles 
rather  than  from  Australia,  South  Af- 
rica or  the  U.S. 

In  short,  the  U.S.  Administration, 
with  its  hands  already  full  trying  to 
open  European  markets  to  U.S.  agri- 
cultural exports,  may  be  confronted 
with  a  similar  headache  in  coal.  ■ 
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^CONTROLLERS  OF  BIG  CORPORATIONS  AM) 
PRESIDENTS  OF  SMALL  COMPANIES  STAMTHWT 


x)ple  in  business  who 
derstand  value  have 
mething  in  common, 
ey  appreciate  all  the 
aches  of  Hyatt? 

The  soaps  and  the 
nts.  The  free  morning 
wspaper  The  quick, 
sy  check-in.  And  the 
press  check-out  which 
ows  them  to  be  billed 
er  instead  of  being  kept 
riting  in  line. 

But  most  of  all  they 
predate  the  feet  that 
sy  could  be  staying 
mewhere  else,  and 
tting  so  much  less. 

Spending  money  on  a 
tel  that  doesn't  make 
u  feel  your  best  is  an 
pense  no  business  can 
brd.  Controllers  of  big 
rporations  and  presi- 
nts  of  small  companies 
iderstand  that. 

That's  why  they  stay  at 
'att. 

For  reservations  at 
9  hotels  worldwide,  call 
ur  travel  planner  or 
0  228  9000. 


83  Hvatt  Hotels  Corp 


Boston  Overlook 

the  Boston  skyline  from  the 
Hyatt  Regency  Cambridge. 

MIAMI  Hyatt  is  next 
to  the  Miami  Convention 
Center  with  its  sophisti- 
cated communications 
capabilities. 

New  York 

Grand  Hyatt  on  fashionable 
Park  Avenue  at  Grand 
Central. 

Chicago  Intimate 

ambience  and  extraor- 
dinary personal  attention 
at  the  Park  Hyatt  on 
Water  Tower  Square. 

San  Francisco 

Hyatt  on  Union  Square  is 
an  elegant  hotel,  located  in 
the  heart  of  the  city's 
finest  shopping. 


HYATT©HOELS 
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Experience  Mazda  626  Sport  Sedan.  Neweei 


The  all-new  1983  Mazda 
626  Sport  Sedan  is  here.  Which 
means  that  the  competition 
among  world-class  road  cars  just 
became  a  lot  tougher. 

Experience  Mazda  626  and 
you  will  discover  superb  acceler- 
ation and  han- 
dling together 
with  the  room- 
iness and  luxury 
you  require  in  a 
sophisticated 
road  car. 

Experience  a  front-wheel- 
drive  layout  that  creates  space 
for  five  adults  to  ride  in  comfort 

Experience  remarkable 


— 

Mazda  S26 
n  somph  SOsfC. 
'a  mile.    IS  5  sec. 
Umdc      75  myh 

4i  »i  m 


EST. 
MPG 


l.l'A  estiniajes  tor  compar 
IM.inufactM'rer  -  Mi*;iieste 


directional  control  from  rack- 
and-pinion  steering,  steel-belted 
radials,  and  Mazda's  patented 
rear-suspension  linkage. 

Experience  an  all-new  2-litre 
overhead  cam  engine  with  more 
power  than  its  predecessor— and 
better  gas  mileage. 

Experience  all  this  at  a  price 
that  reaffirms  Mazda's  commit- 
ment to  outstanding  value. 

The  exclusive  society  of 
refined  road  cars  has  just  admit- 
ted a  new  member.  And  when 
you  experience  Mazda  626  with 
a  test  drive,  you'll  experience  a 
new  standard  of  excellence  that 
puts  this  car  in  a  class  by  itself. 


The  independent  rear  suspension  of  the  626  ust '.< 
patented  Twin  Trapezoidal  Link  lower  arm.  Its 
unique  geometry  improves  directional  stability 
by  causing  the  rear  wheels  to  "toe  in"  when 
cornering  or  going  over  bumps. 


varv  with  trip 
:es'efb\  deal 


•ngth.  speed  and  weather  Highway  mileage  will  probably  be  less. 
Faxes,  license  freight,  options  (tires/al.  wheels  shown)  and  other 


.ll-new,  transverse-mounted,  2-litre,  overhead 
•  cam  engine  has  8%  fewer  moving  parts  than 
previous  626  engine  and  is  57  lbs.  lighter.  It  is 
|  Iso  quieter,  more  compact -and  more  powerful. 


Standard  features  include 
5- speed  overdrive  transmission 
(3-speed  automatic  optional) 

•  Steel-belted  radial  tires  •  Rack- 
and-pinion  steering  •  Power- 
assisted  front  disc  brakes 

•  Front  and  rear  anti-sway  bars 

•  6- way  adjustable  driver's  seat 

•  Halogen  headlamps  •  Electric 
rear  window  defroster  •  Full  cut- 
pile  carpeting  •  Carpeted  trunk 

•  60/40  split  fold-down  rear  seat- 
backs  •  Remote  trunk  release 

•  Tilt  adjustable  steering  column 

•  Quartz  digital  clock  •  Tachome- 
ter •  Trip  odometer. 

Experienced  drivers  buckle  up. 


1983  Mazda  626  Sport  Sedan 

$7795* 


The  more  you  look, 
the  more  you  like. 


FREE  CATALOG  TELLS  MORE. 

We'd  like  to  send  you  a  free  copy  of 

our  30-page,  full-color  catalog 
describing  the  new  626  Series.  Just 

send  your  name,  address,  city, 
state,  and  zip  code  to  the  following 
address  and  mention  that  vou'd 
like  the  626  catalog. 

Mailing  and  Marketing  Inc. 
Box  5960 
Orange,  CA  92668 
Attn:  Mazda  626  Offer 


eaier  charges  extra  Price  mav  i  hange  without  notice.  Availability  of  vehicles  with  spec  itu  features  may  vary. 


One  of  the  most  important 
commitments  we  make  is  to  the 
growth  and  development  of  our 
children.  Commitment  is  the  key 
to  making  our  family,  home  and  business 
what  we  want  them  to  be.  And  commit- 


INSURANCE FROM 


OVA 


ments  worth  keeping  are  worth 
thoughtful  protection.  The  CNA 
Insurance  Companies  and  the 
agents  who  represent  us  understand 
this.  We  provide  all  lines  of  insurance. ..to  help 
those  who  make  commitments  keep  them. 


CNA  Insurance  ComDanies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
Personal,  Commercial,  Life  and  Health,  Employee  Benefits,  Professional  Liability,  Association  Programs,  Annuities  and  Pensions 


I  The  microcomputer  boom  has  spawned  a  high-tech  cottage  in- 
Xdustry.  The  margins  can  be  as  incredible  as  the  growth  rate. 


Software 
to  go 


By  Harold  Seneker 
and  Jayne  A.  Pearl 


Consider  Fred  Beyer,  a  pleas- 
ant fellow  just  turned  40, 
who  lives  in  blue  jeans  and 
once  ran  a  stock-car  race- 
track in  British  Columbia. 
And  his  friend,  Joe  Ming,  a  New 
Yorker  with  a  law  degree  and  a  yen  to 
be  in  business.  Undistinguished,  if  un- 
ordinary,  men,  but  more  typical  than 
you  may  think  in  their  ambitions. 

Their  fledgling  company,  Quick 
Brown  Fox,  is  what  the  computer  in- 
dustry calls  an  "ISV" — Individual 
Software  Vendor.  Fred's  yet-to-be 
commercially  proved  talents  at  pro- 
gramming are  its  principal  asset.  At 
the  present  time,  they  have  12  employ- 
ees and  a  word  processing  program 
designed  by  Fred  for  personal  comput- 
ers that  retails  for  $65  (the  main  com- 
peting program,  the  popular  Wordstar, 
has  a  list  price  of  $495  and  sells,  dis- 
counted, at  $310),  and  the  company 
hopes  to  sell  over  100,000  copies  at  a 
$6  to  $12  profit  each. 

The  reason  such  high  hopes  cannot 
simply  be  dismissed  out  of  hand  is  the 
microcomputer.  Suddenly  there  are 
about  4  million  personal  computers 
around,  with  5  million  more  expected 
to  be  sold  this  year.  And  most  of  the 
new  owners  have  discovered  the  cry- 
ing need  for  good  software,  which  is  to 
computers  what  blades  are  to  razors. 
So  a  grass-roots  industry  has  sprung 
up,  writing,  packaging  and  distribut- 
ing millions  of  software  diskettes 
(which  cost  $2  blank,  wholesale)  at  up 
to  $495  each,  retail. 

It  has  been  too  fast  to  get  much  of  a 
fix  on  it,  but  the  dimensions  are  surely 
big.  "We  figure  $865  million,"  says 


Janice  Antonellis,  senior  market  ana- 
lyst for  International  Data  Corp.,  the 
Framingham,  Mass. -based  computer 
market  research  firm.  "Of  that,  $500 
million  came  from  individual  vending 
companies.  But  we  only  count  the 
firms  that  do  over  $1  million  a  year. 
Also,  that's  at  wholesale.  At  the  retail 
level,  it  might  be  two  to  three  times 
that  much." 

Senior  research  analyst  Robert  Free- 
man of  Mountain  View,  Calif.-based 
Input,  another  well-known  computer 
research  firm,  thinks  microsoftware  is 


growing  43%  a  year,  that  is,  doubling 
in  two  years;  IDC  says  57%  com- 
pounded, which  would  mean  its  mul- 
tiplying an  even  more  astounding  1lh 
times  every  two  years. 

Either  way,  who  makes  the  pro- 
grams? Not  big  corporations.  It  turns 
out  they  are  a  golden,  if  nonguaran- 
teed,  opportunity  for  the  Fred  Beyers 
and  Joe  Mings  of  the  world.  Much  of 
such  programming  really  can  be  done 
more  competitively  working  solo  at  a 
personal  computer,  even  on  one's 
kitchen  table,  than  it  can  be  done  for  a 


Joseph  Ming  of  Quick  Brown  Fox  with  friend 

A  business  that  does  best  in  an  unstructured  atmosphere. 
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big  corporation. 

"Some  guy  working  by  himself  may 
be  willing  to  gamble  a  man-year  of  his 
time  developing  a  product  that  may 
eventually  net  him  anywhere  from 
$200,000  to  $1  million,  if  he's  suc- 
cessful," explains  Edward  Currie, 
president  of  Lifeboat  Associates,  a 
publisher  of  personal  software  in  New 
York  City.  "But  a  large  corporation 
would  have  to  put  in  $500,000  to  $1 
million  to  do  the  same  work,  using 


Ushers  or  record  companies. 

Some  are  distributors  who  serve  as 
outlets  for  self-publishers  like  Joe  and 
Fred,  who  hope  to  build  a  company 
around  their  programs.  The  distribu- 
tors sell  their  wares  to  computer 
stores  and  others. 

God  alone  knows  how  many  are 
direct  mail  distributors,  whose  ads 
speckle  the  dozens  of  computer  maga- 
zines that  now  exist. 

And  a  handful  are  "establishment" 


QBF programming  talent  Fred  Beyer 
Decamped  to  Phoenix;  saving  up  for  a  bus. 


several  people  with  perhaps  less  moti- 
vation than  the  guy  working  alone, 
paying  assorted  corporate  overhead 
and  alter  all  that,  it  doesn't  know  a 
priori  it  it  will  have  a  success  or  not." 

A  lot  oi  people — no  one  knows  how 
many-  have  leaped  into  the  opening 
that's  available  when  yon  have  al- 
most no  capital  costs  except  your  own 
spare  time:  PC  Clearinghouse  Software 
/»//■(■(  lory,  a  publication  of  PC  Tele- 
mart,  Inc.  of  Fairfax,  Va.  that  makes 
an  effort  to  be  as  comprehensive  as 
possible,  has  identified  over  21,000 
microsoftware  packages  for  sale  from 
2,912  different  sources. 

For  many,  of  course,  it  turns  out  to 
be  a  leap  into  the  void.  Currie  esti- 
mates that  perhaps  1  program  in  100 
is  a  clear-cut  commercial  success. 

Nevertheless;  there  is  now  an  en 
tire  industry  to  t.ike  these  would-be 
software  millionaires  to  market. 

Some  ot  those  .'/'I.'  are  publishers, 
such  as  Lifebo.it  Associates,  which 
edit;  package  and  sell  individuals' pro- 
grams. They  pay  their  authors  royal- 
ties, consciously  imitating  book  pub- 


software  companies  like  Management 
Science  America  or,  recently,  Visi- 
eorp,  that  will  buy  outright  or  pay 
advances  ($10,000  to  $50,000  against 
royalties,  according  to  CEO  of  Man- 
agement Science  John  Imlay)  on  pro- 
grams for  their  own  label  and  for  es- 
tablished markets. 

There  is  even  at  least  one  literary 
agent  ottering  his  services  to  budding 
sottware  authors  (Forbes,  May  23). 

Of  the  retail  price  paid  by  the  cus- 
tomer out  there  shopping  for  some- 
thing to  run  on  his  newly  uncrated 
PC,  IDC  figures  that  35%  to  40% 
stays  with  the  retailer,  15%  to  20% 
will  go  to  the  distributor,  35%  to  45% 
to  the  publisher,  it  there  is  one,  and 
then  5%  to  20%  to  the  original  au- 
thor. People  in  the  industry  expect  the 
spread  in  royalties  to  narrow  down  to 
something  like  the  8%  to  15%  com- 
mon in  the  book  publishing  business. 
On  the  other  hand,  notes  IDC's  An- 
tonellis,  "one  person,  like  the  author, 
may  capture  more  than  one  of  these 
four  levels  of  revenue." 

Who  are  these  people  who  are  seek 


ing  fame  and  fortune? 

"With  mainframes,  it  used  to  be 
like  a  member  of  an  orchestra,  each 
working  on  his  little  piece  of  a  very 
large  program,"  remarks  Trip  Haw- 
kins. He  is  the  29-year-old  president 
of  Electronic  Arts,  a  startup  in  San 
Mateo,  Calif,  partly  backed  by  Steve 
Wozniak  of  Apple  Computer  fame,  to 
groom  and  publish  a  new  breed  Haw- 
kins thinks  he  sees  emerging. 

"Now  that  each  author  can  do  the 
whole  program  himself,  he  is  more 
like  a  novelist  or  a  rock  star.  So  the 
microcomputer  changes  the  kind  of 
person  involved.  They  don't  really  fit 
well  in  a  corporate  environment." 

An  understatement.  Fred  and  Joe, 
for  instance,  who  rent  the  back  of  a 
floor  in  an  aged  loft  building  in  Man- 
hattan's SoHo  district,  maintain — in 
the  center  of  one  of  the  two  large 
rooms —  a  coop  of  four  or  five  pigeons 
passed  along  by  a  neighboring  tenant. 
Try  that  in  the  offices  of  IBM  some- 
time. But  even  this  is  too  constrain- 
ing, says  Fred.  "Eventually,  I'd  like  to 
tour  the  country  in  my  own  bus,  and 
have  my  office  and  computer  termi- 
nal in  the  bus." 

Once  a  program  is  in  distribution, 
it  faces  a  fickle  market.  "No  one 
knows  why  one  program  is  really 
successful,"  says  Currie.  Its  commer- 
cial life  might  be  as  little  as  a  few 
months  for  a  hot  video  game,  or  it 
might  extend  for  years  for  a  business 
application.  But  sooner  or  later  most 
will  get  shoved  aside  by  a  new  pack- 
age, one  that's  better,  or  cheaper,  or 
simpler  to  use  or  simply  more  gaud- 
ily packaged  and  advertised. 

At  the  moment,  reports  Currie,  a 
lot  of  the  work  being  done  on  micro- 
software  is  "cosmetic,  like  putting 
manuals  into  IBM  format  and  putting 
four-color  on  the  package."  Or  it  is 
imitative,  "like  recasting  an  old  8-bit 
program  to  16-bit."  That  should 
change  because  there's  so  much  room 
for  improvement  in  existing  software. 
"A  lot  of  what's  out  there  today  is  just 
liink,"  he  complains. 

Nevertheless,  as  competing  pro- 
grams appear,  the  cost  of  surviving  in 
the  marketplace  naturally  goes  up. 
"One  company,  Lotus,  is  doing  a  pro- 
motion for  its  program  called  1,2,3,  a 
hot-selling  business  package,  that 
must  be  costing  them  $1  million  a 
month,"  says  Dennis  Vohs,  executive 
vice  president  of  Management  Sci- 
ence. "That'll  raise  the  ante  a  little. 
And  pretty  soon  we're  going  to  start 
advertising  on  television.  That'll  raise 
it  a  bit  more." 

But  meanwhile,  whole  new  product 
categories  or  unthought-of  specialties 
inevitably  appear,  limited  only  by  the 
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imaginations  of  people  with  PCs. 
Horoscope  programs,  veterinarians' 
accounts  receivable  programs,  a  sew- 
ing pattern  resizer,  genealogy  pro- 
grams, dairy  herd  records,  all  these 
already  exist. 

Says  John  Imlay,  of  MSA,  "What 
you  look  for  is  a  repetitive  application 
that  is  a  bother  to  people  and  that  you 
can  put  on  a  machine  and  make  10 
times  easier.  It  can  be  anything,  any- 
thing at  all:  handicapping  golf,  sched- 
uling bowling  lanes  or  johns  in  a  bor- 
dello, you  name  it." 

"We  won't  remain  a  one-product 
company,"  foe  hastens  to  tell  a  visi- 
tor. "It's  too  dangerous."  Their  next 
venture  will  be  a  program  to  teach 
kids  touch-typing,  dubbed  Quick- 
Finger.  Fred  brightens.  "It  will  play 
like  an  arcade  video  game,  see,  and 
you'll  have  to  type  faster  and  taster, 
and  eventually  keep  your  eyes  off  the 
keyboard  to  keep  winning." 

Time  will  tell  how  things  go  for  Joe 
and  Fred.  Meanwhile,  on  the  follow- 
ing pages  Forbes  looks  at  seven  other 
new  entrepreneurs — some  who  al- 
ready have  made  it  big  in  this  space 
age  cottage  industry,  some  who  clear- 
ly seem  about  to. 


Software 
Rx 


It  is  an  adventure  sidestepping 
through  the  sawdust  and  buzzing 
drills  at  Health  Information  Systems' 
expanding  Brooklyn  quarters  to  Presi- 
dent George  Weinberger's  spartan  hut 
comfortable  office.  Once  there,  Wein- 
berger, 35,  is  quick  to  relate  how  HIS, 
which  leases  hardware  and  sells  suit 
ware  to  the  health  care  industry,  grew 
from  a  $50,000  investment  in  1978, 
went  public  in  1980  and  now  has  a 
market  value  of  $100  million  despite 
sales  of  only  $7  million. 

Not  bad  for  an  ex-Brooklyn  College 
computer  professor  who  quit  six  years 
ago  to  become  a  consultant.  One  ot 
Weinberger's  early  assignments  was  a 
rush  job  to  help  a  health  care  facility 
deal  with  a  last-minute  revision  in  a 
New  York  State  billing  law.  Working 
80  to  100  hours  a  week  for  three 
weeks  (sending  someone  to  his  home 
for  a  change  of  clothes),  he  finished 
his  program  on  time — only  to  fall 
asleep  at  his  client's  terminal  during 
installation. 

But  Weinberger  awoke  to  an  idea  to 
market  his  brainchild  to  others  in  the 
industry.  One  surgical  supplier  client, 
Barry  Septimus,  was  so  enthusiastic 
about  the  potential  that  he  joined 
Weinberger  to  start  HIS  and  is  now 
chairman. 


At  the  time  most  nursing  homes, 
hospitals  and  clinics  still  relied  on 
outside  service  bureaus  like  Shared 
Medical  Systems  or  McDonnell 
Douglas'  McAuto  to  process  then 
billings.  Weinberger's  approach  made 
in-house  computers  more  cost-effi- 
cient and  more  accessible  to  person- 
nel with  no  computer  skills.  By  offer- 
ing to  lease  (mostly)  Qantel  minicom- 
puter hardware  along  with  his 
software,  Weinberger  saved  his  cli- 
ents a  step  and  could  guarantee  cli- 
ents would  keep  up  with  the  state  of 
the  art. 

That's  capital  intensive — "Barry 
and  I  pooled  our  funds  and  borrowed 
from  friends  and  family,"  Weinberger 
recalls.  "At  one  point  we  were  in  debt 
to  the  tune  ot  $800,000."  But  it 
worked.  When  Weinberger  brought 
HIS  public  in  November  1980,  it  was 
nut  cash  he  needed  anymore,  hut  \  isi 
bihty.  Says  he,  "How  can  hospitals 
with  budgets  many  times  larger  than 
ours  have  confidence  in  HIS'  small 
revenue  base'  Going  public  gave  us  an 
aura  that  we  weren't  just  a  little  store- 
front partnership."  Of  course,  Wein- 
berger didn't  mind  the  $2. 7  million 
raised  from  the  initial  350,000  shares 
sold  at  73/a. 

But  Weinberger  had  big  things  in 
mind,  among  them  adapting  his  mini- 
computer program  to  take  advantage 
of  big,  powerful  IBM  mainframes  in 
the  larger  hospitals.  HIS  programmers 
"thought  I  was  crazy,"  he  recalls. 


Weinberger  of  I  IIS 

"Going  public  gave  us  an  aura. 


"They  thought  it  would  he  impossible 
to  translate  the  program  from  a  mini- 
computer, designed  to  run  with  may- 
be 20  terminals,  to  the  completely 
different  structure  of  a  mainframe 
that  can  support  some  2,000."  None- 
theless, the  company  announced  its 
new  product  in  May  1982.  The  stock 
market  reacted  ecstatically,  boosting 
HIS  from  8  (adjusted  for  a  1981  2-for-l 
split)  to  about  21  by  year-end.  HIS — 
unusual  in  its  industry — met  its  fan.  1 
deadline  for  completion.  Weinberger 
hopes  to  install  12  to  18  systems  over 
the  next  18  months.  At  over  $1  mil- 
lion each,  that  could  mean  revenues 
of  $20  million.  After  yet  another  3- 
for-2  split  and  a  50%  stock  dividend, 
the  stock  is  back  up,  trading  at  about 
32,  making  Weinberger's  31.6%  stake 
worth  a  cushy  $33.4  million. 


Accounting  for 
the  millions 


When  Ronnie  Green  applied  for 
a  loan  in  1977  to  buy  one  of 
ComputerLand's  first  franchises,  his 
banker  simply  laughed.  Green,  a  data 
processing  manager  for  1 1  years  who 
had  originally  hoped  to  be  a  research 
biochemist,  lacked  experience  run- 
ning a  business.  But  he  managed  to 
get  a  $50,000  Small  Business  loan  to 
set  up  shop  in  San  lose,  Calif.,  and 
within  two  months  he  turned  a  profit. 

Green  found  his  sales  job  tough  in 
those  days,  with  virtually  no  software 
on  the  market  for  home  computers. 
He  also  saw  an  untapped  market  in 
"mom-and-pop  stores  that  were  doing 
shoe-box  accounting"  and  realized 
that  "for  the  cost  of  one  extra  clerk, 
they  could  have  a  computer  sys- 
tem"— it  he  could  find  supporting 
software. 

Green  didn't  look  tar.  lie  buckled 
down  to  write  a  program  of  his  own. 
His  first  effort  was  an  "editor,"  a  pro- 
gramming tool  for  Apple  customers. 
That  sold  for  $40  and  helped  support 
his  longer-term  protect:  a  general  ac- 
counting system  that  would  retail  at 
$4,000  for  control  program  machines 
(CP/Ms)  like  the  Altos  and  IBM  PC.  It 
took  over  two  years  to  finish,  and  by 
1979,  Green  was  ready  to  start  Soft- 
ware Dimensions  with  about  $4,000 
from  his  store's  profits.  All  the  tools 
he  needed  were  at  his  disposal:  He  put 
his  wife  in  charge  of  running  the  store 
and  had  two  ot  his  ComputerLand 
employees  help  program  some  of  the 
machines  on  display  in  his  shop.  "I 
was  sneaky,"  he  admits,  giving  him- 
self $10,000  credit  to  purchase  his 
first  two  computers. 

From  the  beginning,  Green's  prod- 
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wisdom  said. 


'Global  oil  glut... 
trim  your  sails.' 
Diamond  Shamrock 
responded  with 
$161  million  for 
five  offshore 
Alaska  leases." 

—  W.  H.  Bncker 


On  October  13,  1982  Diamond 
Shamrock  successfully  bid  $161 
million  for  exploratory  leases  off 
Alaska's  north  slope.  With  the 
price  of  oil  down,  why  did 
Diamond  Shamrock  make  the 
largest  exploration  commitment 
of  its  history? 

1.  Pretty  obviously,  Diamond 
Shamrock  believes  there  is  oil  in 


the  Harrison  Bay  structure  under 
the  Beaufort  Sea.  If  oil  is  found, 
we  believe  it  could  be  a  reservoir 
so  huge  it  would  increase  our 
domestic  reserves  many  times 
over.  And,  despite  the  fact  it  is 
buried  a  mile  and  a  half  under 
the  arctic  ice,  our  cost  per  barrel 
will  be  remarkably  low.  That 
judgment  is  shared  by  our 


partners  and  the  geological 
community. 

2.  We  see  a  bright  future  for 
oil.  In  the  U.S.  alone,  demand  for 
energy  is  expected  to  increase 
15%  by  1990  .  .  .  and  only  com- 
panies that  explore  for  signifi- 
cant new  reserves  today  will  be 
ready  to  meet  that  demand. 

3.  The  timing  was  right. 


Diamond  Shamrock  had  the 
resourcefulness  .  .  .  and  the 
financial  resources  .  .  .  to  signifi- 
cantly and  successfully  partici- 
pate in  the  third  largest  lease 
sale  ever. 

We  have  found  that,  from  time 
ito  time,  the  unconventional 
action  can  generate  the  uncom- 
mon profit.  Write  Director  of  Com- 


munications, Suite  3255,  for  the 
booklet  "The  Beaufort  Sea 
Story."  And  for  all  the  facts  on 
Diamond  Shamrock.  Entrepre- 
neurial. Big  enough  to  make  an 
impact.  And,  when  genuine 
opportunity  knocks,  pretty 
darned  resourceful. 
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Diamond  Shamrock 

The  resourceful  company. 

Diamond  Shamrock  Corporation, 
Dallas,  Texas  75201 


Ronnie  Green  of  Software  Dimensions 

The  second  time  the  bankers  didn't  laugh. 


ucts — the  accounting  packages  for  the 
CP/M  and  later  a  program  adapted  for 
the  Apple  that  sells  for  $1,000 — were 
packaged  and  marketed  outside, 
through  publisher  Systems  Plus. 
"Back  then  packaging  consisted  of  a 
diskette  with  photocopied  instruc- 
tions in  a  baggie,"  says  Green.  But  as 
the  industry  quickly  evolved,  Green 
itched  for  more  control  over  the  pro- 
cess. And  that  required  capital. 

By  late  1981  Software  Dimensions 
was  yielding  22%  pretax  on  its 
$500,000  revenues,  which  he  plowed 
back  into  product  development.  So 
Green  again  went  knocking  at  bank- 
ers' doors. 

This  time  they  didn't  laugh.  He 
walked  away  with  a  $500,000  line  of 
credit,  from  which  he  drew  $200,000 
to  pay  taxes  and  hire  a  small  market- 
ing and  sales  staff. 

Meanwhile,  getting  the  money 
turned  out  to  have  been  easier  than 
luring  experienced  help.  "We  were  a 
small  development  house  in  the  big 
valley  and  couldn't  compete  with 
large  companies  for  people,"  Green 
explains.  So  Green  moved  his  outfit  to 
Citrus  Heights,  a  suburb  of  Sacramen- 
to, where  he  could  pay  his  employees 
up  to  10%  less,  since  the  cost  of  living 
was  lower. 

By  the  next  fiscal  year,  ended  lune 
1982,  sales  hit  $2.2  million,  with  prof- 
its of  about  $480,000,  which  were  also 
reinvested.  "There  are  a  lot  of  teenage 
millionaires  in  the  Valley,"  muses 
Green.  "But  if  you  intend  to  be  around 
next  year,  you  have  to  dump  a  lot  of 
that  into  R&D." 


Green  figured  he  would  need  an  ad- 
ditional $2  million.  Before  he  could 
decide  between  going  public  or  seek- 
ing venture  capital,  Green  was  ap- 
proached by  ASK  Computer  Systems, 
a  minicomputer  software  outfit  look- 
ing for  quick  entry  into  the  micro 
market.  A  deal  valued  at  about  $12 
million  is  in  the  works. 

Now  it  is  Green  who  is  laughing. 
"No  more  hassles  getting  capital  or 
going  public,"  he  says. 


Odd 
job 


Ensconced  alone  in  his  spacious 
Menlo  Park,  Calif,  offices,  R. 
Alan  Carl,  37,  contemplates  his  tiny 
software  company,  Automation  Con- 
sultants. "One  reason  I  started  my 
own  business  is  that  I  felt  there  is 
never  a  bad  job  market  for  an  entre- 
preneur," he  says. 

After  receiving  a  University  of  Chi- 
cago M.B.A.,  Carl  worked  his  way  up 
to  assistant  vice  president  at  Wells 
Fargo's  economics  department  doing 
statistical  and  economic  work  involv- 
ing computers.  Learning  the  equip- 
ment required  developing  some  ex- 
pertise in  computers,  so  when  Carl 
grew  bored  with  banking,  he  and  a 
partner  each  put  up  $1,000  for  office 
supplies,  and  in  1976  started  subcon- 
tracting as  freelance  programmers. 

Carl  and  his  partner  soon  had  to 
bring  in  a  staff  of  local  college  under- 
graduates to  help  keep  up.  The  prob- 
lem with  that,  he  says,  was  that  "it 
became  difficult  to  control  the  quality 
when  we  weren't  there  ourselves. 
And  profits  kept  eroding  because  in- 
stallation required  so  much  hand- 
holding."  So  the  two  decided  to  pack- 
age (standardize)  programs — also 
tough.  Besides  marketing  and  docu- 
mentation, there  was  the  problem  of 
"getting  businessmen  spending 
$30,000  for  a  minicomputer  to  accept 
a  packaged  solution." 
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Carl  also  had  difficulty  convincing 
his  partner  not  to  take  in  venture  cap- 
ital. Amid  the  dispute,  he  bought  out 
his  partner  in  1979.  "That  was  the 
worst  decision  I've  made  yet,"  moans 
Carl.  "We  should  have  dissolved  the 
partnership  and  split  the  assets." 

Meanwhile,  Carl  had  learned  of  a 
large  gap  in  the  software  market:  job 
costing  systems  for  contractors — not 
just  builders  or  programmers-for-rent 
like  Carl  but  architects,  landscapers, 
ad  agencies  and  many  others.  He 
assigned  development  of  a  job-cost 
system  on  the  Durango  minicomput- 
er to  his  cadre  of  programmers.  By  the 
time  he  was  able  to  turn  his  attention 
to  the  program,  he  found  it  in  serious 
trouble.  "I  yanked  my  staff  off  and 
finished  the  program  myself  in  a 
month,"  he  says.  But  that,  in  turn, 
hurt  the  neglected  consulting  side  of 
his  business.  It  wasn't  long  before 
Carl  got  behind  in  his  payments  to  his 
ex-partner  and  had  to  sign  over  the 
rights  to  his  job-costing  package. 

But  Carl  was  saved  by  the  new  wave 
of  microcomputers.  He  buckled  down 
to  adapt  his  original  program — which 
ran  only  on  larger  minicomputers — 
for  the  new  micros.  It  took  nearly 
nine  months  of  struggle,  but  in  late 
1981  he  was  ready — in  time  for  a  ma- 
jor computer  trade  show,  where  he 
met  up  with  Peachtree  publishers. 
"They  liked  it  because  our  program 
was  written  in  the  same  language  as 
most  of  their  other  packages,  because 
it  was  flexible  enough  to  be  used  by  so 
many  different  types  of  end-users 
without  major  modifications,  and  be- 
cause it  was  deceptively  simple." 

Since  Peachtree  brought  his  pro- 
gram to  market  last  November,  they 
have  been  selling  about  50  packages  a 
month,  for  $1,000  each.  Now  that 
Peachtree  has  closed  down  its  pub- 
lishing, though,  Carl  will  find  other 
publishers.  It's  the  only  way  to  go,  he 
says:  "It's  much  better  to  have  them 
market  up  to  1,000  copies  a  year  and 
get  my  small  cut.  On  my  own  I'd  be 
lucky  to  sell  50  a  year.  They're  going 
to  earn  their  80%." 


Hail, 
Columbia 


Wayne  Erickson's  MicroRIM  Inc. 
may  finally  be  on  the  brink  of 
commercial  success. 

Erickson,  36,  first  developed  his 
RIM  (Relational  Information  Manage- 
ment) software  for  mainframes  in 
1977,  while  he  was  a  programmer  at 
Boeing's  Computer  Services  division. 
It  was  later  used  by  NASA  to  track  the 
first  space  shuttle's  errant  ceramic 


Wayne  Erickson  of  MicroRIM 
Good  enough/or  the  shuttle. 


tiles.  But  not  without  some  false 
starts. 

After  Erickson  and  a  Boeing  col- 
league created  their  first  prototype, 
their  supervisors  "smiled,  but  put  it 
on  a  shelf  somewhere."  Other  data- 
base software  was  available  for  large 
business  applications,  but,  Erickson 
points  out,  nothing  for  the  scientific 
field.  RIM,  he  says,  was  programmed 
to  "think  like  an  engineer:  to  collect, 
organize  and  rearrange  data  in  a  more 
structured  and  flexible  way."  But 
Boeing,  he  says,  didn't  care. 

Frustrated,  Erickson  left  in  1979  to 
work  at  the  University  of  Washing- 
ton's computer  center  and  enhance 
RIM  on  his  own.  Soon  NASA,  a 
Boeing  client,  approached  Erickson.  It 
needed  RIM  for  its  shuttle  project. 
Erickson  spent  evenings  and  week- 
ends over  the  next  three  months  on 
the  task.  He  was  on  to  something. 

He  began  to  think  about  how  to 
transpose  RIM  onto  the  new  Heathkit 
personal  computer  he  was  building  in 
his  spare  time.  If  that  were  possible, 
Erickson  could  endow  a  small  com- 
puter with  flexibility,  speed  and  orga- 
nizational power  available  then  only 
with  large  systems. 

Oddly,  commercial  possibilities 
didn't  occur  to  Erickson  until  his 
older  brother,  Ron,  an  attorney  whom 
the  younger  Erickson  describes  as  "a 
wheeler-dealer  type,"  convinced  him 
that  together  they  could  take  such  a 
product  to  market. 


So  Erickson  went  back  to  the  draw- 
ing board  evenings  and  weekends, 
while  Ron  and  an  investment  banker 
friend  worked  out  the  financial  nitty- 
gritty.  They  formed  MicroRIM  in  No- 
vember 1981  with  a  $200,000  line  of 
credit,  which  they  and  another  board 
member  they  brought  in  had  to  per- 
sonally guarantee.  Erickson  pared 
down  his  work  at  the  university  and 
quit  the  following  year. 

The  first  year  brought  in  $360,000 
revenues,  with  a  loss  of  $200,000.  But 
that  did  little  to  dampen  some  new 
investors'  appetite  for  MicroRIM; 
they  snapped  up  a  $500,000  private 
stock  offering  last  November. 

MicroRIM  is  still  not  out  of  the 
woods.  It  has  yet  to  break  even,  and  as 
the  offering  prospectus  cautions: 
"The  company  is  dependent  on  one 
software  product.  .  .  .  The  absence  of 
adequate  financing  could  have  an  ad- 
verse effect.  .  .  .  New  products  may 
render  the  company's  product  obso- 
lete ..."  and,  perhaps  most  ominous, 
"Computer  software  systems  cannot 
be  patented,  and  any  copyright  laws 
may  not  be  meaningful."  Meanwhile, 
though,  in  addition  to  the  1,500 
copies  of  RIM  that  have  been  sold  so 
far  (it  retails  for  $595  to  $1,035,  de- 
pending on  which  options  are  bought 
with  it),  the  Coast  Guard  announced 
that  it  intends  to  buy  1,000  more  to 
help  track  people  and  equipment. 
That  should  bring  sales  of  $2  million 
to  $3  million  and  propel  MicroRIM 
into  the  black  by  this  fall.  And  Wayne 
owns  40% . 


Computer 
scholastics 


Computers  are  dumb,"  says  James 
Schuyler.  True.  Yet  he  started 
DesignWare  in  San  Francisco  three 
years  ago  to  "teach"  computers  how 
to  teach  people. 

Schuyler,  37,  spent  a  lot  of  time  in 
school  himself.  He  worked  his  way 
through  math  and  computer  science 
degrees  at  Northwestern  University 
as  a  computer  consultant  to  some  of 
his  professors,  mostly  in  program- 
ming, keypunching  and  writing  for  $3 
an  hour.  By  the  time  he  had  earned  his 
Ph.D.,  Schuyler  had  started  Sky  En- 
terprises and  employed  six  students 
to  help  him. 

After  graduation,  Schuyler  taught 
at  Northwestern's  school  of  educa- 
tion for  a  few  years,  "But  once  I  got 
bitten  by  the  entrepreneurial  bug  it 
was  hard  to  shake,"  he  says.  By  1980 
he  had  scrounged  up  $20,000  to  get 
DesignWare's  first  computer 
courseware  program  off  the  ground. 
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DesignWare's  James  Schuyler  and  friends 

Using  helicopters  to  spell,  computers  to  teach. 


He  bought  about  $10,000  worth  of 
computers  and  split  the  rest  of  the 
money  between  office  supplies  and 
travel.  By  May  he  negotiated  his  first 
deal,  to  develop  Computer  Discovery, 
an  electronic  course  on  the  history, 
programming  and  social  impact  of 
computers.  It  became  part  of  Apple's 
Appleseed  program,  a  giveaway  to 
schools  that  purchased  its  computers. 
It  has  since  been  republished  for  over 
half  a  dozen  other  machines. 

Design  Ware  was  immediately  prof- 
itable, generating  10%  aftertax  on 
$200,000  revenues  its  first  year, 
which  Schuyler  plowed  back  into  the 
company.  Since  then  he  and  his  now 
dozen  or  so  programmers  have  contin- 
ued to  write  educational  software, 
mostly  for  schools.  He  depends  on  the 
likes  of  Harcourt  Brace  Jovanovich, 
Harper  &  Row  and  textbook  publisher 
D.C.  Heath  to  publish,  market  and 
distribute  his  dozen  or  so  programs. 
Most  classroom  packages,  retailing 
for  about  $175,  include  several  disk- 
ettes and  20  or  30  workbooks. 

Last  November  Schuyler  turned 
over  about  a  third  of  his  company  to 
venture  capitalists  for  $300,000  in  or- 
der to  develop  a  new  line  of  consumer 
educational/game  programs,  which 
he  plans  to  publish,  market  and  dis- 
tribute himself.  Among  them:  Spelli- 
copter,  a  spelling  game  geared  to  ages 
5  to  12,  where  kids  "fly"  helicopters 
to  pick  up  scrambled  letters  in  order 
to  spell  a  word. 

While  Schuyler  still  owns  about  a 
third  of  his  company  {outside  inves- 
tors own  another  third  and  other  in- 
siders the  rest),  he  foresees  further 
diluting  of  his  share  with  a  second 


round  of  venture  capital.  Another  en- 
trepreneur bites  the  dust?  "That's 
what  you  have  to  do  to  cash  in  on  your 
investment,"  shrugs  Schuyler,  shirt- 
sleeves rolled  up.  "By  the  time  I  cash 
out  on  this  I  expect  the  company  to  be 
doing  $20  million  revenues,  and  my 
percentage  will  still  be  15%  to  20%. 
By  1986  or  1987  I  expect  to  either  go 
public  or  be  acquired."  Then  what?  "I 
plan  to  start  a  new  company,  some- 
thing in  the  computer  field  but  com- 
pletely different.  Now  I  have  no  idea 
what,"  he  muses.  "By  then  the  indus- 
try will  be  completely  changed." 


Back  to  the 
dice  table 


When  Adora  Ku  and  Gary  Dues- 
terberg  first  met  in  1975  while 
both  were  working  in  separate  divi- 
sions of  a  university  data  processing 
department,  they  would  send  each 
other  notes  and  arrange  dates  via  their 
computer  terminals.  A  year  later  they 
got  married  and  in  1978  started  Busi- 
ness Software  House,  Inc.,  which 
cleared  almost  30%  profits  on 
$150,000  last  year,  up  50%  from  1981. 

Ku,  32,  has  the  presidential  post, 
while  her  husband,  34,  takes  second 
billing  and  does  most  of  the  software 
design  and  development.  "I'm  the  one 
with  the  administrative  background," 
Ku  explains.  The  two  still  use  their 
computers  to  set  up  social  and  busi- 
ness schedules,  but  now  they  use  Per- 
sonal Calendar,  their  first  packaged 
software  program. 

Personal  Calendar  communicates 
schedules  between  people,  schedules 


meetings  or  use  of  office  space  and 
equipment  and  analyzes  employees' 
time.  It  can  also  track  clients  or  pa- 
tients who  repeatedly  cancel  appoint- 
ments and  helps  an  executive  break 
down  billable  time  and  "remember" 
appointments  or  important  events. 

As  newlyweds,  Ku  and  Duesterberg 
moved  to  Atlanta  and  a  year  later 
started  consulting  and  designing  cus- 
tom application  software  for  a  mini- 
computer manufacturer,  a  local  gov- 
ernment agency  and  a  construction 
company,  among  others.  As  business 
grew,  they  began  to  realize  that  "as  a 
service-oriented  business,  we  were 
limited  by  the  number  of  hours  in  the 
day,"  says  Duesterberg.  With  all  the 
handholding  that  clients  required, 
"when  a  customer  called  two  times  to 
learn  how  to  operate  his  program,  we 
lost  money,"  adds  Ku. 

The  idea  of  packaging  or  even  reap- 
plying custom  programs  was  appeal- 
ing but  obstacle-ridden.  For  one  thing, 
they  lacked  funds  and  experience  for 
marketing  and  were  unwilling  to  give 
up  a  major  piece  of  the  company  to 
venture  capitalists.  Computer  owners 
preferred  custom-designed  software. 
But  the  road  was  already  being  paved 
by  early  publishers  of  lower-cost,  gen- 
eral-purpose packages. 

One  publisher,  Peachtree  Software, 
retained  Ku  and  Duesterberg  in  1979 
to  help  develop  inventory,  general 


/  ft  tsi)  /ess  Sofia  are  s  Duesterberg,  Ku 
Easy  to  get  in,  but  hard  to  stay. 
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ledger  and  mailing  list  programs. 
"Then  Peachtree  tossed  us  some  ideas 
it  had  for  automating  executive  tasks 
and  asked  if  we  were  interested  in 
designing  one,"  explains  Ku.  The  cal- 
endar scheduling  idea  impressed 
them,  and  they  went  to  work. 

It  took  a  year  to  design  and  develop 
Personal  Calendar.  Peachtree  did  the 
documentation  (essentially,  the  in- 
struction manual)  and  packaging  and 
brought  the  software  program  to  mar- 
ket last  December.  The  package  origi- 
nally retailed  for  $375,  but  competi- 
tive pressures  forced  Peachtree  to 
slash  the  price  to  $195.  So  far  it  has 
been  selling  about  1,000  copies  a 
month.  "It  could  even  outsell  Visi- 
Calc,"  exults  Duesterberg.  Peachtree 
started  selling  it  in  April  for  the  16-bit 
IBM  PC  and  is  repackaging  Personal 
Calendar  for  home  use. 

"It's  easy  to  get  into  this  business, 
but  hard  to  stay  in,"  notes  Ku.  "You 
can  hit  it  with  one  product  like  a  pet 
rock,  but  then  you  have  to  go  back  to 
the  dice  table." 

That's  where  she  and  Duesterberg 
are  now. 


Off  the 
A  train 


Edward  Brayman  has  been  writing 
software  for  microcomputers  out 
of  his  small  Manhattan  apartment  for 
about  a  year.  Its  furniture:  several  file 
cabinets  that  support  a  long  tabletop 
on  which  is  set  up  about  $25,000 
worth  of  personal  computers — Apple 
II,  Apple  III,  IBM  PC,  printer  and  Rolo- 
dexes  of  diskettes.  No  couch,  a  few 
cushions  stashed  beneath  a  corner 
card  table  and  showing  little  wear.  A 
spiral  staircase  rises  to  a  loft  bedroom 
whose  terrace  overlooks  the  rear  of 
several  city  tenements. 

It's  quite  a  leap,  though,  from  the 
straitened  circumstances  in  which  he 
wrote  his  first  program,  BisiGraph,  a 
business  graphics  package  just  sold  to 
USA  Software.  Before  last  year  Bray- 
man claims  he  spent  eight  months 
working  by  day  on  a  computer  at  a 
friend's  apartment  and  by  night 
"sleeping  around." 

"I  was  so  broke,  I  had  no  place  to 
stay  except  the  streets  or  subway. 
Mostly  the  A  train.  That  was  the 
cleanest." 

In  1976  New  Yorker  Brayman 
dropped  out  of  college  six  credits 
away  from  a  joint  B.A./M.A.  degree  in 
math.  He  got  his  first  job  as  a  pro- 
grammer in  Salt  Lake  City.  "I  told  the 
guy  I  had  experience  that  I  didn't 
have."  After  a  year  he  returned  to 
New  York,  where  he  landed  another 


programming  job  on  Wall  Street.  In 
two  years  he  had  worked  his  way  up 
to  data  processing  manager  by  spend- 
ing most  of  his  spare  time  in  the 
firm's  library,  teaching  himself. 

I.t  wasn't  long  before  Brayman  got 
the  itch  to  strike  off  on  his  own.  "I 
saw  the  software  out  there,  -and  I 
knew  I  could  do  a  lot  better,"  he  says. 
At  the  time  there  was  virtually  none 
available  for  the  then-new  Apple  III. 
Sacrificing  a  place  to  sleep,  he  quit  to 
work  full  time  on  his  business  graph- 
ics program,  using  a  friend's  Apple 
computer.  "Originally  the  package 
was  done  as  a  quickie,  to  make  a  cou- 
ple dollars  so  I  could  get  off  the 
streets,"  he  says.  He  let  a  computer 
store  use  it  as  a  demo,  where  an  Apple 
executive  was  impressed  enough  to 
put  him  in  touch  with  the  presidents 
of  several  software  publishers,  and  he 
was  on  his  way. 

Brayman  negotiated  the  USA  Soft- 
ware contract  for  BisiGraph  with  the 
aid  of  a  tax  attorney  with  whom  he 
had  been  bartering  computer  consult- 
ing services  in  exchange  for  legal  ad- 
vice. This  was  for  a  fee,  though,  which 
took  up  most  of  the  development 
costs.  Since  he  had  access  to  his 
friend's  Apple,  Brayman's  only  other 
cost  was  disks,  which  run  about  $2 


each  in  quantity.  The  final  package 
fits  on  one  disk,  but  Brayman  used 
about  50  along  the  way. 

The  BisiGraph  package  will  be  re- 
leased in  a  month  or  so  and  retail  near 
$150.  "It's  hopefully  one  of  the  best 
business  graphics  packages  out 
there,"  Brayman  boasts.  "It's  the  sim- 
plest to  use.  All  my  programs  have  the 
entire  reference  manual  built  into 
them.  At  any  point  in  the  program, 
you  hit  one  key  and  it  goes  to  the  right 
page  in  the  manual  and  tells  you  what 
to  do." 

He  is  now  holed  up  in  his  office/ 
apartment,  working  on  an  equipment 
tax-leasing  program  that  he  plans  to 
market  solo  through  his  own  new 
company,  Useable  Software,  which 
Brayman  says  is  backed  by  a  partner 
who  just  left  a  $100,000-a-year  Wall 
Street  job  to  join  him  full  time. 

"We  already  have  more  than  20 
companies  interested  in  buying  the 
leasing  package,"  he  gloats.  "But  to 
sell  1,000  disks  will  cost  close  to 
$100,000  in  advertising  and  packag- 
ing. For  now  I'm  pretty  well  set.  I 
know  where  the  money  is  coming 
from.  In  fact,  by  early  next  year,  be- 
tween the  proceeds  from  BisiGraph 
and  the  leasing  programs,  I  hope  to  be 
joining  the  millionaires'  club."  ■ 


Edward  Brayman  of  ( seable  Software 
Capitalizing  on  a  quickie  to  get  off  the  street. 
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Fine  Quality 
Solid.  And  Swiss 


Good  reasons  to  choose  Zurich-American 
Insurance  Companies. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  for  sound  business 
insurance  advice.  Vast  technical  expertise.  And  the 
financial  strength  to  protect  your  enterprise. 

You'll  find  wespeakplain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  quality. 

Zurich-American 

American  Creativity.  Swiss  Dependability. 


Were  American.  In  every  way.  Contemporary. 
Innovative.  Productive. 

But  our  Swiss  heritage  makes  us  sticklers  for 
quality.  Sticklers  for  doing  things  right. 

State-of-the-art  ideas  tempered  by  old  world 
standards. 

Good  reasons  why  you  should  have  an 
American  organization  of  Swiss  descent  protecting 
yourvalued  business. 


ZURICH- AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 


There  is  no  cheap  alternative  to  flying  the  airlim « 


Of  course  buying  an  airline 
ticket  is  cheaper  than  buying  a 
company  jet. 

But  what  has  that  got  to  do 
with  anything? 

The  time  to  jump  on  an  air- 
plane to  go  sign  a  merger,  or  beat 
a  deadline,  or  snap  up  a  property, 
or  negotiate  a  treaty  is  when  busi- 
ness conditions  are  favorable  and 
when  the  personalities  involved 
are  ready. 

Not  when  some  travel  agent 
thinks  he  can  squeeze  you  into  a 


late  departure  on  standby. 

And  so,  painful  as  it  may  seem 
to  you,  consider  for  a  moment  life 
without  travel  agents.  Without  air- 
lines. Without  the  congested  air- 
ports, the  long  lines,  the  missed 
connections,  the  endless  delays, 
the  puzzling  food,  the  lost  luggage. 

Without  the  excuses  for  the 
missed  meetings.  The  ruined 
schedules.  The  forfeited 
opportunities. 

Consider  life  without  all  those 
things  for  a  moment,  and  also 


consider  this. 

You  will  never  control  your  :o 
business  until  you  control  you  1 
transportation. 

And  you  will  never  control  <p 
transportation  until  you  own  y  5r 
transportation. 

At  this  point,  of  course,  we  f 
could  tell  you  how  we've  simpl 
the  choices  for  you. 

We  could  tell  you  how  the  :| 
treme  fuel  economy  of  our  wk  e 
body  Canadair  Challenger  60C lif 
fers  the  first  economically  fea:  3 


id  that  happens  to  be  irrelevant. 


tative  to  the  cramped  little 
Continental  jets  you're  prob- 
hore  familiar  with. 

how  our  long-range 
finger  601  will  fly  you  more 
bmically,  yet  in  greater  wide- 
comfort,  than  any  other  inter- 
nental  corporate  jet  in  the 

ijjt  the  truth  is,  finding  the 
tic  aircraft  that's  right  for  you 
jery  important  at  this  stage. 
1'hat's  important  is  analyzing 
ature  and  frequency  of  your 


corporate  travel  to  determine 
whether  or  not  you  should  get  off 
the  airlines  in  the  first  place. 

Believe  it  or  not,  we  might  just 
tell  you  to  keep  your  seat. 

For  information  on  the  inner 
workings  of  a  travel  analysis,  or  for 
the  facts  and  figures  on  the 
Challenger  600  and  601,  or  even 
for  nothing  more  than  an  intelli- 
gent discussion  about  corporate 
travel  in  general,  the  man  to  speak 
with  is  Mr.  James  B.  Taylor,  Presi- 
dent of  Canadair  Inc. 


Feel  free  to  pick  up  your  tele- 
phone and  call  him  at  (203)226- 
1581. 

Or  write  him  at  Canadair  Inc., 
274  Riverside  Avenue,  Westport, 
CT  06880.  .  


canadair 
chaiienQer 


Profiles 


If 'Gerry  Roche  calls,  don't  hang  up,  hear  him  out.  This  wooer  of 
top-level  talent  may  want  you  for  a  chief  executive  position. 


Headhunter 
to  the  stars 


By  John  A.  Byrne 

His  beaten,  brown  leather 
briefcase  in  hand,  Gerard 
Roche  strides  into  the  eleva- 
tor at  the  New  York  headquarters  of  a 
multibillion-dollar  corporation.  "Oh, 
no,"  quips  one  senior  executive,  "here 
he  is  again." 

Roche  laughs.  But  after  a  session 
with  the  stern-faced  chairman  he  is 
advised,  "From  now  on,  let's  meet  at 
the  apartment." 

A  tall,  polished  man  of  51,  Roche's 
mere  presence  can  trigger  panic  in 
executive  suites.  "I  can't  even  go  out 
to  lunch  with  people  publicly,"  he 
explains. 

Don't  get  the  wrong  idea.  These  are 
just  occupational  hazards  of  being  an 
executive  recruiter — in  Roche's  case, 
the  most  successful  wooer  of  top-lev- 
el talent  in  the  business.  Even  his 
competitors  will  tell  you  that.  "He's  a 
first-class  professional,"  opines  Rus- 
sell Reynolds,  chairman  of  the  firm 
that  bears  his  name.  "The  industry 
can  use  another  20  people  like  him." 

In  two  head-hunting  decades  with 
Heidrick  &  Struggles,  where  he  now 
serves  as  chairman,  Roche  has  filled 
over  200  positions,  more  than  one- 
quarter  of  them  presidential  slots. 
Among  his  prize  catches:  Thomas 
Vanderslice,  who  left  General  Electric 
to  run  GTE;  Robert  Frederick,  another 
GE  alumnus  who  is  now  president  of 
RCA;  and  Edward  Hennessy,  who 
moved  from  United  Technologies  to 
take  over  at  Allied  Corp. 

Roche's  fee  is  typically  one-third  of 
a  position's  first-year  cash  compensa- 
tion, which  gives  him  annual  income 
of  perhaps  $500,000.  After  luring 
Pepsi-Cola  Co.  President  John  Sculley 


to  Apple  Computer,  for  example, 
Roche's  firm  pocketed  a  cool  third  of  a 
million,  plus  expenses. 

What  commands  such  fees  is 
Roche's  unusual  ability  as  a  personnel 
matchmaker.  "Somebody  said  to  me 
just  the  other  day,  'Bring  me  another 
Sculley,  I'm  sure  you  have  a  list  of 
them,'  "  Roche  explains.  "I  said  to 
myself,  like  hell  I  do.  I  have  to  go  out 
there  and  scour  the  country  again." 

Most  assignments,  of  course,  don't 
begin  that  way.  Roche's  toughest 
challenge  isn't  finding  potential  job 
hunters;  it  is  finding  jobs  that  need 
filling  and  employers  who  trust  him 
enough  to  assign  the  task  to  him.  Says 
Roche:  "You  can't  make  rabbit  stew 
without  the  rabbit." 

That's  why  Roche  spends  at  least 
one-third  of  his  time  developing  busi- 
ness— much  of  it  repeat  assignments 
from  the  900  or  so  corporations  that 
have  used  the  services  of  Heidrick  & 
Struggles  since  1980.  One  big  advan- 
tage to  using  outside  recruiters:  A  pro- 
spective employer  can  remain  confi- 
dential and  be  highly  specific  in  his 
demands  without  running  afoul  of  an- 
tidiscrimination and  equal  employ- 
ment rules.  Former  clients,  inciden- 
tally, are  off  limits.  Roche  agrees  not 
to  steal  an  executive  for  two  years 
after  completing  an  assignment. 

Once  Roche  lands  an  assignment, 
his  search  starts  with  a  routine  check 
with  the  firm's  computer  bank.  It 
holds  50,000  "active"  names,  drawn 
largely  from  previous  searches  and 
contacts.  A  support  staff  of  more  than 
100  performs  updating  and  keeps 
track  of  daily  executive  changes. 

Only  rarely,  however,  does  Roche's 
computer  give  a  name  he  can  recom- 
mend to  a  client.  What  it  delivers 


instead  are  prospects  who  can  be 
pumped  for  more  names.  Getting  to- 
gether an  initial  list  of  some  50  or  60 
people  is  the  easy  part.  "You  don't 
have  to  worry  about  their  age,  educa- 
tion or  span  of  responsibility,"  says 
Roche.  "A  machine  can  do  that.  The 
art  of  the  matter  is  the  ability  to  sit 
with  a  prospective  chief  executive 
and  decide  whether  he'll  fit  with  a 
strong-willed  chairman." 

Roche,  through  meetings  with  his 
client,  eventually  narrows  his  big  list 
to  three  to  five  individuals  with 
whom  the  prospective  employer 
meets.  Once  the  process  gets  this  far, 
Roche  claims  an  85%  success  rate — 
even  though  many  final-stage  candi- 
dates say  they  aren't  sure  they  want  to 
make  a  move. 

Enter  Roche  the  salesman.  He  often 
has  to  persuade  up-and-coming  execu- 
tives to  jump  ship.  And  even  though 
his  offers  typically  include  at  least 
30%  more  money,  getting  someone  to 
move  is  harder  today  than  it  once  was. 
"During  the  Sixties,  you  could  get 
anybody  to  go  anywhere  for  another 
five  or  ten  thousand  bucks,"  says 
Roche.  "Now  it's  hard  to  get  good 
people  away  from  the  hearth,  their 
boats,  the  garden  club  and  where  they 
like  to  play  tennis." 

In  all  of  this,  contacts  are  crucial. 
"There  isn't  anybody  I  meet  who  isn't 
a  prospect,  a  candidate,  a  reference  or 
a  client,"  laughs  Roche,  "and  all  are 
tax-deductible."  Often  entire  career 
plans  are  laid  out  on  the  dinner  table 
or  discussed  over  a  round  of  golf. 
Roche  regularly  entertains  at  his 
Chappaqua,  N.Y.  home — informally, 
but  always  with  a  purpose.  "He 
doesn't  do  anything  lightly,"  says  Mi- 
chael Dingman,  a  Roche  client  who  is 
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now  president  of  The  Signal  Cos. 

Matching  up  clients  and  candidates 
is  tricky  business.  And  Roche  match- 
es aren't  always  made  in  heaven. 
Maurice  Valente,  plucked  from  ITT, 
where  he  had  been  executive  vice 
president,  lasted  less  than  half  a  year 
as  the  number  two  man  at  RCA.  Ar- 
thur Taylor,  snatched  from  Interna- 
tional Paper,  where  he  was  chief  fi- 
nancial officer  and  executive  vice 
president,  was  let  go  four  years  later 
as  president  of  CBS  Inc.  In  both  cases, 
though,  RCA  and  CBS  turned  again  to 
Roche  to  find  replacements. 

Those  situations  are  particularly 


troubling  for  Roche.  "A  large  corpora- 
tion," he  says,  "can  survive  a  mistake. 
An  individual  can't.  I  once  put  a  'hot 
ticket,'  a  wunderkind,  in  a  fast-track 
corporation  where  he  was  soon 
ousted.  He  hasn't  connected  since, 
and  he  would  probably  be  the  presi- 
dent of  a  major  American  corporation 
today  if  he'd  never  met  me." 

But  magic  can  work  both  ways. 
Roche,  a  University  of  Scranton  grad- 
uate who  earned  an  M.B.A.  from  New 
York  University  at  night,  was  head- 
hunted himself  in  1963.  Gardner 
Heidrick,  who  founded  Chicago-based 
H&S  30  years  ago,  tried  to  entice 


Roche,  then  vice  president  of  market- 
ing for  a  Mobil  division,  to  join  Mil- 
print,  a  Philip  Morris  unit  in  Milwau- 
kee. But  Roche  wound  up  working  in 
Heidrick's  New  York  office. 

"Early  on,  Gerry  always  went  for 
the  best  three  or  four  people  in  the 
country  for  a  job,"  says  Heidrick,  72, 
who  left  the  firm  last  year  to  join  his 
son  in  a  new  recruiting  business. 

Roche  was  named  chief  executive 
of  H&.S  in  1978,  but  he  refused  to  give 
up  a  full  search  load.  That  obviously 
didn't  work,  so  he  was  appointed 
chairman  two  years  ago.  Since  then, 
the  firm  has  fallen  on  difficult  times. 
In  1982  placements  fell  to  an  estimat- 
ed 500,  from  about  600  the  previous 
year.  Professional  staff,  close  to  100 
two  years  ago,  declined,  to  82.  Mean- 
while, Russell  Reynolds  claims  to 
have  surpassed  H&S  in  total  billings 
to  become  the  second-largest  firm  in 
the  field — behind  Korn/Ferry  Interna- 
tional. Revenues  there  probably  reach 
$25  million  to  $30  million  annually, 
roughly  50%  above  the  figure  at  H&S. 

Nonetheless,  Roche's  top-tier  as- 
signments seem  immune  from  the  re- 
cession. Part  of  the  reason  may  be 
Roche's  exceptional  social  skills, 
which  he  claims  he  picked  up  as  a 
teenager  serving  shoppers  at  his  fa- 
ther's corner  grocery  store  in  Scran- 
ton. With  that  in  mind,  Roche  is  now 
trying  to  prevent  his  son,  a  high 
school  senior,  from  taking  a  summer 
job  as  a  computer  programmer.  "I 
said,  'I  will  double  whatever  salary 
you  can  make  if  you  do  something 
that  forces  you  to  meet  people — even 
if  it's  pumping  gas  or  working  at 
McDonald's.'  " 

Knowing  how  to  work  well  with 
people,  in  fact,  is  Roche's  idea  of  the 
single  most  important  attribute  for 
chief  executives.  "Most  individuals 
fail  or  succeed  on  personal  character- 
istics," he  says.  "Number  one,  above 
all  else,  is  human  sensitivity.  You  get 
the  results  of  your  efforts  through  oth- 
er people,  so  you  have  to  be  able  to 
identify,  motivate,  measure  and  com- 
pensate them." 

Despite  his  recruiting  skills,  Roche 
insists  that  he  tries  to  encourage  cor- 
porations to  fill  positions  from  with- 
in. But  he  also  points  out  that  many 
corporations  pay  relatively  little  at- 
tention to  grooming  top-level  person- 
nel. "I  often  live  off  the  carnage  of 
failed  management  development  pro- 
grams," he  explains.  "The  president 
of  the  company  should  help  to  devel- 
op his  executive  vice  presidents,  and 
he  should  be  measured  according  to 
the  successors  he  has  developed.  Lots 
of  people  don't  do  that.  It's  why  I 
make  my  money."  ■ 
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With  First  Teamwork, 
mset specialists in 

aim,  education,  " 
government.  {  jmm 

Andinnovati 


Clark  Burrus 

Government,  Health  &  Sen  ices 


"At  First  Chicago,  teams  of  industry  special- 
ists deliver  exactly  what  you  need.  Whether 
through  municipal  financing,  bond  under- 
writing; or  cash  management,  the  First 
Teamwork  commitment  is  to  serve  the  ... 
complex  financial  needs  of  municipalities, 
health  care  facilities  and  educational 
institutions. 

"Since  1872,  First  Chicago  has  estab- 
lished a  reputation  for  consistency  and 
innovation  in  government,  health  and 
education  services.  Starting  with  products 
like  tax-exempt  commercial  paper  and 
demand  notes.  And  followed  by  specialized 
products  such  as  financial  futures  and  inter- 
est rate  swaps.  It's  what  you  expect  from 
the  product  innovators  at  First  Chicago. 

"The  hallmark  of  financial  leadership 
is  more  than  just  'deal'  making.  It's  a  total 
commitment  to  building  lasting  partner- 
ships with  our  customers.  A  relationship 
focused  on  your  needs.  That's  what  makes 
First  Teamwork  special. 

"See  how  our  commitment  can 
benefit  you.  Call  me,  Clark  Burrus.  at 
(312)732-7997." 


Atlanta — Baltimore — Boston — Chicago — Cleveland —Dallas— 
Denver—  Houston— Los  Angeles— Miami — New  York- 
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Americans  know  remarkably  little  about 
this  key  friend,  a  nation  of  84  million 
Muslims  surrounded  by  such  volatile 
neighbors  as  Afghanistan,  Iran,  China, 
the  Soviet  Union  and,  of  course,  India, 
from  which  it  was  carved  in  1947. 

Precariously 
poised... 

An  account  of  the  Forbes  Capitalist  Tool  team  in 
Pakistan 

By  Clifford  D.  Hay 

In  the  small,  dark  hours  of  an  early  April  morning, 
Malcolm  Forbes  and  several  members  of  the  world's 
only  international  goodwill  motorcycle  gang  found 
themselves  disembarking  from  a  Boeing  747  in  Karachi, 
the  populous  Pakistani  city  on  the  shores  of  the  Arabian 
Sea.  The  air  was  warm  and  humid,  heavy  with  smells  both 
sweet  and  acrid,  odors  of  growth  and  of  decay.  As  spot- 
lights illuminated  the  wrinkles  on  their  blue  blazers  and 
television  cameras  recorded  the  smiles  on  their  drawn 
faces,  they  were  led  into  a  large  room  dominated  by  ornate- 
ly patterned  carpets,  brass  tables,  carved  wooden  doors  and 
crystal  chandeliers. 

A  delegation  of  dignified  gentlemen  was  there  to  greet 
them.  Some  of  these  men  wore  Western-style  suits,  some 
wore  crisply  tailored  military  uniforms,  others  wore  baggy 
trousers  and  loose  shirts  extending  to  their  knees,  the 
traditional  garb  of  the  region.  Tea  and  soft  drinks  were 
proffered  as  members  of  the  local  press  corps  posed  their 
questions.  Essentially,  they  boiled  down  to  these:  Why  had 
this  team  come  to  Pakistan?  What  did  they  hope  to  accom- 
plish? What  was  the  meaning  behind  this  not-very-grown- 
up passion  for  motorcycles  and  balloons? 

Malcolm  shook  off  his  exhaustion  and  endeavored  to 
explain.  There's  no  better  way  to  view  a  country  than  from 
atop  a  motorcycle,  he  said.  On  a  motorcycle  you  don't  just 

see  the  environment,  you 


A  monument  to 
independence 


integrate  with  it.  You  feel 
the  temperature  change 
from  mountain  to  valley. 
You  smell  the  crops  in  the 
fields.  You're  alert  to 
what's  going  on  around 
you  because  motorcy- 
clists who  do  not  stay 
alert  tend  to  have  very 
short  careers. 

As  for  balloons,  he  con- 
tinued, that  was  how  man 
first  fulfilled  the  dream  of 
flight  200  years  ago  this 
very  year.  And  ballooning 
remains  today  the  most 
beautiful,  the  most  peace- 
ful, the  most  gentle  way 


'This  balloon,  it  is  far  too  tall 


to  leave  the  earth.  What  -better  way  to  celebrate  the  bicen- 
tennial of  ballooning  than  by  introducing  the  sport  to  yet 
another  country?  At  the  conclusion  of  this  trip,  he  said,  a 
hot  air  balloon  and  all  the  equipment  and  training  neces- 
sary would  be  provided  so  that  Pakistani  athletes  could 
begin  ballooning  for  fun  and  competition. 

Finally,  Malcolm  noted  that  Pakistan  is  a  nation  much 
admired  in  the  West  these  days  for  the  courage  and 
strength  it  has  shown  in  providing  a  haven  for  the  continu- 
ing flood  of  refugees  from  the  ugly  war  west  of  the  border. 

All  that  was  accurate,  of  course,  and  it  seemed  to  satisfy 
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our  interrogators.  But  it  also  served  to  disguise  the  fact 
that,  like  most  Americans,  we  really  knew  remarkably 
little  about  this  country  of  84  million  precariously  poised 
among  such  volatile  neighbors  as  Afghanistan,  Iran,  the 
Soviet  Union,  China  and,  of  course,  India,  from  which 
Pakistan  was  carved  in  1947  as  a  homeland  for  the  subcon- 
tinent's Muslim  population. 

The  position  of  this  land  within  a  vortex  of  struggle  and 
change  is  more  than  just  a  current  event:  Alexander  the 
Great  fought  his  way  into  the  territory,  as  did  Timur  the 
Lame  and  Genghis  Khan.  The  British  were  here,  and  before 


them  came  the  Moghuls;  the  Arabs  invaded,  and  before 
them  the  Buddhists;  Aryans  lived  here,  too,  and  centuries 
prior  to  their  arrival  there  was  the  Indus  Valley  civiliza- 
tion, a  great  and  complex  culture  that  flourished  at  a  time 
when  Europeans  were  still  huddling  in  dank  caves.  Just  the 
names  on  the  map  convey  a  sense  of  the  region's  exotic, 
intriguing  past:  the  Punjab,  the  Sind,  the  Khyber  Pass,  the 
Valley  of  Swat,  the  Vale  of  Peshawar,  the  Karakorum,  the 
Himalayas,  Hunza. 

It  should  also  be  revealed  that  the  appearance  of  Mal- 
colm and  the  Gang  in  Pakistan  at  this  particular  time  had 
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At  240  feet,  the  Minar  was  the  tallest 
balloon  ever  built,  a  huge  sleeve  of  air 
with  precious  little  lifting  power.  Its 
first  flight — assuming  it  was  capable  of 
flight — would  be  in  Pakistan. 


come  about  thanks  largely  to  another  name,  hardly  less 
redolent  of  exoticism  and  intrigue.  In  Peking  last  autumn, 
near  the  conclusion  of  the  Capitalist  Tool  motorcycle-and- 
balloon  expedition  through  China  (sec  Forbes,  Jan.  M), 
transnational  industrialist  Armand  Hammer  had  intro- 
duced Malcolm  Forbes  to  the  visiting  Pakistani  leader, 
General  Mohammad  Zia  ul-Haq.  In  the  course  of  the 
conversation  that  followed,  General  Zia  suggested  that 
Malcolm  might  be  interested  in  bringing  his  Harley-Da- 
vidson-and-hot-air-balloon  caravan  to  Pakistan  for  another 
journey  of  exploration  and  adventure. 

Malcolm  eagerly  accepted  and,  as  a  way  of  saying 
thanks,  promised  to  build  Pakistan  a  special  gift  balloon 
and  to  train  a  team  of  Pakistani  athletes  in  its  use.  He 
approached     the  well- 


The  dry  season 
wasn't 


known  British  balloon- 
maker  Don  Cameron  and 
asked  him  to  construct  an 
inflatable  flying  machine 
in  the  likeness  of  the 
Minar-e-Pakistan,  the 
country's  independence 
monument  situated  in  the 
ancient  city  of  Lahore. 
Cameron  took  Malcolm 
literally:  The  balloon  he 
built  was  almost  an  exact  replica  of  the  Minar,  itself  a 
long,  narrow  structure,  a  sort  of  Asiatic  version  of  the 
Eiffel  Tower. 

At  240  feet,  the  Minar  was  the  tallest  balloon  ever  built, 
a  huge  sleeve  of  air  with  precious  little  lifting  power.  It 
was  suggested  that  Malcolm  and  his  team  come  to  Paki- 
stan in  April,  normally  the  driest  month  of  the  year.  That 
meant  there  would  not  be  time  enough  for  Cameron  to  test 
the  balloon  before  shipping  it.  The  Minar's  first  flight — 
assuming  it  was  capable  of  flight — would  have  to  be  in 
Pakistan. 

One  last  unknown  focused  on  how  the  Pakistani  people 
would  regard  this  group  of  hell-bent-for-leather  Ameri- 
cans. After  all,  the  country  is  officially  known  as  the 
Islamic  Republic  of  Pakistan.  In  the  neighboring  Islamic 
republic  of  Iran,  Americans  nowadays  are  held  in  about  as 
much  esteem  as  bubonic  rodents.  And  only  four  years  ago 
the  American  embassy  in  the  Pakistani  capital  of  Islama- 
bad was  stormed  by  a  furious  mob,  incensed  over  reports — 
which  turned  out  to  be  erroneous — that  Washington  had 
been  involved  in  the  seizure  of  the  Grand  Mosque  in 
Mecca.  Perhaps  times  and  attitudes  had  changed  since 
then.  Perhaps  not. 

The  team  Malcolm  assembled  for  the  expedition  was 
composed  of  many  of  the  same  hard-driving  motorcyclists 
that  had  crossed  China  in  the  fall.  There  was  son  Timothy, 
a  documentary  filmmaker  (whose  newlywed  wife,  Anne, 
understood  the  priorities  that  dictated  that  they  spend 
their  honeymoon  half  a  world  apart).  There  was  Dennis 
Fleck,  director  of  the  Balloon  Ascension  Division  of  Forbes 
Inc.,  and  Kip  Cleland,  the  magazine's  director  of  physical 


fitness. 

Two  team  members  who  had  not  been  along  for  the 
ride  in  China  were  James  Summers,  a  23-year-old  ex- 
Green  Beret  who  served  as  Malcolm's  bodyguard  and 
personal  assistant,  and  Barry  Coleman,  a  British  journal- 
ist who  has  long  specialized  in  just  about  every  aspect  of 
motorcycling. 

Finally,  there  was  me,  a  veteran  of  the  Long  Ride  in 
China,  an  incurable  motorcylist  and  itinerant  journalist 
on  a  busman's  holiday. 

Malcolm  was  understandably  anxious  to  find  out 
whether  his  great  balloon  was  or  was  not  a  white  elephant. 
So  just  hours  after  the  press  conference,  the  pale  light  of 
dawn  found  us  moving  through  the  hectic  streets  of  Kara- 
chi en  route  to  the  old  horse  race  grounds  where  we  hoped 
to  inaugurate  the  Minar  later  in  the  day.  A  city  of  nearly  4 
million  and  the  commercial  center  of  the  country,  Karachi 
seemed  a  confusing  welter  of  modern  office  buildings  and 
cinder-block  slums,  browning  palm  trees  and  graying  bill- 
boards inscribed  with  such  slogans  as:  "Yummy  Ice 
Cream — It's  the  Yummiest"  and  "Eagle  Is  the  Best,  Beats 
the  Rest." 

Toyotas  and  Mercedes-Benzes  weaved  through  columns 
of  motorized  rickshaws,  donkey  carts  and  heavily  bur- 
dened camels  wearing  bells  on  their  knees  and  haughty 
expressions  on  their  snouts. 

By  the  time  we  returned  to  the  race- 
course after  lunch  it  was  already 
packed  with  several  thousand  specta- 
tors, all  eager  to  see  the  historic  first 
flight  of  the  world's  biggest  balloon.  A 
breeze  was  beginning  to  "freshen,"  as 
Malcolm  put  it,  and  Denny  was  har- 
boring doubts  about  whether  the 
launching  should  be  attempted  unless 
it  died  down.  But  Malcolm  was  deter- 


MSF  at  50mph: 

something  of  an  endurance  test 

mined  to  give  it  a  shot. 

The  long  tube  was  laid  out  on  the 
dusty  ground,  and  two  motorized  fans 
filled  it  with  air.  That  done,  Malcolm 
climbed  into  the  overturned  gondola 
and  hit  the  trigger  on  the  propane 
burner,  tickling  the  throat  of  the  bal- 
loon with  long  feathers  of  flame. 
Nothing  happened.  Then,  very  slow- 
ly, the  balloon  began  to  rise.  Or  rath- 
er, half  of  it  did:  The  end  far  from  the 
flame  was  not  hot  enough;  it  re- 
mained hovering  just  above  the 
ground  so  that  the  balloon  ascended 
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with  a  crick  in  the  middle,  a  bend  that  soon  developed  into 
la  full  right  angle,  giving  the  balloon  the  appearance  of  a 
great  broken  finger. 

The  wind  gathered  force  and,  as  it  did,  hope  that  the 
Minar  might  straighten  up  and  fly  right  vanished.  Not  this 
afternoon,  anyway.  Disappointment  etched  into  his  face, 
Malcolm  called  for  the  Minar's  deflation  and,  at  the  same 
time,  he  ordered  the  crew  to  lay  out  a  second  balloon 
brought  along  as  a  backup:  the  ten-year-old  Dream  of 
Flight,  a  conventionally  shaped  balloon  lavishly  illustrat- 
ed with  figures  from  Greek  mythology  that  are  associated 
with  flying. 

The  Dream  of  Flight  balloon  inflated  quickly  as  the 
crowd  applauded  in  approval.  But  then  the  wind  strength- 
ened further,  so  much  so  that  the  balloon  began  to  strain 
against  its  single  tether.  Malcolm  decided  against  attempt- 
ing a  free  flight.  Instead,  he  executed  a  swift  and  rough 
descent  smack  on  top  of  the  Minar. 

The  crowd  seemed  amused  by  the  performance.  "Well, 
it  was  a  small  failure,  but  at  least  you  tried,"  one  man  told 
me.  Another  spectator,  identifying  himself  as  an  engineer, 
suggested  that  the  only  way  we  would  ever  be  able  to  raise 
the  ungainly  Minar  would  be  by  attaching  another  balloon 
to  its  nose  and  raising  that  section  first.  "This  balloon,  it  is 
far  too  tall,"  he  explained.  "It  is  the  law  of  physics.  With 


Jim  Summers,  Barry  Coleman,  Tim  Forbes, 
Kip  Cleland,  Denny  Fleck,  MSF,  Cliff  May 

that  shape  it  is  not  going  to  fly  without  help." 

We  rose  early  on  Wednesday  morning  eager  to  begin  the 
first  leg  of  our  overland  trip,  heading  northwest  through 
the  vast  Sind  desert.  Following  after  our  motorcycle  cara- 
van in  a  minibus  were  three  Pakistanis  who  would  soon 
become  our  friends  as  well  as  our  guides.  There  was  Zakir 
Hussain  Syed — we  called  him  Zach — representing  the 
Ministry  of  Tourism,  a  large  man,  as  genial  as  a  favorite 
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The  road  was  crow  ded  with  camels 
and  donkeys  and  Pakistani  buses  deco- 
rated with  such  disconcerting  slo- 
gans as:  "Ask  forgiveness  for  your  sins; 
this  could  be  your  final  journey." 


uncle,  an  efficient  but  never  officious  organizer  who  man- 
aged to  retain  his  unruffled,  debonair  bearing  under  the 
most  harrying  of  conditions.  There  was  Lieutenant  Colo- 
nel Mohammad  Akram  Khan,  a  true  officer  and  gentle- 
man, wiry  and  stoic,  a  born  leader  whom  any  one  of  us 
would  have  willingly  followed  into  battle.  An  instructor  in 
"physical  training  and  mountain  warfare,"  the  colonel 
represented  the  "Adventure  Foundation  (Pakistan),"  a 
nonprofit  organization  in  the  Outward  Bound  tradition 
and  the  outfit  that  would  be  undertaking  to  spread  the 
gospel  of  ballooning  after  Malcolm's  departure.  Finally, 
there  was  Muhammad  Nadeem  Anwar,  a  bright  and  ami- 
able 23-year-old  engineer  and  aspiring  balloonist,  also  a 
member  of  the  Adventure  Foundation. 

Expecting  a  long  morning  ride  through  arid  countryside, 
I  applied  a  goodly  coating  of  gooey  sunscreen  to  my  face. 
And  predictably  enough,  by  7:30  the  rain  had  begun,  a 
steady  downpour  that  quickly  coated  the  roads  with  a 
thick  film  of  oil,  mud  and  water.  The  only  sights  for  us  to 
enjoy  were  the  patterns  formed  by  the  raindrops  on  our 
visors. 

The  sun  reemerged  from  behind  the  clouds  as  we  were 
passing  the  city  of  Hyderabad.  A  green  pickup  truck  con- 
taining a  contingent  of  police  escorts  joined  us  and  led  the 
way.  Standing  in  the  flatbed,  the  policemen  waved  the 
oncoming  trucks,  buses,  cars  and  carts  to  one  side  or  the 
other,  helping  to  speed  us  along  our  route.  They  were  a 
friendly,  jovial  bunch,  these  Pakistani  policemen,  and  they 
seemed  to  be  enioymg  the  break  from  their  routine. 

They  had  been  riding  with  us  for  only  about  45  minutes 
when  the  accident  occurred.  From  my  place  near  the  end  of 
the  line  of  motorcycles,  I  couldn't  see  it  happen,  but  I  did 
hear  the  sound  of  the  impact,  and  I  soon  saw  the  bus 


Escort  into  Lodhran 


sliding  to  a  halt  on  the  shoulder  of  the  road.  The  driver  of 
the  bus  had  seen  the  police  too  late  and  had  hit  his  brakes 
too  hard  on  a  stretch  of  pavement  littered  with  squashed 
oranges.  The  bus  had  skidded  and  sideswiped  the  pickup. 

By  the  time  we  dismounted  from  our  bikes,  the  three 
policemen  were  on  their  backs  by  the  curbside,  pained  and 
glassy  looks  in  their  eyes.  Our  Pakistani  colleagues  helped 


.  .  .  not  what  they 
appeared  to  be 


them  remove  their  shoes  and  loosen  their  collars.  Before 
long,  an  ambulance  arrived  to  collect  them. 

Their  injuries  turned  out  to  be  less  serious  than  we  had 
feared.  One  policeman  had  broken  his  arm;  the  others  were 
merely  bruised  and  in  shock.  But  it  was  an  inauspicious 
start  to  the  journey,  and  it  left  us  all  feeling  nervous  and 
vulnerable. 

As  the  hours  wore  on,  the  air  became  increasingly  dry 
and  hot.  The  road  was  narrow  and  crowded  with  camels 
and  donkeys  and  the  now  familiar  Pakistani  buses,  with 
both  passengers  and  luggage  piled  on  the  roof,  and  garishly 
decorated  with  hammered  metal,  cartoon  drawings  of 
fighter  planes  and  ocean  liners  and  such  disconcerting 
slogans  as:  "Ask  forgiveness  for  your  sins;  this  could  be 
your  final  journey." 

Even  more  ornate  were  the  Pakistani  trucks,  nearly  all  of 
which  had  been  customized  with  oversized  cabs  crowned 
by  blunt  prows  and  with  a  colorful  mosaic  of  paintings 
paneling  their  sides.  The  paintings  fell  into  four  categories: 
those  depicting  beauty,  usually  in  the  form  of  a  pretty  girl; 
those  that  signified  power,  generally  symbolized  by  a  wild 
animal  such  as  a  tiger;  those  representing  nature,  for 
example,  a  landscape;  and  occasionally  a  tribute  to  a 
leader,  a  portrait  of  General  Zia,  for  instance.  The  gaudier 
the  truck  or  bus,  evidently,  the  more  business  it  attracts. 
With  so  rriuch  traffic  to  contend  with,  our  progress  was 

frustratingly  slow.  Perhaps  it 
was  impatience,  perhaps  it 
was  just  bad  luck  that  caused 
the  second  accident  of  the 
day.  But  as  we  entered  a  vil- 
lage around  4  o'clock,  a  small 
but  stout  donkey  leapt  into 
the  path  of  Jim's  bike  and  the 
two  collided  with  a  painful, 
percussive  thud.  Jim  skidded 
off  into  the  dust,  barely  man- 
aging to  keep  his  heavy  bike 
from  tumbling  over.  As  for 
the  donkey,  he  stumbled  off 
morosely,  apparently  plan- 
ning to  survive. 

By  the  time  we  reached  the 
Inter  Pak  Inn,  a  rest  house 
by  a  reservoir  outside  Suk- 
kur  where  we  were  to  pass  the  night,  we  had  been  on  the 
road  for  a  full  12  hours.  Yet  in  that  time  we  had  covered 
only  about  300  miles.  I  could  hardly  stay  awake  through 
dinner  and  retired  to  my  room  immediately  afterward. 
Sleep  came  quickly  and  it  lasted  until  the  cock's  crow 
just  before  dawn. 

At  9  o'clock  we  had  already  been  on  the  road  for  several 
hours  and  were  entering  the  Punjab,  the  biggest  and  most 
populated  of  Pakistan's  provinces.  Punjab  means  "land  of 
five  rivers,"  and  as  we  moved  northward  the  extensively 
irrigated  land  grew  gradually  greener. 

The  dwellings  we  passed  were  simple,  mostly  made  of 
sun-dried  mud  or  adobe.  They  blended  so  completely  with 
the  ground  beneath  them  that  they  seemed  to  be  growing 
directly  from  the  soil.  The  people  who  lived  in  these  huts 
were  poor,  but  it  was  poverty  of  a  kind  they  have  endured 
for  generations.  Certainly,  they  did  not  appear  to  be  starv- 
ing or  desperate.  And  they  seemed  to  find  us  diverting. 
They  waved,  smiled  and  applauded  as  we  passed  and 
approached  us  curiously  whenever  we  would  stop. 

In  every  hardscrabble  village,  the  most  colorful  struc- 
ture was  invariably  the  mosque,  many  of  which  had  pow- 
erful public-address  systems  attached  to  the  highest  mina- 
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What  appeared  to  be  a  group  of  scant- 
ily clad  women  emerged  from  the 
crowd  and  began  to  undulate  pro- 
vocatively to  the  music.  In  fact,  they 
were  young  boys  dressed  as  women. 


rets.  Each  village  also  had  its  bazaar,  a  row  of  rectangular, 
frontless  shops,  a  bit  like  boxcars  on  a  train. 

By  the  time  we  stopped  near  Bahawalpur  in  the  early 
afternoon  my  face  was  black  with  dust  and  the  corpses  of 
countless  mosquitoes  and  other  creatures  of  possible  ento- 
mological interest.  We  went  to  a  rest  house  to  wash  and 
then  to  a  room  where  our  lunch  was  set  out  on  what 
appeared  to  be  a  tablecloth  with  a  floral  design.  On  closer 
examination,  it  turned  out  that  the  cloth  was  only  plain 
white  linen  on  which  delicate  floWer  petals  had  been 
meticulously  arranged. 

We  moved  out  immediately  following  the  meal,  and 
within  just  a  few  minutes  came  to  Lodhran,  a  town  of 
about  10,000,  where  we  were  asked  to  make  an  unsched- 
uled stop.  It  seemed  the 


"...  this  could  be 
your  final  journey" 


villagers  did  not  want  our 
arrival  to  go  uncelebrated. 
Garlands  of  fragrant  wild 
roses  were  draped  over  our 
heads,  and  hot  tea  and 
cold  soda  were  served.  It 
was  a  pleasant  and  quite 
unexpected  show  of  hos- 
pitality, and  we  appreciat- 
ed it.  Still,  we  had  a  long 
way  to  travel  and  were  ea- 
ger to  get  on. 

But  the  festivities  in  our 
honor  were  not  over  yet. 
Waiting  for  us  on  the  road 
out  of  town  were  two  long 
parallel  lines  of  pedal-  and 
moped-powercd  rick- 
shaws. Behind  this  cordon 
were  hundreds  of  waving 
and  cheering  villagers. 

We  crept  along  on  the  motorcycles  until  we  were 
stopped  again,  this  time  while  a  band  of  bagpipers  and 
drummers  performed  in  the  road.  Next,  a  white  horse  in  a 
pink  hat  was  introduced  to  us.  It  did  a  remarkable  little 
dance.  Then,  what  appeared  to  be  a  group  of  scantily  clad 
women  emerged  from  the  crowd  and  began  to  undulate 
provocatively  to  the  music. 

This  struck  me  as  extremely  peculiar.  Islamic  law  is 
more  than  just  strict  where  women  and  sex  arc  concerned. 
We  had  hardly  even  seen  a  woman  since  our  arrival  in  the 
country.  There  had  been  none  at  any  of  the  receptions, 
meals  or  press  conferences  we  had  attended  so  far.  Those 
women  we  passed  while  riding  had  been  veiled  from  head 
to  toe  in  accord  with  the  dictates  of  purdah,  the  Muslim 
custom  of  total  feminine  modesty.  Unlike  the  men  and 
children,  women  did  not  generally  smile  or  wave  at  us. 
Some  even  turned  their  backs  until  we  had  passed.  When 
we  watched  television  in  our  hotel  rooms,  scenes  contain- 
ing even  the  most  innocent  suggestions  of  sex  would 
routinely  be  blacked  out  by  the  censor.  I  recall,  in  particu- 
lar, the  screen  going  dark  just  after  David  Jansscn  proposed 
to  Gena  Rowlands  in  Two-Minute  Warning. 


Yet  here  was  a  group  of  women  boldly  flaunting  their 
flesh  for  our  amusement.  Only  as  I  inched  closer  on  my 
motorcycle  was  I  able  to  discern  that,  in  fact,  these  seduc- 
tive dancers  were  not  women  at  all  but  rather  young  boys 
dressed  up  as  women — traditional  entertainers  known  as 
khusra  dancers,  as  I  was  later  to  be  told. 

As  we  watched  the  show,  villagers  began  to  filter 
through  the' lines  of  vehicles  to  ask  for  an  autograph  or  a 
shake  of  the  hand.  We  tried  to  oblige,  of  course,  but  soon 
there  were  dozens  of  hands  and  pens  and  pieces  of  paper 
flapping  like  crazed  birds  in  front  of  our  faces.  The  tem- 
perature was  pushing  into  the  high  90s,  and  the  sun  beat 
down  with  relentless  intensity.  The  heat  from  the  idling 
motors  added  to  the  discomfort,  while  the  moist,  cloyingiy 
sweet  flowers  hung  like  nooses  around  our  necks. 

As  the  crowd  pressed  closer  and  more  insistently  upon 
us,  I  found  myself  becoming  dizzy  and  just  a  little  uneasy. 
We  knew  that  everyone  here  meant  only  to  be  friendly.  But 
under  conditions  like  these,  crowds  had  been  known  to 
transform  into  mobs,  and  mobs  sometimes  lose  control. 
Just  when  the  heat  and  the  pressure  of  the  bodies  was 
beginning  to  grow  unbearable,  a  contingent  of  policemen 
stepped  in  wielding  swagger  sticks,  forcing  the  multitude  a 
safe  distance  away.  A  path  was  cleared  down  the  center  of 
the  road,  and  we  accelerated  rapidly,  feeling  the  relief  of 
the  wind  in  our  faces  again.  The  sky  grew  cloudy  and  soon 
a  cool  rain  had  begun  to  fall. 

By  5  o'clock,  we  reached  the  driveway  of  the  Hotel 
Sinbad  in  the  city  of  Multan.  We  had  been  on  the  road  for 
ten  and  a  half  hours,  covering  only  slightly  more  ground 
than  on  Wednesday.  Multan  is  known  for  its  hot,  dry 
climate,  said  to  be  the  result  of  a  curse  cast  upon  the  city 
by  a  saint  who  was  flogged  to  death  here  centuries  ago.  But 
the  curse  had  evidently  been  lifted  for  our  visit;  that 
evening  it  rained  again  as  we  went  for  a  tour  of  Multan's 
ancient  forts  and  domed  mausoleums. 

The  metallic,  melodic  sound  of  muzzeins  calling  the 
faithful  to  prayer  over  loudspeakers  woke  us  at  5  o'clock 
on  Friday  morning.  The  rain  had  continued  throughout  the 
night,  and  though  the  sky  was  now  almost  cloudless,  the 
streets  were  still  glassy  as  we  rode  out  of  town  at  dawn.  I 
put  on  my  full-face  helmet  to  protect  my  skin  from  the 
inevitable  reappearance  of  the  searing  spring  sun.  April 
was,  after  all,  the  height  of  the  dry  season.  These  unusual 


"Ask  forgiveness  for  your  sins 
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Everything  from 
soup  to  nuts... 

'the  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG . . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


■  nra 

Transway  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017 


NYSE  symbol:  TNW 


Floating  toward 
Afghanistan 


One  might  argue  the  veil  represents 
an  homage  to  feminine  beauty.  And  if 
nothing  else,  it  means  a  woman  does 
not  have  to  worry  about  looking  her 
best  every  time  she  leaves  the  house. 


rains,  everyone  kept  telling  us,  couldn't  continue. 

We  drove  through  the  outskirts  of  the  city,  passing  open 
stalls  dimly  illuminated  by  orange  fires.  In  other  shops 
rows  of  cola  and  orange  soda  bottles  glinted  like  stained 
glass  in  the  sunshine.  The  homey  smell  of  bread  wafted 
toward  us.  On  wooden  cots  strung  with 
hemp,  turbaned  men  reclined,  sipping 
steamy  cups  of  pale  tea  and  smoking  hoo- 
kahs. Others  sat  in  chairs  in  the  shade  as 
barbers  tended  to  their  grooming.  The 
beards  of  the  younger  men  were  soot 
black.  The  older  men  often  wore  bright 
orange  whiskers,  turned  that  color  by  lib- 
eral applications  of  henna.  Veiled  women 
moved  in  and  out  of  the  shadows,  shadows 
themselves,  it  seemed. 

Much  has  been  written  about  the  veil 
and  what  it  implies  regarding  the  status  of 
women  in  the  Islamic  world.  But  perhaps 
one  might  also  argue,  if  not  entirely  per- 
suasively, that  the  veil  represents  an  as- 
tonishing homage  to  feminine  beauty. 
The  implicit  suggestion,  after  all,  is  that 
every  woman  possesses  a  physical  power 
so  overwhelming  that  for  a  man  even  to 
gaze  upon  it  could  be  disastrous.  Surely, 
too,  there  is  something  egalitarian  in  veil- 
ing all  women,  young  and  old,  fat  or  slen- 
der, lovely  or  hideous.  And  if  nothing  else, 


Watching  the  Dream  of  Flight 


the  custom  of  purdah  means  a  woman  doesn't  have  to 
worry  about  looking  her  very  best  every  time  she  leaves 
the  house. 

We  rode  northeast  toward  Lahore  at  a  slow  but  steady 
clip  until  8:30,  when  we  came  upon  a  line  of  several 
hundred  trucks  waiting  to  cross  a  flood-damaged  dirt  road- 
way. Only  a  single  muddy  lane  was  passable,  so  the  trucks 
had  to  wait  their  turn,  alternating  with  trucks  coming  the 
other  way.  With  some  difficulty,  we  managed  to  slowly 
squeeze  by  and  cross  the  soggy,  rutted  road.  The  minibus 
and  balloon  truck  were  not  able  to  get  through  so  easily,  so 
we  had  to  leave  them  to  catch  up  later. 

It  began  to  drizzle  again  at  about  10  o'clock.  Then  came 
a  brief  shower  of  hail,  and  after  that  the  rains  grew  steadily 
stronger.  The  road  was  covered  with  a  thick  coating  of 


sickly  yellow  liquid.  Depressions  in  the  road  became 
treacherous  bogs.  I  was  riding  behind  Malcolm,  expecting 
that  at  any  moment  he  would  pull  over  to  wait  the  rain  out  I 
or  to  find  out  if  there  might  not  be  another  route  over 
higher  ground.  But  he  continued  on  undaunted. 

Up  ahead  I  saw  what  appeared  to  be  a  swamp  covering 
the  road.  Malcolm,  for  some  reason,  wasn't  stopping  or 
even  slowing  down,  as  far  as  I  could  tell.  It  occurred  to  me 
that  he  might  not  be  paying  attention,  but  Malcolm  isn't 
that  sort  of  rider.  Then,  to  my  amazement  and  horror,  he 
drove  straight  into  the  water.  I  was  almost  expecting  some 
variation  on  the  biblical  theme.  Instead,  his  wheels  half 
submerged,  sending  up  a  long,  curving  rooster  tail  of 
sludge.  But  he  kept  on  going  and  came  out  the  other  side. 
Reluctantly,  I  followed. 
Flooded  sections  of  the  road  began  to  confront  us  with 
increasing  frequency.  I  tried  lifting  my 
legs  as  I  went  through  them,  hoping  to 
keep  from  becoming  entirely  drenched  by 
the  jaundice-colored  muck.  Soon  enough  I 
resigned  myself  to  the  fact  that  no  combi- 
nation of  bodily  contortions  was  going  to 
keep  me  any  cleaner  or  drier.  Since  the 
motorcycle  I  was  riding  had  no  wind- 
shield, the  slop  even  flowed  over  my  head. 
At  least  I  had  worn  my  full-face  helmet  as 
protection  against  the  sun;  without  it  I 
would  have  been  eating  the  stuff  as  well. 

The  strain  of  this  kind  of  riding  was 
wearing  on  me,  but,  glancing  at  the  odom- 
eter, I  knew  we  would  stop  for  fuel  before 
long.  I  could  then  suggest  we  break  for 
lunch  and  a  little  rest.  Even  just  a  short 
break  would  have  been  welcome.  But,  cu- 
riously, Malcolm  continued  to  press  on. 
Before  long,  I  saw  Tim  switch  to  his  re- 
serve fuel  tank  and  then  pull  over,  out  of 
gas.  Malcolm  didn't  stop.  Kip  was  the  next 
to  drop  out.  Malcolm  kept  going.  As  we 
entered  Lahore  and  caught  sight  of  the  real 
Minar-e-Pakistan  in  the  distance,  lim,  too,  ran  out  of  gas 
and  pulled  over  to  wait  for  assistance  from  our  escorts. 
Malcolm  droned  on.  Finally,  only  Denny  and  I,  both  riding 
bikes  with  oversize  gas  tanks,  were  able  to  follow  Mal- 
colm— whose  bike  was  equipped  with  a  gas  tank  of  only 
standard  size.  At  last,  I  saw  Malcolm  switch  to  his  reserve 
tank.  Surely  now,  I  thought,  he'll  stop  at  a  gas  station.  He 
couldn't  be  hoping  to  make  it  all  the  way  to  the  hotel 
without  a  stop. 

But  Malcolm  persevered,  riding,  it  seemed  to  me,  more 
on  will  than  on  gasoline.  I  counted  the  miles  until  his 
reserve  tank  ran  dry.  When  it  did,  he  pulled  the  choke.  It 
took  me  a  few  minutes  to  figure  out  his  intention.  Re- 
markable, I  thought.  He's 
trying  to  eke  out  a  little 
more  mileage  by  riding  on 
fumes.  He  was.  And 
what's  more,  it  appeared 
he  was  going  to  win  this 
little  contest  he  had  set  up 
for  himself:  The  hotel  fi- 
nally came  into  view.  But 
not  quite.  There  was  a  di- 
vider in  the  road  and  the 

  turnaround  was  another 

50  yards  farther  on.  Right  there,  directly  across  from  the 
hotel  driveway  on  the  wrong  side  of  the  divider,  Malcolm's 
bike  finally  coasted  to  a  halt. 
Within  a  few  seconds  two  policemen  arrived.  They 


"...  the  mixture  ignited 
explosively" 
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Maybe  now  is  the  time 

to  organize  your  company's 

business  forms. 

The  longer  you  wait,  the  more  you  can  lose.  We've 
seen  companies  lose  hundreds  of  thousands  of  dollars 
in  just  a  year's  time— all  from  the  lack  of  a  systematic 
forms  management  program. 

The  root  of  the  problem  is  typically  a  costly,  counter- 
productive one-by-one  approach  to  forms.  Forms 
management  controls  the  entire  process— design, 
purchase,  storage,  distribution,  and  usage— increasing 
efficiency  and  reducing  costs. 

Moore  is,  by  far,  the  nation's  largest, 
most  experienced  source  of  business  forms. 
And  the  most  helpful.  If  you  t  hink  it's  time 
to  organize  your  company's  business  forms 
-and  reduce  your  costs-let  us  spend  our 
time  to  help  you  analyze,  organize  and  save. 
Call  toll-free  1-800-842-9000,  Extension  20. 


MOORE 

BUSINESS 

FORMS 


1205  Milwaukee  Ave. 
Glenview,  IL  60025 


Your  Moore 
representative 
can  give  you  timely, 
cost-reducing  counsel. 


CREATING'  MONEY  FOR  BUSINESS  (READING  TIME:  6V2  MINUTES) 


Squeezing  every  last  dollar  from 
the  true  value  of  your  business-when  yoi 
thought  there  wasn't  much  to  squeeze 


G. 


TENERAL  ELECTRIC  CREDIT  CORPORATION  can  fund  a  major  project 
financing  package  entirely  in -house. 

At  first  glance,  this  may  not  seem  startling  until  you  realize  that  other 
financial  institutions  must  go  through  the  complex,  time-consuming  steps  of 
negotiating  and  syndicating  both  construction  and  permanent  financing— and 
there  are  lots  of  steps. 

Thus,  if  your  company  has  a  big  idea  whose  success  depends  on  fast, 
creative  financing,  there  is  a  considerable  advantage  in  having  GECC  as  your 
financial  source. 

Consider  our  relationship  with  Power  Systems  Engineering,  Inc.  Then 
read  on  for  other  examples  of  how  we  tailor-make  each  financial  package. 


How  GECC  helped 
Power  Systems  make  cold 
cash  out  of  hot  air 

When  GECC  first  scouted  Power 
Systems,  the  small  Texas  company 
proposed  to  design,  build,  and  oper- 
ate a  plant  that  would  recover  waste 


heat  generated  by  a  supplier  of  cal- 
cined coke.  Calcined  coke  is  a  petro- 
leum refinery  by-product  essential  to 
the  production  of  aluminum. 

They  would  convert  the  heat 
energy  (equivalent  to  some  2,000  bar- 
rels of  oil  a  day)  into  steam  and  sell  it 
to  a  major  oil  refinery,  a  large  user  of 


MONEY  POURING  OUT  OF  A  SMOKESTACK:  UNRETOUCHED 
PICTURE.  To  most  observers,  nothing  appears  to  be  coming 
out  of  this  smokestack  but  waste  heat.  Power  Systems  Engi- 
neering saw  the  potential  profit  in  converting  heat  into  steam 
energy— and  GECC  saw  the  potential  in  Power  Systems. 


steam.  As  a  bonus,  Power  Systei 
would  generate  enough  electricity 
run  its  own  heat  recovery  systen 
Any  surplus  would  be  sold  to  a  lo« 
utility. 

If  GECC  had  rated  Power  S3 
terns  on  the  basis  of  its  credit  wc 
thiness— the  traditional  bankii 
measurement— their  balance  she 
could  not  have  justified  the  amou 
of  credit  necessary  to  build  the  plat 

But  GECC's  reputation  has  n 
been  made  within  the  narrow  halls 
orthodoxy. 

We  did  more  than  analyze  Pow 
Systems'  ability  to  repay  the  loan;  v 
peered  into  the  future  to  see  how  we 
the  project  would  do  based  on  i) 
long-term  contracts. 

Was  this  technology  sound  ar 
dependable?  Yes.  Would  their  pricir 
structure  provide  sufficient  cash  flo 
to  cover  lease  payments,  even  in  ligl 
of  oil  and  natural  gas  prices?  Ye 
Would  long-term  demand  for  alum 
num  survive  the  industry's  currei 
difficulties  due  to  the  worldwic 
recession?  Yes.  Was  an  acceptab 
substitute  for  calcined  coke  in  tr 
aluminum  electrolytic  process  like! 
to  be  discovered?  No. 

Satisfied,  GECC  created  th 
package  for  Power  Systems:  1) 
two-year  $60  million  loan  to  finan 
construction  of  the  plant.  2)  Upo 
completion,  the  loan,  plus  accrue 
interest,  will  be  capitalized  and  coi 
verted  to  a  10-year  guideline  lease. 

A  $70  million  package  in  all  for 
small  company  (at  the  moment)  wit 
a  blockbuster  of  an  idea.  What  moi 
could  any  lender  ask? 

GECC  helps  U.S.  Lines 

take  the  plunge  into 
super  container  shipping 

United  States  Lines,  one  of  the  olde: 
U.S.  flag  ocean  carriers,  wanted  t 
modernize  its  fleet  by  building  coi 
tainer  ships  so  large  and  efficient  thi 
each  one  could  carry  cargo  equiv; 
lent  to  a  20- mile  long  freight  train 

Consider  the  following,  as  GEC 
did,  (and  many  other  financi 
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PS  THAT  ONLY  SAIL  EAST  may  not  be  the 
d  of  big  idea  other  financial  institutions 
k  for.  But  GECC's  experts  assessed  U.S. 
es  "Round-the-World"  shipping  concept 
the  context  of  the  worldwide  container- 
p  market  and  found  it  promising  enough 
Hk  Ijto  create  a  $57  million  debt  package. 

Utitutions  no  doubt  would  have) 
not  helping  U.S.  Lines  finance 
s  it-  building  of  the  ships. 

iere  is  a  worldwide  recession  in 
ean  shipping.  No  one  can  predict 
en  it  will  end. 

Many  other  shipping  companies 
.ve  large  ships  that  are  laid  up, 
ing,  useless  to  shippers  and  backers. 

The  choice  Asia  route  market  is 
minated  by  foreign  shipping. 

Bottom  line:  GECC  helped 
range  a  financial  package  when 
any  other  institutions  probably 
fbuld  not  have. 

We  were  not  naive.  GECC's 
]  upping  experts  went  the  extra  knot 
id  scoured  the  sea  (and  the  land, 
o,  in  USL's  case)  for  positive  fac- 
rs.  Here  is  some  of  what  we  found: 
As  much  as  two -thirds  of  the 
tacific  basin— and  the  remainder  of 
he  seas  for  that  matter— were  up  for 
abs  if  the  carrier  was  creative  and 
;gressive. 

GECC  believed  U.S.  Lines  was 
"5th.  To  begin  with  they  had  an 
:traordinary  idea:  their  new  Econ- 
lips,  the  super  container  vessels, 
(jould  sail  eastward  around  the 
lorld  in  a  continuous  string.  Each 
iijiip  would  make  predetermined  calls 
I  12  ports,  calling  at  each  port  one 
I  eek  after  the  last  ship  had  departed. 

This  would  virtually  eliminate 
the  problem  of  light  freight  backhaul. 

We  commissioned  a  recognized 
(aval  architect  to  check  the  sound- 
less of  the  Econship's  design.  And 
lie  contract  with  the  ship  builder 
as  judged  by  us  to  be  sound. 

We  were  impressed  that  the 
hmpany  had  an  efficient  land  link 
jetween  its  customers  and  shipping 
iorts  worldwide— the  carrier  owns  or 
Jontrols  28,000  containers  and  12,000 
ihassis. 


GECC  approved  a  $57  million  subor- 
dinated loan  for  U.S.  Lines. 

This  financing  has  made  Ameri- 
can shipping  in  general  more  compet- 
itive with  foreign  shipping.  The  new 
cargo  ships  are  more  efficient,  and 
therefore  reduce  cargo  carrying 
costs.  Result:  more  business  for  U.S. 
shipping  companies,  more  dollars 
stay  at  home. 

How  GECC  retail  credit 
helps  small  stores  get  big 
and  big  stores  become 
nationwide  chains 

GECC  finances  over  $1  billion  in 
consumer  credit  receivables  for  more 
than  7,000  retailers  throughout  the 
country. 

Our  first  objective  for  every 
retailer,  regardless  of  its  size  and  the 
merchandise  it  sells,  is  the  same: 
slash  the  turn-around  time  on  credit 
judgment. 

//  their  present  credit  system  takes 
days,  we  want  to  do  it  in  hours;  if  it 
takes  hours,  we  aim  for  minutes! 

Our  competitors  probably  think 
we're  compulsive.  But  we  never  for- 
get this  elementary  piece  of  sales- 
manship: Tell  a  prospective  customer 
you're  able  to  run  a  credit  check  on 
the  spot  and  there's  a  good  chance 
that  customer  isn't  going  to  leave 
before  you  close  the  deal. 

Two  cases  in  point:  Lowe's,  the 
nation's  largest  retailer  of  lumber 
and  building  material  products,  and 
the  fledgling  Signature  J  clothing 
store. 

Lowe's  has  235  stores  located  in 
19  states.  In  fiscal  1982,  total  sales 
exceeded  $1  billion.  Of  that,  $570  mil- 
lion was  in  retail  consumer  sales;  $75 
million  was  in  credit  card  sales  serv- 
iced by  GECC. 


GECC's  relationship  with  Lowe's 
goes  back  to  1959.  But  it  was  in 
1979— when  they  initiated  and  we 
began  working  with  them  on  a  pri- 
vate label  credit  card— that  our 
mutual  business  really  took  off. 

That  first  year,  GECC  processed 
505  new  credit  card  applications  a 
day. 

Today,  GECC  services  over 
525,000  credit  card  customers  for 
Lowe's— and  credit  judgment  time 
has  been  dramatically  slashed. 

Signature  J  is  another  story— 
now— but  if  the  plucky  woman  who 
has  owned  the  women's  wear  spe- 
cialty store  in  Albuquerque  since  the 
beginning  of  1981  keeps  up  her  cur- 
rent pace  there's  no  telling  how  big 
she  could  end  up. 


GECC  services  over  1.8  million  credit  card 
customers  for  297  retailers— at  last  count. 

That  was  not  always  so.  Kajean 
Miller  had  no  prior  retailing  experi- 
ence. Her  first  try  nearly  failed.  Once 
she  got  the  business  off  the  ground, 
she  was  confronted  with  a  recession. 

But  Kajean  stuck  in  there.  She 
got  a  loan  from  the  Small  Business 
Administration.  And  she  introduced 
GECC's  credit  card  to  her  customers. 

Within  six  months,  her  charge 
accounts  doubled  to  600.  She  expects 
a  10%  increase  in  business  this  year. 

Bill  Grady  of  Lowe's,  has  said, 
"We  chose  GECC  because  they  were 
willing  to  completely  customize  a 
program  to  fit  our  needs." 

We  believe  Kajean  Miller  and 
our  other  retailers  would  agree. 
To  find  out  how  we  do  it,  mail  the  cou- 
pon. Or  call  800-243-2222.  In  Connect- 
icut, cad  800-942-2222.  Thank  you. 


r 


Marketing  Programs  Operation 

General  Electric  Credit  Corp. 

260  Long  Ridge  Road,  Stamford,  Connecticut  06902 

Pd  like  to  know  more  about  GECC's  ability  to  create  money  for  business.  Please  send 
me  your  information  kit  describing  additional  financial  packages  and  the  1983  revised 
edition  of  GECC's  "Guide  Through  the  Leasing  Maze." 
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Creating  Money  for  Business 


The  Minar,  now  straight  and  tall,  in- 
clined  like  the  Leaning  Tow  er  of  Fisa. 
Still,  it  was  working.  The  world  s  tall- 
est balloon  was  flying,  and  Malcolm  was 
suspended  exuberantly  beneath  it. 


gripped  the  motorcycle  from  behind  and,  with  Malcolm 
still  sitting  tall  in  the  saddle,  pushed  him  to  the  turn- 
around and  back  down  the  road  to  the  hotel  driveway.  It 
was  an  image  I'll  not  soon  forget:  Malcolm,  aided  by  his 
two  uniformed  assistants,  rolling  toward  the  elegant  Inter- 
continental Hotel  entrance,  a  hoodlum  maharajah  wearing 
soaking  wet  leather  and  a  dignified  mien. 

"So  close,"  Malcolm  mumbled  as  the  distressed  hotel 
reception  committee  shook  his  dripping  hand.  "I  was 
there.  If  it  wasn't  for  that  divider  I  would  have  made  it." 

Waking  at  live  on  Saturday  morning,  I  looked  out  the 
window  to  see  clear  skies  and  the  leaves  on  the  trees 
motionless — perfect  weather  for  flying  balloons.  I  felt  a 
sense  of  relief.  My  guess  was  that  Malcolm's  grim  display 
of  determination  on  the  way  to  Lahore  yesterday 
stemmed,  at  least  in  part,  from  our  inability  to  raise  the 
Minar  in  Karachi  and  concern  that  we  would  not  be  able  to 
raise  it  anywhere  else. 

Local  newspapers  had  written  of  our  "failure,"  and  po- 
lite but  vaguely  condescending  officials  had  been  telling  us 
how  sorry  they  had  been  to  hear  that  we  "were  not  very 
successful."  One  thing  seemed  certain:  This  trip,  which 
had  already  become  something  of  an  endurance  test,  was 
likely  to  become  a  lot  more  trying  it  the  weather  did  not 
clear  and  the  Minar  did  not  rise  pretty  soon. 

We  drove  by  bus  to  the  Qaddafi  Stadium,  named  for  the 
mercurial  Libyan  leader,  where  a  crowd  of  several  thou- 
sand had  already  begun  to  gather.  "Well,  if  the  Minar 
doesn't  get  up  here,  we 
can  blame  it  on  Qaddafi,'' 
Malcolm  quipped.  We  all 
chuckled,  a  little  tensely. 

The  balloon  was  laid 
out  as  it  had  been  in  Ka- 
rachi, and  the  fans  were 
switched  on.  The  weath- 
er still  seemed  to  be  all 
right,  but  the  central 
problem  remained:  how 
to  get  the  hot  air  to  the 
far  end  of  the  balloon, 
230  feet  away  from  the 

source   of   heat.  Denny   

had  an  idea  He  and  Malcolm  took  a  propane  tank  and  a 
burner  and  walked  directly  into  the  interior  of  the  bal- 
loon. They  came  back  out  as  far  toward  the  end  as  they 
could  and  cooked  the  air  there,  then  slowly  backtracked, 
spraying  fire  as  they  went.  Malcolm  climbed  into  the 
gondola  for  the  final  blasts  of  heat. 

The  balloon  rose  slightly,  still  parallel  to  the  ground.  It 
wriggled  awkwardly  as  it  tried  to  rise,  but  it  appeared  that 
it  was  not  yet  able  to  do  so.  As  Malcolm  manned  the 
burner,  fire  sprinkled  over  the  balloon's  nylon  skirt,  mak- 
ing Swiss  cheese  of  it. 

But  slowly,  very  slowly,  the  Minar  was  beginning  to 
ascend.  Again,  that  awkward  bend  appeared  in  the  center, 
making  the  balloon  look  more  like  a  sloppily  handled  tube 


There's  something 
egalitarian  about  purdah 


o!  toothpaste  than  a  national  monument.  Then,  within  no 
more  than  two  or  three  seconds,  the  balloon  majestically 
straightened  and  floated  skyward.  Applause  exploded  from 
the  audience  as  the  balloon  rose  higher,  taking  the  gondo- 
la, with  Malcolm  in  it,  off  the  ground.  In  triumph,  he 
waved  to  the  crowd.  A  feeble  breeze  began  to  blow,  and  the 
Minar,  now  straight  and  tall,  inclined  like  the  Leaning 
Tower  of  Pisa.  Still,  it  was  working — the  world's  tallest 
balloon  was  flying — and  Malcolm  was  suspended  exuber- 
antly beneath  it. 

With  uncharacteristic  prudence,  he  decided  not  to  untie 
the  tethers.  Instead  he  quickly  came  back  down  to  earth, 
then  erected  the  Dream  of  Flight  and  took  off  with  Denny 
and  a  shaky  Pakistani  television  cameraman  for  a  brief  free 
flight  in  that. 

"Our  effort  to  salute  Pakistan  was  successful,"  a  much 
relieved  Malcolm  later  told  a  radio  interviewer.  "The 
Minar  has  been  raised  in  its  home  city." 

By  noon  a  much  more  relaxed  motorcycle  gang  was  on 
the  road  once  more,  traveling  northwest  toward  the  twin 
cities  of  Rawalpindi  and  Islamabad.  Though  pewter  clouds 
  appeared  in  the  distant 


Backed  up  by  the 
fliers  of  mythology 


sky,  for  the  most  part  they 
held  their  moisture.  The 
land  was  becoming  more 
fertile,  and  the  geography 
began  to  grow  more  inter- 
esting, the  road  twisting 
through  a  corrugated  land- 
scape of  green  and  brown 
hills.  When  we  reached 
Rawalpindi  toward  late 
afternoon,  the  odometer 
on  my  motorcycle  indi- 
cated that  we  had  covered 
a  distance  of  975  miles 
since  our  journey  began 
on  the  previous  Tuesday. 

We  rose  at  5:00  on  Sun- 
day and,  over  breakfast, 
read  about  ourselves  in 
the  Pakistan  Times.  The  article  reported  that  the  Mmar  had 
been  inflated  and  that  the  Dream  of  Flight  had  flown.  "Mr. 
Forbes  felt  elated  at  the  success  of  both  ventures  after  his 
failures  in  Karachi  and  said  he  was  glad  not  to  have 
disappointed  the  people  of  Lahore,"  the  article  concluded. 

But  not  content  to  let  us  rest  on  his  laurels,  Malcolm 
planned  to  fly  the  balloons  again  today,  so  by  6:45  we  were 
off  for  the  Rawalpindi  racecourse. 

Denny  used  the  same  method  to  inflate  the  Minar  as  he 
had  in  Lahore.  In  addition,  extra  nitrogen  was  added  to  the 
propane  in  the  gondola's  tank  in  an  attempt  to  project  the 
flames  still  deeper  into  the  balloon.  But  when  the  Minar 
was  inflated  and  Malcolm  hit  the  trigger,  the  nitrogen-rich 
mixture  ignited  explosively,  spitting  a  wide  arc  of  fire 
across  the  already  perforated  skirt  of  the  balloon.  Under 
such  intense  heat,  the  material  began  simply  to  melt  away. 
To  make  matters  worse,  after  the  balloon  began  to  rise,  the 
locally  hired  crew  didn't. hear  the  signal  to  release  the 
ropes  holding  down  the  far  end.  As  a  consequence,  the 
Minar  jackknifed  again,  and  only  after  several  suspenseful 
minutes  did  it  manage  to  unfold. 

Malcolm  rose  briefly  into  the  air,  acknowledged  the 
applause  of  the  crowd,  then  set  down  and  ordered  the 
Minar  deflated.  Clouds  filled  the  sky,  and  the  rain  began  to 
fall  once  more.  The  crowd  scattered  while  we  hastily 
packed  up  and  returned  to  the  hotel. 

We  left  Rawalpindi  at  1:30,  passing  through  mostly 
barren  landscape,  crossing  the  silty  Indus  River  and  enter- 
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LET  E-COM  "SIGN,  SEAL,  AND 
DELIVER"  YOUR  MAIL  FOR  LESS 
fflAN  YOU'RE  SPENDING  NOW 


There's  a  better  way  to  send  out  com- 
puter-originated mail.  The  Postal  Service's 
E-COM  Service.  It  lets  your  computer 
transmit  directly  to  ours.  So  you  can  send 
announcements  and  invoices,  for  example, 
while  you  bypass  a  lot  of  work-and  expense. 

E-COM  Service  is  a  cooperative  effort 
between  private  sector  communication  car- 


riers and  your  Post  Office.  Here's  how  it 
works.  Once  your  system  is  set  up  for  E-COM 
Service,  your  computer  operator  simply  pre- 
pares the  message.  It's  then  transmitted  as 
data,  by  telephone  or  other  communication 
carrier,  to  any  one  or  more  of  25  Serving  Post 
Offices  throughout  the  country.  And  E-COM 
Service  takes  care  of  all  the  rest. 


It  prints  your  messages,  which  can  be  up 
to  two  pages  long.  Folds  them.  And  puts  them 
in  envelopes,  all  at  the  Post  Office. 


It  provides  blue-and-white 
envelopes-for  impact 


It  saves  you  time  by  letting  you 
transmit  your  message  directly  to 
the  Post  Office  by  telephone  or 
other  communication  carrier.  And 
it  saves  time  by  printing  your 
message  right  at  the  Post  Office. 
Then  it  delivers  your  mail  in  just  2 
days  or  less. 


It  gives  you  all  this-which  cuts  your  labor 
costs,  too-for  26c  for  the  first  page.  And  only 
5C  more  for  the  second.  Postage,  paper  & 
envelopes  included. 


We  can  help  you  figure  out  the  best 
way  to  link  up  with  E-COM  Service. 
And  we  can  even  give  you  any  technical 
advice  you  might  need. 
So  why  not  let  new  E-COM  Service 
give  you  a  hand  with  the  mail?  For 
more  information,  simply  call  or  write 
your  communication  carrier  or  your 
local  Postmaster. 
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The  tribal  leader's  words  may  have 
been  incomprehensible,  but  his  mean- 
ing was  not  difficult  to  divine:  We 
were  not  supposed  to  have  passed  the 
Gate  to  the  Khyber  Pass. 


ing  the  North  West  Frontier  Province  early  in  the  after- 
noon. Along  the  roadsides  and  by  the  riverbanks  we  began 
to  see  the  squalid  camps  of  the  Afghan  refugees.  Bearded 
men  with  disheveled  turbans  piled  atop  their  heads  squat- 
ted in  the  dust  in  front  of  tents  stamped  with  UNHCR  (for 
United  Nations  High  Commissioner  for  Refugees)  while 
veiled  women  tended  black  iron  pots  suspended  over 
smoky  fires.  "Soviets  Out  of  Afghanistan"  I  saw  scrawled 
across  a  plastered  wall. 

More  than  3  million  refugees  have  now  crossed  the 
border  from  Afghanistan  into  Pakistan.  Some  are  guerrillas 
who  remain  only  long  enough  to  rest,  recuperate  and 
attempt  to  obtain  additional  arms  and  ammunition.  Many 
others  have  no  plans  to  return  to  their  ravaged  homeland. 
Because  of  close  ethnic  and  linguistic  links  with  the  local 
population,  the  refugees  tend  to  find  easy  acceptance  in 
the  region.  But  the  sheer  weight  of  their  numbers  has  put 
tremendous  pressure  on  meager  water  resources  and 
sharply  increased  competition  for  scarce  employment. 

Late  in  the  afternoon,  as  a  light  rain  was  falling,  we 
reached  our  hotel  in  the  2,000-year-old  city  of  Peshawar, 
capital  of  the  North  West  Frontier  Province,  and  centuries 
ago  an  important  stop  on  the  great  trade  routes  from 
Persia,  China  and  Turkistan. 


Through  the  Gate  to  the  Khyber  Pass 


Early  Monday  morning  we  set  off  for  the  Peshawar 
Stadium.  Yet  another  "balloon  demonstration"  was  on  the 
schedule.  Malcolm  explained  to  the  crowd  that  the  Minar 
would  not  be  inflated,  however;  it  would  be  returning  to 
England  for  repairs  and  modifications.  Then,  with  Denny 
and  an  English  newspaper  photographer  accompanying 
him  in  the  Dream  of  Flight,  Malcolm  took  off  for  a  long 
flight  over  the  quiet  countryside. 

As  afternoon  approached  we  left  Peshawar  for  the  Khy- 
ber Pass  leading  to  Afghanistan,  a  rugged  road  between  the 
mountains  where  more  than  a  century  ago  the  soldiers  of 
Victorian  Britain  waged  bloody  battles  against  fierce 


The  meaning  was 
clear 


Pathan  warriors  whose  way  of  life  remains  largely  un- 
changed even  today.  The  Khyber  Pass  lies  in  what  is 
known  as  the  tribal  belt,  a  region  still  ruled  by  local  chiefs 
free  of  effective  government  control.  The  tribal  belt  re- 
mains as  wild  and  unconqucred  as  any  corner  of  the  earth 
today.  And  for  most  of  the  past  six  months,  two  of  the  local 
Pathan  tribes  had  been  warring,  reportedly  over  control  of 
the  opium  "trade.  Under  such  conditions,  we  were  told, 
travel  in  the  area  could  be  hazardous. 

Not  far  outside  Peshawar,  a  pickup  truck  containing 
eight  Pakistani  soldiers  armed  with  automatic  rifles  and 
another  manning  an  MG  42  machine  gun  joined  our  cara- 
van. This  military  escort  accompanied  us  to  the  town  of 
famrud,  a  lone  government  outpost  within  the  tribal  area 
and  the  last  town  before  the  Bab-e-Khyber,  the  Gate  to  the 
Khyber  Pass.  As  we  stopped  for  fuel  a  crowd  of  men 
gathered.  Most  wore  large  turbans  and  coarse  blankets  and 
had  rifles  slung  casually  over  their  shoulders;  in  the  tribal 
territory  almost  every  male  is  armed  at  all  times. 

We  proceeded  to  the  gate  and  waited  for  our  escorts  to 
take  the  lead.  But  they  were  nowhere  to  be  seen.  Malcolm 

  decided    to    proceed  without 

them.  We  began  our  descent 
down  the  winding  road.  We  had 
traveled  no  more  than  two  or 
three  miles  when  a  Suzuki 
pickup  containing  three  armed 
men  came  charging  up  from  be- 
hind. It  swerved  in  front  of  Mal- 
colm and  forced  him  to  a  halt. 

The  leader,  menacingly 
wielding  what  Jim  later  identi- 
fied as  a  Chinese-made  version 
of  an  AK-47,  shouted  at  Mal- 
colm in  a  language  that  was 
probably  Pushtu.  The  other  two 
men,  both  carrying  Enfield  .303  carbines  and  wearing 
bandoliers,  watched  from  the  flatbed  of  the  truck. 

The  leader's  words  may  have  been  incomprehensible, 
but  his  meaning  was  not  difficult  to  divine:  We  were  not 
supposed  to  have  passed  the  gate,  and  we  were  to  turn  back 
immediately.  Malcolm  didn't  argue  for  a  moment.  Though 
not  a  man  who  takes  no  for  an  answer  easily,  Malcolm's 
experiences  in  World  War  II  and  New  York  City  have 
evidently  impressed  upon  him  the  virtue  of  showing  cour- 
tesy to  strangers  bearing  automatic  weapons.  Later,  we 
were  to  learn  that  these  persuasive  gentlemen  were  infor- 
mal representatives  of  the  local  constabulary.  A  journey 
through  the  pass  could  not  be  risked  at  this  time,  it  had 
been  decided;  our  demise  might  tarnish  the  image  of  the 
neighborhood. 

I  was  still  thinking  about  these  events  later  that  after- 
noon when  the  death  occurred.  As  happens  not  infrequent- 
ly when  riding  a  motorcycle  in 
the  countryside,  a  bird  flew  into 
my  path,  its  white  wings  flap- 
ping wildly  in  the  air  ahead.  (I 
was  reminded  of  the  birdlike 
profusion  of  papers  that  had 
waved  in  my  face  in  Lodhran 
earlier.)  I  slowed  sharply  to  give 
it  time  to  maneuver  out  of  my 
way  as  birds  normally  manage 
to  do.  But  for  some  reason  the 
animal  panicked  and  headed  di- 
rectly for  me.  Before  I  could 
react,  I  saw  the  beak  pointing 
toward  my  eye.  Luckily  for  me, 
the  visor  on  my  helmet  was 


Courtesy  to  strangers 
bearing  weapons 
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J&H  thinks 
good  products  need 
protection  from 
bad  reputation. 

What  do  you  think? 

If  you  think  your  company  and  its  products 
could  be  affected  adversely  by  incidents  beyond  your 
control,  take  a  look  at  the  J&H  approach  to  the 
problem. 

Our  Product  Integrity /Product  Protection 
programs  can  cover  you  in  a  variety  of  ways  that  offer 
wide-ranging  protection. 

For  incidents  involving  intentional  contamination 
or  other  malicious  acts,  our  programs  provide  vital 
"loss  of  profits"  and  related  expenses,  as  well  as 
products  recall  coverage.  Additionally,  coverages  are 
available  for  problems  relating  to  latent  product  defects 
and  fearful  public  reaction  based  on  rumored  incidents. 

The  Product  Integrity  concept  was  originated  by 
J&H  for  the  food  industry  and  served  as  the  catalyst 
for  programs  now  available  to  any  industry. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgms 

We  answer  only  to  you . 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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As  seasoned  motorcyclists  we  knew 
better  than  to  complain  about  any  trip 
we  could  walk  away  from.  And  the 
world's  tallest  balloon  at  least  reached 
the  sky  as  it  was  intended  to  do. 


down.  The  bird's  luck,  however,  had  run  out.  My  head 
snapped  back  as  it  hit  with  a  heavy  smack.  Blood  splat- 
tered across  my  helmet.  "You  got  him,"  said  Denny, 
driving  up  from  behind. 

Just  minutes  later,  Malcolm  found  himself  in  a  far  more 
frightening  situation.  As  he  came  around  a  turn,  a  small 
child  darted  into  the  road  in  front  of  him.;  Malcolm 
slammed  his  brakes  and  went  into  a  skid,  barely  missing 
the  child  and  narrowly  avoiding  a  spill  as  his  back  wheel 
slid  out  to  the  right. 

We  reached  the  town  of  Abbottabad,  in  the  foothills  of 
the  Himalayas,  by  5  o'clock.  A  precipitous  road  took  us  to 
a  mountaintop  rest  house,  a  lovely 
colonial  cottage  with  a  view  of  the 
snowcapped  mountains.  As  dark- 
ness fell,  a  low,  solemn  drone  rose 
from  the  dwellings  scattered  in  the 
valley  below,  a  mournful,  discor- 
dant dirge,  the  sound  of  faithful 
Muslims  raising  their  voices  in 
prayer. 


I 


The  rains  began  again  early  Tues- 
day morning.  The  newspapers 
called  them  "torrential"  and  re- 
ported that  a  more  rainy  April  in 
Pakistan  could  not  be  recalled.  One 
consequence  was  that  mud  and 
rock  slides  had  begun  to  occur  along  Zia  joins  the  Forbes 
the  mountain  road  to  our  north. 
With  unusual  prudence,  Malcolm 


decided  that  we  would  go  no  further  by  motorcycle. 

Instead,  we  proceeded  by  car,  accompanied  by  Brigadier 
Ian  Nadir  Khan,  the  intelligent  and  dignified  president  of 
the  Adventure  Foundation.  The  route  took  us  to  the  first 
stretches  of  the  famous  Karakorum  Highway  (KKH),  the 
two-lane  road  that  connects  Pakistan  with  China,  along  an 
agonizingly  twisting  route  through  four  of  the  world's 
great  mountain  ranges:  the  Karakorums,  the  Himalayas, 
the  Hindu  Kush  and  the  Pamir.  The  KKH,  which  was 
completed  only  in  1979,  took  20  years  to  build.  Thousands 
of  Pakistanis  and  Chinese  took  part  in  the  mammoth 
construction.  Hundreds  of  them  were  killed  in  landslides 
and  accidents  before  the  project  was  finished. 

We  returned  to  Abbottabad  in  the  late  afternoon  and 
immediately  packed  up  to  begin  the  final  ride  back  to 
Rawalpindi.  The  rain  was  coming  down  harder,  and  the 
road  looked  slippery.  I  was  particularly  nervous  about  the 
journey  since  the  motorcycle  I  had  been  riding  had  no 
windshield  or  crashbar  and  the  headlight  and  horn  had 
both  ceased  working  long  ago. 

As  we  left  Abbottabad  I  saw  a  billboard  that  seemed  to 
articulate  my  fears.  It  read:  "Life  Is  Uncertain."  (The  tag 
line  went:  "Life  Insurance  Is  Certain.") 

Any  chance  of  getting  back  to  Rawalpindi  before  dark 
was  lost  around  6  o'clock  when  Malcolm's  bike  rolled  to  a 
halt.  It  turned  out  that  a  line  from  the  gas  tank  had  come 
loose  and  his  fuel  had  spilled  onto  the  road.  Denny  took  a 


small  piece  of  wire  and  managed  to  use  it  to  reattach  the 
line.  Malcolm  then  switched  to  his  reserve  fuel  tank  and 
we  were  able  to  continue  on. 

As  darkness  fell,  Jim  "cradled"  me,  as  he  put  it,  running 
interference  for  me  against  the  oncoming  traffic  while  I 
stayed  behind  him  and  as  close  as  possible  to  the  road's 
edge.  I  couldn't  see  much  through  my  rain-washed  visor.  I 
simply  followed  the  red  taillight  on  Jim's  bike  and  that  on 
Malcolm's  further  ahead.  When  the  red  lights  became 
bigger,  I  slowed  down;  when  they  became  smaller,  I  sped 
up.  When  they  jumped,  I  prepared  for  a  bump.  I  felt  as  if  I 
were  playing  some  video  arcade  game  rather  than  riding  a 
motorcycle.  Every  so  often  I  had  to  raise  my  visor  to  allow 
the  cool,  wet  air  to  break  the  hypnotic  spell. 

Finally,  around  7:30  we  rolled  into  the  safety  of  the  hotel 
driveway  in  Rawalpindi.  According  to  my  odometer  we 
had  covered  nearly  1,300  miles  of  rainy  road  since  first 
firing  up  the  engines  in  Karachi  a  week  before. 

We  did  not  ride  the  motorcycles  or  launch  the  balloons 
again  in  Pakistan.  On  Wednesday  we  dressed  in  coats  and 
ties  and  went  by  minibus  to  nearby  Islamabad  for  a  recep- 
tion with  General  Zia.  Malcolm  presented  him  with  one  of 
our  motorcycle  vests,  which  he 
gamely  donned.  The  general,  in 
turn,  awarded  Malcolm  Pakistan's 
"Pride  of  Performance"  medal. 
"The  honors  you  least  deserve,  you 
most  appreciate,"  Malcolm  noted. 

Malcolm  also  promised,  in  addi- 
tion to  repairing  and  modifying  the 
Minar  balloon,  to  build  a  conven- 
tionally shaped  balloon  for  Paki- 
stan, one  that  could  be  used  in 
competition.  And  he  reiterated  his 
pledge  to  bring  a  team  of  athletes 
from  the  Adventure  Foundation  to 
the  United  States  to  be  trained  in 
its  operation  and  maintenance. 

We  were  not  at  all  pleased  that 
the  expedition  was  coming  to  an 

  end.  Our  time  in  Pakistan  seemed 

to  have  passed  with  blistering  speed.  We  had  been  on  the 
move  every  day,  crossing  more  than  three-quarters  of  the 
length  of  the  country.  But  there  remained  much  we  hadn't 
seen  as  well,  including  most  of  the  dramatic  northern 
region,  where  Pakistan  boasts  eight  of  the  world's  ten 
tallest  mountains.  And  we  knew  only  too  well  that  we  had 
barely  glimpsed  a  few  of  the  highlights  of  the  many  regions 
through  which  we  had  traveled. 

If  the  weather  had  been  less  than  cooperative,  our  Paki- 
stani hosts  had  more  than  compensated  for  it.  If  the  riding 
had  been  difficult,  with  far  too  many  mishaps  and  close 
calls  for  comfort,  as  seasoned  motorcyclists  we  knew 
better  than  to  complain  about  any  trip  we  could  walk  away 
from.  The  world's  tallest  balloon  may  not  have  turned  out 
to  be  the  world's  best  balloon,  but  at  least  it  reached  the 
sky  as  it  was  intended  to  do. 

Most  important  for  us,  perhaps,  Pakistan  from  now  on 
would  no  longer  be  just  current  events  and  a  list  of  Kip- 
lingesque  names  on  the  map.  Khyber,  Peshawar,  the  Pun- 
jab, the  Sind,  these  places  meant  something 
to  us  now.  As  the  world's  only  international 
goodwill  motorcycle  gang,  we  hoped  we  had 
managed  to  bring  a  message  of  good  wishes 
and  good  intentions  to  the  thousands  upon 
thousands  of  Pakistanis  we  had  greeted. 
Certainly,  that  was  the  message  they  had 


Capitalist  Tools 


given  us  to  take  back  home. 
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Fi  BEGINNING 
OF  A  REVOLUTION. 


In  1876,  we  had  an  idea  that  changed  the  way  one  that  includes  keyboards,  printers,  data  scree 

America  does  business.  The  telephone.  message  centers,  all  linked  by  an  applications  pro 

At  the  time,  people  laughed  at  it.  It  was  a  gimmick,  Small  companies  can  start  with  a  basic  sys 

they  said,  or  a  toy.  they  grow,  the  system  can  expand  with  them.  B< 

Yet  it  launched  a  communications  revolution.  And  everything  is  modular,  obsolescence  becomes  ot 

now,  no  one  can  imagine  doing  business  without  it.  As  for  larger  companies,  they'll  find  the  mc 

Today,  American  Bell  Advanced  Information  sophisticated  systems  in  the  industry.  Integrating 

Systems  offers  telephones,  and  a  great  deal  more.  data, office, building,and  network  management  fui 

Everything  from  a  basic  business  phone  system  to  Large  or  small,our  business  systems  are  de 
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yip  your  people  do  their  jobs  more  efficiently.  So 
company  can  compete  more  effectively.  And  win. 
We're  the  new,  deregulated  subsidiary  of  AT&T, 
tart  with  the  resources  of  AT&T  behind  us. 
We  have  19,000  employees  and  206  sales  offices 
nwide.  Backed  by  the  world's  largest  service  force. 
All  our  research  and  development  comes  from 
lLabs.  In  fact,  4,000  people  from  Bell  Labs  now 
just  for  us.  Our  hardware  and  software  are  made 


by  Western  Electric,  whose  history  of  product  reliabil- 
ity is  unsurpassed. 

We're  now  free  to  compete  for  your  business. 
With  new  products  on  faster  timetables,  and  a  new 
responsiveness  to  all  of  your  needs. 

To  hear  more  about  our  revolutionary  ideas,  just 
call  1-800-  .        .  _ 
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An  AT&T  Company 


Numbers  Game 


You  may  have  thought  that  ERISA  put  an 
end  to  finagling  with  retirement  plans. 
Well,  that  was  the  idea. 


Pension  raiding, 
1983 


style 


By  Christopher  Power 


Annual  corporate  contribu- 
tions to  pension  plans  often 
t  turn  out  to  be  a  nasty  drain  on 
earnings.  Not  to  worry,  for  such  di- 
verse companies  as  Diamond 
Shamrock,  Lear  Siegler  and 
Wheeling-Pittsburgh.  They 
have  hit  upon  a  clever  way  to 
pick  up  some  easy  income. 
There's  only  one  catch:  Some- 
day it  might  produce  some  very 
unhappy  pensioners. 

The  trick  is  obvious,  with  a 
little  thought.  Why  give  cash  to 
pension  plans?  Most  companies 
have  other  things  far  easier  to 
part  with.  Retirement  funds, 
what's  more,  are  allowed  to 
hold  up  to  10%  of  their  portfolio 
in  their  employers'  securities  or 
real  property,  and,  with  Depart- 
ment of  Labor  approval,  an  un- 
limited amount  of  intangible  as- 
sets like  royalties. 

Last  year  U.S.  Steel  and 
Wheeling-Pittsburgh  met  pen- 
sion plan  obligations  with  spe- 
cially created  issues  of  preferred 
stock  (Forbes,  Nor.  22,  1982). 
Others  have  been  even  more 
creative  in  their  generosity.  Diamond 
Shamrock,  the  $3.2  billion  (revenues) 
oil  and  gas  company,  gave  its  fund  a 
royalty  interest  in  its  Texas  oil  and 
gas  properties.  Lear  Siegler  bestowed 
income  from  a  number  of  Hawaiian 
leases.  And  though  Burroughs  Corp. 
made  its  contribution  in  cash,  it  has 
negotiated  $30  million  worth  of  sale 
leasebacks  with  its  pension  plan  over 
the  last  two  years,  leaving  the  fund 
the  proud  owner  of  four  of  Burroughs' 
facilities. 


The  profits  from  such  deals  are  a  joy 
to  a  financial  officer's  heart.  Issuing 
preferred  stock  instead  of  giving  cash, 
for  example,  increased  U.S.  Steel's  eq- 
uity by  $335  million.  Diamond  Sham- 
rock picked  up  $18  million  pretax. 


Lear  Siegler  saved  $5.6  million.  And 
Wheeling-Pittsburgh  upped  equity  by 
$26.3  million  through  the  shares  it 
contributed.  That  stock  can't  be  sold, 
by  the  way,  until  the  company  elects 
to  register  them. 

The  problem  here  is  not  that  these 
assets  aren't  worth  their  stated  value. 
Rather,  they  tie  pension  plans  to  the 
corporation's  future  success  in  a  way 
that  threatens  the  arm's-length  rela- 
tionship companies  are  supposed  to 
have  with  their  retirement  funds. 


And  whether  or  not  you  arc  dis- 
posed to  worry  for  the  potentially 
hurt  pensioners,  one  thing  is  clear: 
The  companies  that  resort  to  these 
noncash  means  of  funding  their  pen- 
sion plans  merit  close  scrutiny. 
After  all,  if  a  firm  has  sufficient 
cash  on  hand  to  fund  its  pension 
plan  in  the  customary  way,  would  it 
risk  public  ire  by  resorting  to  alter- 
native methods? 

"Whenever  a  contribution  is  other 
than  cash,  you  have  the  corporation 
deciding  the  plan's  investment  strate- 
gy," explains  Ian  Lanoff,  the  lawyer 
who  administered  ERISA  for  the  La- 
bor Department  during  the  Carter  Ad- 
ministration. "There  could  be  situa- 
tions where  corporate  officers  are  not 
as  qualified  as  plan  trustees  in  decid- 
ing what  is  the  best  for  the  plan." 

Who  is  watching  the  cookie  jar? 
The  Department  of  Labor  is  charged 
with  policing  pension  fund  conflict  of 
interest,  and  it  has  been  questioning  a 
few  companies.  But  even  though  non- 
cash contribution  schemes  are  be- 
coming ever  more  exotic,  the 
DOL  will  not  necessarily  exam- 
ine each  new  case.  In  fact,  some 
observers  say  the  DOL  is  not 
paying  enough  attention  to  the 
enforcement  problems  these 
new  methods  pose.  Part  of  the 
problem:  Jeffrey  Clayton,  a  la- 
bor lawyer  from  Salt  Lake  City 
who  now  directs  the  DOL's  of- 
fice of  pension  and  welfare 
benefit  plans,  has  found  himself 
embroiled  in  a  political  squab- 
ble with  other  DOL  officials. 

Meanwhile,  the  unions  have 
little  say  over  the  transactions, 
even  though  the  bulk  of  recipi- 
ents are  members  of  union-ne- 
gotiated plans.  One  .reason  is 
that  for  years  labor's  antiman- 
agement  ideology  was  so  perva- 
sive that  few  union  members 
wanted  to  act  as  pension  fund 
trustees.  "Now  labor  feels 
caught  between  a  rock  and  a 
hard  place,"  says  Randy  Barber, 
a  pension  consultant  for  several  de- 
partments of  the  AFL-CIO.  "People 
are  extremely  upset  with  current  de- 
velopments, but  they  can't  protest 
when  the  companies  are  demanding 
concessions  to  stay  afloat." 

Why  are  all  of  these  potential  con- 
flicts suddenly  cropping  up?  "ERISA 
was  supposed  to  deal  with  the  prob- 
lem," says  one  pension  expert.  "But 
it's  been  around  just  long  enough  to 
give  companies  an  idea  of  what  they 
can  get  away  with."  ■ 
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Taxing  Matters 


When  its  necessary  to  increase  payroll 
'axes  for  Social  Security  and  unemploy- 
ment, nobody  is  happy.  But  when  the  shoe 
is  on  the  other  foot .  .  . 


It's  refund  time 
(maybe) 


By  Jane  Sasseen 


A 


s  if  the  Social  Security  Admin- 
istration didn't  have  enough  to 
worry  about,  it  now  may  have 
to  pay  hundreds  of  millions  of  dollars 
in  refunds. 

The  money  would  go  to  employers 
and  employees  who  claim  to  have 
overpaid  their  payroll  taxes.  That  de- 
pends on  whether  salary-reduced  an- 
nuities that  many  tax-exempt  organi- 
zations provide  are  considered  wages, 
f  they  are,  then  payroll  taxes  have 
)een  properly  collected.  If  not,  then 
it's  refund  time — and  good  news  for 
mndreds  of  thousands  of  teachers, 
nurses,  doctors,  hospital  administra- 
tors and  school  principals. 

Take  a  nurse  making  $20,000  who 
accepts  a  $2,000  pay  cut,  which  the 
lospital  uses  to  buy  her  a  $2,000  an- 
nuity. For  income  taxes,  the  IRS  de- 
li fines  her  wages  as  $18,000  and  com- 
I  putes  her  taxes  on  that  amount.  But 
for  payroll  taxes  covering  unemploy- 
ment and  Social  Security,  the  nurse 
has  to  include  the  value  of  the  annu- 
ity as  part  of  her  wage.  Same  dollar 
value,  same  taxpayer,  but  two  differ- 
ent wages. 

For  years  that  two-tiered  tax,  which 
had  been  created  by  federal  statute 
precluding  the  IRS  from  col- 
lecting    income    taxes  on 
these     salary  reduction 
plans,    didn't    create  any 
problems.  But  in  1981  Row- 
an Cos.,  an  offshore  oi 
drilling  firm,  went  to  the 
Supreme  Court  on  a  similar^'1  *• 
issue.  Rowan  provided 
meals  and  lodging  for 
its  employees.  As  with 
annuities,  those  fringe 
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benefits  were  not  taxed  for  income  tax 
purposes  but  were  taxed  for  unem- 
ployment and  Social  Security.  Rowan 
sued,  arguing  for  a  consistent  defini- 
tion of  wages. 

The  company  won  its  case  (Forbes, 
Aug.  17,  /'W/l.  In  the  process,  the 
Court  also  indicated  that  Congress 
wanted  wages  to  mean  the  same  thing 
for  both  tax  bases.  Since  then,  em- 
ployers and  employees  who  paid  pay- 
roll taxes  on  company-provided  food 
and  housing  have  received  some  $110 
million  in  refunds. 

Count  on  clever  tax  accountants  to 
see  the  potential  for  prying  still  more 
money  out  of  the  government.  "Row- 
an created  the  possibility  of  recover- 
ing back  taxes,"  says  Steven  Holub  of 
accounting  firm  Laventhol  &  Hor- 
wath.  "Now  that  same  principle  may 
be  brought  to  bear  on  annuities." 

How  much  money  is  really  in- 
volved' No  one  knows  for  sure,  but  a 
bit  of  rough  arithmetic  suggests  the 

ft 


number  is  huge.  Including  employees 
of  public  schools,  universities,  non- 
profit community  hospitals,  churches 
and  other  smaller  tax-exempt  organi- 
zations, about  7  million  people  na- 
tionwide arc  eligible  for  the  annuities. 
An  estimated  10%  actually  own 
them.  With  a  three-year  statute  of 
limitations  on  refunds,  and  Holub's 
estimate  of  $500  a  year  per  taxpayer  in 
overpaid  taxes,  the  total  refund 
through  1982  could  top  $1  billion. 
Half  of  that  money,  of  course,  would 
go  to  employers  and  half  to  employ- 
ees, since  they  share  the  Social  Securi- 
ty tax  burden. 

Whenever  such  massive  amounts 
are  at  stake,  you  can  count  on  lots  of 
folks  to  angle  for  a  piece  of  the  action. 
Laventhol  &  Horwath,  for  example,  is 
advising  its  clients  to  consider  filing 
for  refunds,  but  the  IRS,  which  col- 
lects these  payroll  taxes,  has  been  qui- 
et on  the  matter.  Key  logic  in  the 
Rowan  decision  may  make  it  difficult 
to  apply  to  annuities:  Wage  reduc- 
tions to  buy  them  are  voluntary  and 
benefit  employees,  while  Rowan  pro- 
vided food  and  lodging  for  the  firm's 
benefit  and  required  that  employees 
accept. 

It  is  likely  that  this  matter  will  ulti- 
mately be  resolved  in  court — and  only 
as  it  relates  to  refunds  for  the  years 
prior  to  1984.  Congress  this  year  re- 
versed the  Supreme  Court's  position 
and  now  says  that  the  IRS  is  more 
than  welcome  to  define  wages  differ- 
ently for  payroll  and  income  tax  pur- 
poses. New  legislation  specifically  in- 
cludes salary-reduced  annuities  for 
tax-exempt  organizations  in  the  pay- 
roll tax  base.  This  settles  things  for 
the  future — but  in  this  case  paying 
refunds  for  past  errors  could  get  very 
expensive.  ■ 
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Conventional  wisdom  says  that  the  West  is 
the  land  of  tomorrow  when  it  comes  to 
technology.  Since  when  has  conventioyial 
wisdom  ever  proved  to  be  right? 


Go  East, 
young  man 


By  Stephen  Kindel 
and  Robert  Teitelman 


Iooking  back  on  it  all  someday, 
-historians  dating  the  decline 
I  and  fall  of  Silicon  Valley  may  fix 
on  Nov.  5,  1982  as  the  absolute  begin- 
ning of  the  end.  On  that  day  Neiman- 
Marcus  opened  its  first  branch  in  San 
Francisco.  On  that  day  and  the  next, 
the  store  handed  out  60,000  charge 
applications,  the  number  Neiman- 
Marcus  had  expected  to  dispense  for 
an  entire  year. 

Decline  and  fall?  What  has  Nei- 
man-Marcus  to  do  with  decline  and 
fall?  Maybe  we're  reaching  a  bit,  but 
we  suspect  the  rush  for  charge  ac- 
counts in  San  Francisco  is  evidence 
that,  in  the  minds  of  the  entrepre- 
neur-engineers who  dominate  Silicon 
Valley,  capital  formation  was  taking 
second  place  to  buying  $12,000  dia- 
mond necklaces  for  their  girlfriends. 

Or  maybe  it  isn't  that  at  all.  Perhaps 
the  end  came  at  Ming's,  the  restau- 
rant that  sprawls  along  Route  101  in 
Palo  Alto.  The  end  came  there  when 
the  talk  over  sizzling  sauteed  beef 
shifted  from  starting  up  another  disk- 
drive  company  to  cutting  commercial 
real  estate  deals  in  downtown  Palo 
Alto,  where  there  has  been  pressure  to 
abandon  the  low-rise  zoning  that 
made  it  a  pleasant  garden  city  for 
high-rise  office  towers.  Or  perhaps, 
just  perhaps,  it  was  when  the  first 
development  of  $1  million  tract 
homes  opened  on  the  lush  grassland 
near  Foothills  Park. 

Just  the  exuberance  of  the  West, 
you  might  say.  They  are  making  so 
much  money  so  fast  out  there  on 
semiconductors,  floppy  disk  drives, 
Winchester  drives,  modems  and 
microprocessors  that  all  those  engi- 
neers are  only  kicking  up  the  traces  a 
bit.  Maybe  so,  but  there's  something 


Source:  Sales  a?  Marketing  Management 
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£lara  County — the  area  that  encom- 
lasses  the  whole  of  the  10-mile-by- 
10-mile  corridor  known  as  Silicon 
Galley  and  all  its  spillover.  The  New 
ork  Times  recently  referred  to  Silicon 
/alley  as  "the  nation's  most  fertile 
egion  for  the  development  of  high- 
echnology  devices." 
What  a  contrast  'to  that  great  center 
f  economic  desolation,  the  industrial 
Northeast.  But  look  again. 

While  the  West  was  expanding  its 
ate  of  technological  shipments  at  a 
lealthy  16.5%  clip  for  the  years 
11975-82,  the  Northeast  states  were 
xpanding  their  shipments  a  little 
aster,  about  17%.  But  the  North- 
east started  from  a  smaller  base,  you 
).vould  say.  Wrong,  again.  In  1975 
he  Northeast — that's  the  states  of 
^Jew  England,  plus  New  York,  New 


Jersey,  Pennsylvania,  Delaware,  Vir- 
ginia and  Maryland— shipped  $21.6 
billion  worth  of  high-technology 
items,  $5  billion  more  than  spilled 
forth  from  the  factories  of  the  West. 
Thus,  by  1982  the  Northeast,  al- 
most completely  unnoticed,  had 
raised  its  level  of  shipments  to 
$71.2  billion. 

So,  why  the  myths-?  Vigor  in  the 
West,  decay  in  the  Northeast?  Partly 
it's  a  difference  of  style,  partly  of  sub- 
stance. "The  West  Coast  is  entrepre- 
neurship,"  says  Michael  McGrath,  a 
partner  in  Pittiglio,  Rabin,  Todd  & 
McGrath,  a  consulting  firm  that  as- 
sists electronics  and  computer  com- 
panies, "while  the  Northeast  is  inno- 
vation. Many  people  don't  understand 
that  there  is  a  significant  difference 
between  the  two." 


So,  what  is  the  difference?  Entrepre- 
neurship  means  starting  a  business 
with  the  primary  goal  of  earning  tons 
of  money.  It  means  being  opportunis- 
tic and  reading  the  pulse  of  the  con- 
suming public.  And  it  means  selling 
microchips  when  they're  hot  or 
chocolate  chips  when  those  take  off. 

Such  opportunistic  entrepreneur- 
ship  shows  up  in  the  nature  of  West 
Coast  startups.  Two  years  ago  only 
one  company,  Seagate  Technology, 
was  working  on  Winchester  hard 
disks,  designed  to  be  incorporated 
into  microcomputers.  Today  there 
may  be  90  manufacturers  of  the  same 
product,  all  within  hailing  distance  of 
each  other  and  all  in  Silicon  Valley. 
Five  years  ago  there  were  only  six 
manufacturers  of  floppy  disk  drives, 
with  the  top  three  producers— 


. . .  and  never  the 
twain  shall  meet 


Despite  the  claims  of  dozens  of  county  industrial  devel- 
opment officials  to  the  contrary,  technology  and  the 
industries  that  support  it  are  as  alive  and  well  in  the 
East  as  they  are  in  the  West. 

There  are  many  different  ways  to  measure  high- 
technology  activity — sales,  number  of  employees, 
number  of  patents  issued.  We  have  chosen  factory  ship- 
ments on  a  county-by-county  basis,  using  33  specific 
four-digit  Standard  Industrial  Classification  (SIC)  codes. 
In  so  doing,  we  have  eliminated  the  effect  of  government 
spending.  This  tends  to  hurt  the  West  more,  since 
certain  areas,  such  as  Bernalillo  County,  N.M. — Albu- 
querque's home  county — gain  a  high  proportion  of  their 
engineering  and  scientific  totals  from  government  em- 
ployment. Conversely,  by  limiting  our  choices  of  SIC 
industries  to  those  for  which  the  technology  component 
is  the  major  factor,  we  were  principally  goring  the  East's 
ox.  The  elimination  of  SICs  such  as  electrical  machin- 
ery, traditionally  counted  by  the  people  who  measure 
such  things,  is  based  on  our  belief  that  there  is  not  a 


sufficient  amount  of  engineering  value-added  in  new 
electrical,  as  opposed  to  electronic,  devices. 

Sometimes,  the  fates  conspired  so  that  there  was  a 
dual  filter.  New  London,  Conn.,  with  its  nuclear  ship- 
building industry,  was  eliminated  both  because  its  in- 
come is  entirely  dependent  on  the  military — even 
though  the  company  is  a  private  manufacturer — and 
because,  with  the  exception  of  New  London  County,  no 
other  major  shipbuilding  area  requires  as  much  techno- 
logical value-added  for  its  products. 

So  much  for  the  rules.  Shipments  are  shown  by 
county  and  by  relative  importance.  They  show  a  great 
depth  of  manufacturing  strength  in  the  East  and  sur- 
prisingly few  areas  of  significance  in  the  West.  The 
boom,  it  would  seem,  is  rather  uneven. 

Finally,  we  do  know  that  there  is  a  great  deal  of 
technological  ferment  going  on  in  places  such  as  Texas, 
Florida,  Illinois  and  North  Carolina.  We  are  eliminating 
those  areas  only  for  the  purpose  of  making  a  region-to- 
region  comparison. 
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That's  Singer  technology. 


In  today's  energy  environment,  training  power 
plant  operators  is  more  vital  than  ever.  That's  why 
major  utilities  are  turning  to  our  Link  Simulation 
Systems  Division  for  simulators  that  can  duplicate  a 
power  plant's  routine  operations  as  well  as  problem 
situations  —  without  using  fuel  or  creating  hazardous 
conditions.  That's  the  result  of  more  than  a  half- 
century  of  technological  leadership.  This  leadership 
is  now  producing  equipment  that  simulates  every- 
thing from  aircraft  to  chemical  plants,  LNG  tankers 


to  battlefield  tactics. 

Through  expanding  research  and  developmen 
in  electronic-based  simulation,  guidance,  comn 
cations,  and  specialized  computer  systems,  Sing 
is  writing  a  new  chapter  in  its  corporate  history. 
Together  with  our  unique  consumer  durables  cai 
bilities  throughout  the  world,  this  technologies 
base  positions  us  in  important  growth  markets 
of  today  and  tomorrow.  The  Singer  Company, 
8  Stamford  Forum,  Stamford,  CT  06904. 


Technology 


Shugart,  Control  Data  and  CalComp 
(now  a  subsidiary  of  Sanders  Asso- 
ciates, Inc.  of  Nashua,  N.H.) — holding 
the  lion's  share  of  the  market,  along 
with  captive  manufacturer  IBM.  To- 
day there  are  more  than  60,  also  virtu- 
ally all  in  Silicon  Valley.  Five  years 
ago  there  were  only  a  handful  of  mi- 


crocomputer makers,  led  by  Apple 
and  Tandy.  Today  the  number  is  im- 
possible to  count.  Says  Andrew  Ev- 
ans, a  venture  capitalist  from  Belle- 
vue,  Wash.:  "Do  you  really  think 
there's  going  to  be  a  market  for  260 
manufacturers  of  microcompyters? 
Get  serious." 

"Put  it  another  way,"  says 
McGrath.  "The  West  is  commodities. 
You  have  thousands  of  companies,  all 
competing  within  only  a  couple  of 
spheres,  each  to  become  the  fastest- 
growing,  largest,  most  efficiently  or- 


Sunrise,  sunset? 


Shipments  of  high-technology  goods  grew  explosively  in  both  the  North- 
east and  West  from  1975  to  1982.  As  the  chart  below  shows,  California,  a 
strong  producer  of  components  and  commodity  items,  dominates  ship- 
ments in  the  West  and  is  the  largest  overall.  But  shipments  in  the 
Northeast,  particularly  from  Massachusetts,  Connecticut,  New  York  and 
New  Jersey,  have  grown  even  faster  than  in  the  West — 7%  vs.  6.5%. 
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ganized  manufacturer  of  whatever 
they  are  making.  Everybody  else  has 
to  fall  by  the  wayside."  If  McGrath  is 
right — and  we  suspect  he  may  be — 
there's  trouble  ahead  for  the  West  be- 
cause the  most  efficient  commodity 
producers  are  not  the  entrepreneurs  of 
Silicon  Valley  but  their  hustling  com- 
petitors, the  Japanese. 

Many  of  the  products  derived  from 
these  commodity  items  become  com- 
modities themselves.  Video  games  are 
now  a  commodity  item,  and  Atari's 
export  of  1,700  assembly  jobs  out  of 
Silicon  Valley  to  the  Far  East  is  the 
almost  inevitable  result  of  commod- 
ity competition.  Microcomputers  are 
a  commodity,  with  the  result  that 
many  subassemblers  are  now  locating 
in  Mexico  to  drive  labor  costs  as  low 
as  the  cost  of  the  guts  of  a  new  ma- 
chine. Even  operating  systems  are 
commodities.  Witness  the  huge 
number  of  firms  with  whom  Micro- 
soft and  Digital  Research — the  pro- 
ducers of  MS/DOS  and  CP/M,  two 
major  microcomputer  operating  sys- 
tems— have  signed  agreements,  in- 
cluding numerous  Japanese  firms.  It's 
a  dangerous  way  to  do  business. 

Overconcentration  in  the  commod- 
ity sector  of  the  computer  business  is, 
in  some  respects,  the  least  of  the  prob- 
lems facing  the  West.  A  far  greater 
threat,  many  think,  is  the  runup  of 
the  defense  budget  under  President 
Reagan.  California  already  receives 
more  than  17%  of  all  defense  dollars, 
and  that  percentage  is  likely  to  re- 
main stable,  or  grow,  with  any  in- 
crease in  military  outlays.  More 
spending  ordinarily  means  more  jobs, 
yet  California's  State  Office  of  Eco- 
nomic Policy,  Planning  &  Research  is 
scared  stiff.  That's  because,  in  its 
words,  "Military  spending  is  likely  to 
attract  skilled  workers — craftsmen, 
engineers  and  scientists — into  mili- 
tary production  and  thus  away  from 
civilian  firms  competing  in  world 
markets  (particularly  with  nations 
with  less  military  spending)."  That's 
bureaucratese  for  the  fear  that  too 
many  engineers  will  be  siphoned  off 
by  the  military  for  California  to  be 
able  to  remain  competitive  with  the 
Japanese.  According  to  the  study,  Cal- 
ifornia could  actually  lose  300,000 
jobs  through  increased  defense  spend- 
ing, because  of  the  starvation  of  other, 
faster-growing  sectors  of  the  econo- 
my. Most  of  those  would  be  technolo- 
gy-related jobs  at  the  high,  value-add- 
ed end  of  the  spectrum,  the  kind  most 
needed  to  lead  California.  Still  an- 
other study,  this  done  by  the  Western 
Interstate  Commission  for  Higher 
Education  (WICHE),  points  to  a  glar- 
ing educational  gap  in  the  West's  abil- 
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THE  LAND  AND  THE  PROMISE. 


.  country  puts  its  dreams  and  its 
l?a/s  into  symbols — a  flag,  a  plot  of 
pund,  a  monument.  The  people 
dw  to  love  these  symbols,  fight  for 
3m,  die  for  them.  A  symbol  and 
fiat  it  stands  for  must  stay  together, 
hey  are  indivisable." 

— Thomas  Crawford,  sculptor  of 
The  Freedom  Statue  that  surmounts 
the  great  dome  of  the  Capital . 


You'll  see  one  in  front  of  the  post 
office.  The  school  down  the 
street.  The  fire  station.  The  ceme- 
tary.  There  may  even  be  one  on  your 
neighbor's  front  porch.  And  out  in 
center  field  there  will  be  one  gently 
rippling  in  the  summer  breeze.  The 
next  time  you  see  the  American  Flag, 
spend  a  few  moments  with  it.  And 
reflect  on  what  it  represents.  Unity 
and  independence.  Our  purpose  as 
a  nation.  Freedom.  Democracy.  And 
the  land  and  the  promise. 

The  promise  is  still  alive.  But  to 
fulfill  it  we  must  meet  today's  energy 
needs,  as  well  as  those  of  the  future. 
At  NUTECH  we  are  investing  in  the 
personnel  and  the  technologies  that 
will  help  meet  those  needs.  As  a  full- 


service  consultant  to  the  nuclear 
power,  electric  utility,  and  construc- 
tion industries,  we  are  successfully 
applying  our  unique  problem-solving 
talents  to  many  of  the  industry's  most 
complex  engineering  and  construc- 
tion projects. 

nutech 


A  limited-edition  poster  n<  The  American  Flag, 
photographed  by  lay  Maisel,  is  available  by  writing: 
Nutech,  6835-F  Via  del  Oro,  San  lose,  CA  95119. 
Please  enclose  $2.10  for  postage  and  handling. 

Copyright  1983  Nutech,  Inc. 
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Test  tubes  and  babies 


From  1975  to  1982  blue  collar  workers  left  Smokestack  America  and 
headed  West  in  droves.  The  result:  The  West  grew  about  17  times  faster 
than  the  Northeast.  The  Northeast,  however,  added  50%  more  engineer- 
ing and  scientific  jobs  in  research  centers  than  the  West. 
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ity  to  supply  its  future  needs  of  tech- 
nicians and  engineers.  While  48%  of 
all  high  school  seniors  in  the  North- 
east had  completed  three  or  more 
years  of  mathematics  by  graduation, 
only  24%  of  their  counterparts  in  the 
West  had  completed  the  same  level  of 
education.  In  science,  the  disparity  is 
even  worse:  35%  with  three  or  more 
years  in  the  Northeast  against  only 
15%  in  the  West.  And  the  quality  of 
education  in  the  West  must  be  called 
into  question:  Last  year  84%  of  the 
teachers  newly  hired  to  teach  math 
and  science  in  the  Pacific  states  were 
found  to  be  unqualified  in  those 
subjects.  In  the  Northeast,  by  com- 
parison, only  9%  of  the  new  teachers 
hired  were  not  qualified.  Such  a  con- 
dition will  leave  the  West  almost 
entirely  dependent  on  imported  sci- 
entific and  engineering  talent. 

That's  nothing  new.  California  and 
the  entire  West's  technological 
growth  originally  stemmed  from  East- 
ern transplants.  It  was  Frederick  E. 
Terman  of  MIT  who  migrated  to  Stan- 
ford and  built  the  reputation  of  the 
university's  electrical  engineering  de- 
partment. It  was  another  MIT  alum- 
nus, Robert  Noyce,  who  founded  Fair- 
child  Semiconductor  and  Intel.  And 
he  was  only  following  William  Shock- 
ley,  one  of  the  inventors  of  the  tran- 
sistor, who  had  come  out  from  Bell 
Labs  in  New  Jersey.  Why  shouldn't 
the  West  continue  to  expect  that  East- 
erners will  still  be  lured  by  a  better 
climate  and  by  the  chance  to  strike 
it  rich? 

"People  born  in  the  area,  New  York 
and  northward,  are  increasingly  tend- 
ing to  stay  here,"  says  Claude  Finn. 
Finn,  33,  is  a  software  engineer  with 
Solvation,  a  startup  computer  com- 
pany in  Westborough,  Mass.,  who 
originally  worked  on  Data  General's 
Eagle  project,  described  in  Tracy  Kid- 
der's The  Soul  of  a  New  Machine.  Finn, 
it  should  be  noted,  is  not  speaking  as 
an  Eastern  chauvinist.  A  native  Cali- 
fornian,  he  says:  "I  actually  still  prefer 
California,  but  I  stay  in  New  England 
because  it's  financially  rewarding." 

And  so,  it  seems,  it  will  continue  to 
be,  both  for  the  present  and  the  fore- 
seeable future.  As  Fred  Van  Veen,  vice 
president  of  Teradyne,  a  Massachu- 
setts manufacturer  of  semiconductor 
test  equipment,  puts  it,  "The  North- 
east's edge  is  in  the  fact  that  all  the 
real  value-added  in  technology  is 
built-in  here.  The  price  of  semicon- 


ductors keeps  going  down,  down, 
down,  so  it's  hard  for  the  manufactur- 
ers of  the  West  to  make  more  money 
even  if  they  are  pushing  up  volume." 
With  less  value-added,  the  Westerners 
have  less  money  available  to  pay  tech- 
nicians. Van  Veen  continues:  "We  add 
the  software  here  and  package  the 
components,  and  the  value  of  our 
shipments  just  keeps  going  up.  We 
may  build  smaller  quantities  of  things 
than  they  do  in  the  West,  but  each 
thing  we  build  has  a  higher  brains 
content." 

And  that,  in  the  end,  is  what  ought 
to  scare  the  West  the  most.  We  are 
used  to  thinking  of  the  future  as 
microprocessors  and  microcomputers 
because  that  is  what's  in  the  news 
today.  But  the  future  is  really  to  be 
found  in  many  of  the  areas  of  science 
just  emerging  from  the  laboratory, 
areas  that  have  been  all  but  ignored 
by  the  entrepreneurs  of  the  West.  "If 
you  wanted  to  take  optical  fibers  as  a 
good  example  of  a  major  future  indus- 
try," says  Frank  W.  Dixon,  an  analyst 
at  Gnostic  Concepts,  a  market  re- 
search firm  in  Menlo  Park,  Calif., 
"you'd  see  that  both  the  major  re- 
search and  much  of  the  manufactur- 
ing is  being  done  in  the  Northeast." 

That's  not  an  isolated  example.  The 
West's  current  domination  of  laser  re- 
search, says  fohn  Kessler,  a  Rhode  Is- 


land-based analyst  who  follows  the 
industry  closely,  is  being  challenged 
by  the  East  in  several  important  areas. 
"Several  of  the  newest  products — the 
neodymium  YAG  laser,  the  alexan- 
drite laser — are  Eastern  in  origin. 
Right  now,  if  you  were  to  draw  a  cir- 
cle of  50  miles  radius  around  Bell  Labs 
in  New  Jersey,  you'd  see  tremendous 
things  going  on  in  the  industry." 

So  do  the  venture  capitalists.  Ac- 
cording to  the  Venture  Capital  Journal, 
the  Northeast,  as  a  group  of  states, 
received  42.7%  of  the  capital  avail- 
able from  private  firms  in  1981,  com- 
pared with  40.2%  for  the  West.  By 
last  year  the  gulf  in  commitments 
had  widened,  with  Northeastern 
companies  receiving  57.1%.  While  it 
is  hard  to  call  a  two-year  change  a 
trend,  taken  with  other  factors,  the 
handwriting  would  seem  to  be  on 
the  wall. 

No  one,  of  course,  should  yet  write 
off  the  West.  Companies  such  as  Ap- 
ple and  Hewlett-Packard  will  always 
be  in  the  forefront  of  innovation,  and 
both  are  building  enormous  value- 
added  capabilities  as  they  integrate 
into  more  complex  systems.  But  there 
is  also  nothing  sacred,  God-given  or 
manifestly  destined  about  the  West. 
The  future,  as  always,  belongs  to 
those  who  work  hardest  to  reach  it. 
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About  30%  of  the  magazine  you're  holding  is  kaolin  day. 


C-E  is  the  number  one  supplier 
for  this  50,000-ton-a-month 
product  category. 

The  use  of  clay  as  a  coating 
for  paper  dates  back  more  than 
1,000  years  to  the  Chinese. 

Today  modern  printing 
papers  receive  their  gleaming 
white  finish  from  a  special  kind 
of  clay  called  kaolin.  This  clay  is 
also  used  as  a  filler  material  and 
pulp  extender.  The  resulting 
paper  increases  printability  and 
is  lighter  in  weight,  helping  pub- 
lishers cope  with  ever-increasing 
mailing  costs. 

Georgia  Kaolin,  a  Combus- 
tion Engineering  company,  is 
the  leading  supplier  of  kaolin  for 
use  in  paper  products.  Because 
of  the  exceptional  purity  of  its 
deposits,  Georgia  Kaolin  also 
supplies  this  clay  for  use  in 


automotive  catalytic  converters, 
polymer  and  paint  systems, 
and  a  host  of  other  demanding 
applications. 

C-E:  World  leader  in 
energy  technology. 

We're  helping  to  find  and  bring 
in  oil  and  gas.  Upgrading  and 
building  refineries  and  petro- 
chemical plants.  Developing 
cleaner,  more  efficient  ways  elec- 
tric utilities  and  other  industries 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  Supplying  a 
wide  range  of  mineral-based 
products  to  paper,  steel  and  alum- 
inum producers.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

For  more  information  about 
our  diverse  lines  of  business, 


and  a  five-year  summary  of  our 
Financial  Highlights,  write  Com- 
bustion Engineering,  Inc. ,  Dept. 
7004-243,  900  Long  Ridge  Road, 
Stamford,  CT,  USA  06902. 


EJ"^  COMBUSTION 
ENGINEERING 

Energy  Technology.  Woridwide. 


Critics  once  likened  Stone  Container  Corp. 
to  an  old  maid.  But  these  days  the  com- 
pany looks  very  attractive. 


Guess  who  gets 
the  last  laugh 


By  John  A.  Byrne 


Back  in  1979  Boise  Cascade 
tried  to  buy  Stone  Container 
Corp.  Boise's  bid  was  well  over 
book  value  and  would  have  given 
shareholders  more  than  twice  the 
price  at  which  Stone  shares  were  then 
trading.  Chief  Executive  Jerome  Stone 
tentatively  agreed  to  sell.  But  Roger 
Stone,  who  was  preparing  to  succeed 
his  uncle  at  the  family-controlled 
company,  resisted.  "He  was  younger, 
more  dynamic  and  more  optimistic 
about  the  future,"  recalls  Mark  Rog- 


ers of  Dean  Witter. 

Roger  Stone  was  also  right.  Stone 
Container's  current  market  value  is 
nearly  3  times  the  $120  million  that 
Boise  was  offering  just  four  years  ago. 
The  company,  once  criticized  as  an 
undercapitalized  independent  paper- 
board  producer,  is  now  a  favorite  with 
investors.  Its  shares  sell  at  \2Vi  times 
peak  1981  earnings  and  just  over  2 
times  book  value. 

Of  course  Chicago-based  Stone  had 
an  earnings  decline  last  year  and  post- 
ed losses  of  $962,000  in  the  first  quar- 
ter of  1983.  But  Wall  Street  sees  be- 


Sto>ie  Container  Cotp.  Chief  Executive  Roger  Stone 

Not  taking  Boise  Cascade's  money  was  a  smart  move. 


yond  the  current  recession,  and  some 
analysts  expect  a  paperboard  shortage 
by  the  mid-Eighties.  One  reason  they 
think  Stone  will  be  a  major  beneficia- 
ry is  that  it  fared  far  better  than  com- 
petitors during  the  recent  downturn. 

Roger  Stone,  48,  the  boyish-looking 
chief  executive  whose  grandfather 
founded  the  company  57  years  ago, 
has  had  a  lot  to  do  with  this.  Ever 
since  fighting  off  Boise,  he  has  been 
hard  at  work  modernizing  facilities 
and  expanding  capacity.  Last  year 
Stone  boosted  paperboard  production, 
which  accounts  for  41%  of  sales,  by 
12%,  while  the  industry  posted  a 
6.3%  decline.  Corrugated  container 
shipments  bucked  similar  trends  with 
a  4%  rise. 

Over  the  past  five  years  Stone  has 
poured  $220  million  into  new  plant 
and  equipment.  Unlike  competitors 
with  high-cost  older  mills,  the  com- 
pany has  been  able  to  add  capacity  on 
an  incremental  basis.  The  alterna- 
tive? Standing  still  or  building  new 
facilities  at  a  minimum  cost  of  $350 
million. 

Stone  also  spent  $38  million  last 
year  to  upgrade  its  Coshocton,  Ohio 
mill,  making  it  perhaps  the  most  en- 
ergy-efficient in  the  industry.  This 
plant  should  generate  $7.5  million  in 
cost  savings  this  year  alone,  which 
works  out  to  better  than  10%  per  ton 
of  production.  In  a  major  move  toward 
vertical  integration,  Stone  also  ac- 
quired Samson  Paper  Bag  Co.  for  $7.4 
million,  a  price  well  below  appraised 
value.  Samson  makes  grocery  bags 
and  uses  kraf  t  paper  as  raw  material,  a 
product  produced  by  Stone. 

To  finance  this  expansion,  the  com- 
pany borrowed  heavily,  thus  pushing 
total  debt  to  48%  of  capital.  Roger 
Stone  now  admits  he  brought  on  new 
capacity  too  soon.  But  at  least  his  firm 
was  able  to  refinance  by  selling  $37 
million  worth  of  stock  earlier  this 
year.  Now  the  debt  ratio  is  down  to  a 
more  comfortable  35.6%. 

Stone's  rush  to  establish  more  effi- 
cient capacity,  however,  underlines 
his  basic  strategy.  "We  concentrate 
on  what  we  do  best,"  he  explains. 
"Most  of  our  competitors  look  at 
boxes  as  a  commodity,  another  con- 
version step  as  an  extension  to  cutting 
trees." 

Not  so  at  Stone.  By  working  closely 
with  customers,  the  company  aims  to 
sell  more  profitable  customized  prod- 
ucts. Stone,  for  example,  developed 
triangular  packaging  for  books  and 
record  albums  sold  through  the  mail. 
This  reduces  damage  returns  and  cuts 
customer  costs.  Such  proprietary  in- 
novations account  for  30%  of  the 
firm's  container  sales. 
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Signs  of  a  turnaround,  meantime, 
ire  already  showing.  In  April  liner- 
noard  prices  went  up  $20,  to  $270  a 
on.  That's  still  $30  a  ton  less  than  Vh 
/ears  ago,  but  a  welcome  sign  none- 
heless.  Optimists  forecast  a  climb  to 


$300  this  year  and  to  $360  in  1984. 

As  the  purest  investment  play  in 
this  business,  Stone  now  may  look 
even  more  attractive  than  it  once  did 
to  Boise.  But  Roger  Stone,  whose  fam- 
ily still  owns  50%  of  the  company, 


On  the  Docket 


With  crowded  courtrooms  and  expensive 
lawyers,  you  would  think  companies 
would  rely  more  on  commercial  arbitra- 
tion. You  would  be  wrong. 


Flies  in 
the  ointment 


always  fast  and  informal,  and  then 
they  find  that  it's  frequently  not." 
'  There's  also  a  perception  that  many 
arbitrators  tend  to  split  the  difference 
in  a  case  instead  of  declaring  either 
side  the  winner.  "Lawyers  worry 
about  compromise  awards,"  says  Rob- 
ert Banks,  general  counsel  for  Xerox. 
"Professional  arbitrators  have  a  ten- 
dency not  to  want  to  get  anybody  real- 
ly unhappy,  so  instead  they'll  cut  the 
baby  in  half." 

But  Robert  Meade,  vice  president  of 
case  administration  for  the  American 
Arbitration  Association,  thinks  that 
in  many  situations  the  ability  to  com- 
promise may  actually  be  an  advan- 
tage. "In  those  disputes  that  do  reach 


By  Richard  Greene 


ARBITRATION  AS  AN  ANSWER  tO 
our  crowded  courtrooms  is 
b  much  like  a  child's  solution  to 
war:  "We'll  send  our  strongest  guy 
and  their  strongest  guy  onto  an  island, 
and  the  country  whose  guy  comes  out 
alive  wins." 

And  like  that  approach  to  interna- 
tional conflict,  commercial  arbitra- 
tion runs  into  a  major  snag:  Not  ev- 
erybody wants  to  go  along.  In  some 
areas,  such  as  labor-management  dis- 
putes, arbitration  is  a  roaring  success. 
But  although  its  use  has  increased 
over  the  last  decade,  for  much  of 
American  business  arbitration  just 
isn't  an  effective  replacement  for 
costly  and  time-consuming  court- 
room trials. 

Why    not?    Unfortunately,  even 
though  commercial  arbitration  is  usu- 
ally cheaper  than  going  to  court,  it  can 
still  be  pretty  expensive.  Complex 
cases  can  cost  millions.  One  reason  is 
that  corporations  don't  merely  send 
opposing  chief  executives  to  fight  it 
out  in  a  closed  room.  Parties  are 
still  represented  by  lawyers,  and 
lawyers  are  still  charging  by  the 
tenth  of  an  hour.  "You  can  find 
yourself  in  a  procedure  that  can 
be  just  as  rigid  as  litigation," 
explains  Eric  Green,  an  asso 
ciate  professor  at  Boston  ^ 
University  School  of  Law. 
"Companies  go  for  arbitra- 
tion because  they  think  it's 


makes  it  clear  he  wants  to  stay  inde- 
pendent. "If  somebody  came  to  offer 
me  a  billion  dollars  tomorrow,  I'd  say, 
'Here  are  'the  keys,'  "  he  explains. 
"But  I  think  we  have  great  potential, 
and  I'm  not  planning  to  sell."  ■ 


arbitration  you  generally  have  some 
fault  on  both  sides.  In  the  court  you 
hang  or  fall  based  on  a  legal  argument. 
In  arbitration  we  look  for  equity."  Fair 
enough,  but  the  attorney  who  thinks 
he  has  a  good  shot  at  a  total  victory  in 
the  courtroom  is  not  going  to  take  a 
chance  on  a  partial  victory  by  submit- 
ting to  arbitration. 

All  of  which  points  to  the  real  ob- 
stacle for  commercial  arbitration: 
Lawyers  are  standing  resolutely  in 
the  way.  They  regularly  object  to  the 
fact  that  arbitration  deprives  a  client 
both  of  unlimited  discovery  proceed- 
ings, in  which  witnesses  for  the  oppo- 
sition can  be  questioned  at  length, 
and  of  the  right  to  appeal.  Not  sur- 
prisingly, many  attorneys  are  harsh 
critics  of  the  use  of  arbitration  to 
settle  business  disputes.  Corporate 
lawyers  are  trained  to  make  an  allout 
effort  to  win,  and,  if  winning  requires 
delaying  justice  through  endless  de- 
positions or  ongoing  appeals,  then  so 
be  it.  "Outside  attorneys  spend  their 
time  trying  to  wall  their  clients  from 
all  risk,"  says  Peter  Mear,  head  of  the 
litigation  section  for  Aetna  Life  &. 
Casualty. 

Mear  puts  it  politely.  A  cynic  could 
point  out  that  outside  counselors  get 
paid  only  when  their  services  are  re- 
quired. That  can  be  a  mighty  strong 
incentive  to  avoid  a  time-saving  de- 
vice such  as  arbitration. 

Because  of  resistance  to  commer- 
cial arbitration,  alternatives  are  gain- 
ing favor  with  corporations.  Notable 
among  them  is  California's  so-called 
rent-a-judge  procedure,  now  being 
employed  in  several  other  states.  This 
uses  former  judges,  and  cases  are  still 
open  to  appeal.  Another  popular  con- 
flict resolution  mechanism  is  the 
minimal,  a  nonbinding  process  that 
nearly  always  results  in  a  negotiated 
settlement. 

Even  as  society  piles  up  layer  after 
layer  of  alternatives,  however,  the 
problem   of   crowded   courts  re- 
mains.   Says    Marvin  Comisky, 
^  managing  partner  of  the  Philadel- 
phia law  firm  Blank,  Rome,  Co- 
misky &.  McCauley:  "It's  a 
mystery  to  me.  The  more 
systems  we  create  to  dis- 
pose of  court  cases,  the  more 
cases  appear."  ■ 
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TODAY  primary-reader  audience  profile  is  a  com- 
bination of  Time,  The  New  York  Times,  Sports 
Illustrated  and  The  Wall  Street  Journal.  Our  reader 
demographics  exceed  the  four  newsweeklies 
and  are  in  the  same  range  as  the  other  two 
national  daily  newspapers. 

Over  1. 1  million  copies  of  USA  TODAY  are 
now  purchased  daily  (and  5.5  million  weekly)  by 
mobile,  influential  families  across  the  U.S.A. 
Over  350  advertisers  have 
already  used  our  pages  to 
reach  them.  If  you're  ready 
to  put  their  purchasing 
power  to  work  for  you,  call 
Joe  Welty,  VP/Advertising, 
at  (212)  715-5360. 
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Wigel  Chattey,  transportation  and  engineering  consultant 
\  dream  of  resurrecting  the  historic  Erie  Canal. 


Faces 

Behind  The  Figures 


Edited  by  John  R.  Dorfman 

Dredge  the  Erie 

i  Transportation  consultant  Nigel 
IChattey  doesn't  think  small.  His  goal, 
i  which  would  cost  about  $6  billion  or 
so  for  starters,  is  to  dredge  the  Erie 
j Canal  in  New  York  State  to  make  it 
Suitable  for  coal  and  grain  barges. 
With  the  dredged  material,  Chattey 
[proposes  building  a  2,000-acre  island 
south  of  Long  Island.  This  would  cre- 
ate not  only  a  deep-water  port  (for  coal 
in  particular)  but  also  a  site  for  such 
unpopular  but  necessary  facilities  as 
oil  refineries. 

i  Chattey,  55,  is  no  pipe-dreaming 
Ikook.  Since  1963  he  has  headed  his 
tawn  engineering  and  transportation 
consulting  firm,  Nigel  Chattey  Asso- 
ciates, Inc.  Over  the  years  he  has  ad- 
jvised  such  firms  as  Mobil,  Litton  In- 
idustries  and  Royal  Dutch/Shell.  Now 
working  out  of  his  suburban  New 
York  home,  he  spends  almost  all  his 


time  on  the  Erie  project. 

Today,  the  storied  Erie  Canal  is  al- 
most unused.  It  carries  an  occasional 
petroleum  barge,  a  few  sightseeing 
boats  and  a  modest  traffic  in  yachts 
going  from  the  Great  Lakes  to  Florida 
or  back.  To  be  commercially  usable,  it 
would  have  to  be  dredged  to  a  depth  of 
around  20  feet  and  a  surface  width  of 
300  feet  (250  at  bottom). 

While  the  familiar  song  has  the  ca- 
nal stretching  "from  Albany  to  Buffa- 
lo," Chattey  would  settle  for  resur- 
recting the  part  from  Albany  to  Lake 
Ontario.  That  would  allow  shippers  of 
western  coal  to  use  barges  for  a  big 
part  of  their  shipping  route. 

Chattey  says  Western  strip-mined 
coal  "is  low  in  sulfur  and  costs  one- 
half  to  one-fourth  as  much  to  mine  as 
underground  coal.  But  by  the  time  it 
is  delivered  by  rail,  it  is  no  longer 
competitive."  The  canal  could  also 
offer  a  low-cost  passageway  for  mid- 
western  grain. 

It  has  been  about  seven  years  since 
Chattey  began  pushing  his  idea, 
which  he  calls  ICONN-Erie.  (The  ini- 
tials stand  for  Island  Complex  Off- 
shore New  York  and  New  Jersey.)  Al- 
ready his  effort  has  been  the  subject  of 
at  least  one  book,  Chattey  s  Island,  by 
James  Ehmann.  But  it's  still  an  idea  in 
search  of,  among  other  things,  money. 


Still,  Chattey  is  no  stranger  to 
overcoming  obstacles.  British  born, 
he  served  with  the  Royal  Comman- 
dos. At  18  he  learned  to  curl  up 
next  to  his  camel  foi  warmth  during 
cold  nights  on  the  Pakistani  desert. 
"You  must  tie  the  camel's  hind  foot 
to  his  nose,"  Chattey  recalls.  "How- 
ever, he  will  still  try  to  roll  over  on 
you." — Stanley  W.  Angrist 


Greed  and  fear 

Lee  Idleman  kisses  his  hand  and 
reaches  up  as  if  to  pluck  something 
out  of  the  air.  He's  describing  how 
some  components  of  his  stock  market 
"greed  index"  are  calculated. 

Idleman  is  research  director  for 
Dean  Witter  Reynolds  Inc.,  and  his 
index,  which  might  better  be  termed  a 
"greed-and-fear"  index,  has  done  rath- 
er well  in  the  15  years  that  Idleman 
has  been  putting  it  together  every  one 
to  six  months  ("as  the  spirit  moves 
me").  The  highest,  or  greediest,  rating 
ever  recorded — 89 — was  the  very  first, 
in  1968.  That,  it  turned  out,  was  right 
before  a  bear  market  that  saw  the 
DJIA  drop  300  points  in  the  next  19 
months.  "Back  then,"  Idleman  re- 
calls, "money  managers  were  talking 
about  long-term  compound  growth  of 
25%  to  30%  a  year."  In  other  wcrds, 
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when  greed  runs  rampant,  look  out.  It 
may  take  a  while,  but  you  can  expect 
a  correction  to  come. 

How  does  the  index  work?  Those 
money  managers'  expected  rate  of  re- 


Lee  Idleman  of  Dean  Witter  Reynolds 
If  portfolio  managers  brag,  duck. 


turn  is  one  of  ten  variables  in  the 
index,  to  each  of  which  Idleman  as- 
signs up  to  ten  points.  Others  include 
the  proportion  of  assets  committed  to 
stocks  by  institutional  investors,-  the 
monthly  volume  in  new  issues;  the 
willingness  of  portfolio  managers  to 
talk  about  their  own  private  holdings; 
and  the  strength  of  investors'  taste  for 
small  and  low-quality  companies.  A 
reading  of  0  would  be  the  extreme  of 
fear,  and  a  reading  of  100  the  extreme 
of  greed. 

Not  surprisingly,  the  greed  index 
currently  reads  a  fairly  frothy  69.  And 
that's  one  reason  Dean  Witter  Reyn- 
olds recommended  recently  that  cli- 
ents put  20%  of  their  equity  portfolios 
into  cash.  But  Idleman  thinks  the  in- 
dex does  an  even  better  job  of  "identi- 
fying extremes  of  fear."  Four  times  in 
the  past  15  years  it  has  dipped  below 
30,  most  recently  in  June  1982.  Each 
time,  a  major  rally  followed. 

Idleman's  thick  glasses  and  plump 
figure  make  him  look  scholarly  in  re- 
pose. When  he  talks  about  the  market, 
though,  his  face  lights  up  with  boyish 
enthusiasm.  Right  now  he  likes  ener- 
gy stocks  such  as  Schlumberger  and 
Gulf  Oil.  Why  -  Because  so  many  peo- 
ple are  now  afraid  of  them.— J.R.D. 


Fast  finance 

"I'd  really  like  to  finance  McDon- 
ald's, but  they  don't  need  us,"  says 
Mort  Fleischer  wistfully. 

Little  matter.  Fleischer,  the  46- 
year-old  president  of  Franchise  Fi- 
nance Corp.  of  America,  is  doing  nice- 
ly providing  real  estate  to  potential 
franchisees  who  want  to  run  outlets 
for  such  ghains  as  Burger  King,  Har- 
dee's, Long  John  Silver's,  Kentucky 
Fried  Chicken,  Taco  Bell,  Arby's  and 
Wendy's. 

To  understand  why  the  franchisees 
are  hungry  for  Fleischer's  sites,  you 
need  to  know  how  the  industry  has 
changed  in  recent  years.  In  the  late 
1960s  and  early  1970s,  savings  and 
loan  associations  were  glad  to  make 
favorable  loans  to  franchisees.  The 
loans  carried  fixed  rates,  and  they  cov- 
ered a  large  portion  of  the  purchase 
price  for  buildings  and  land. 

No  more.  These  days,  where  money 
is  available,  the  S&Ls  will  loan  only 
partial  amounts  to  cover  land  and 
buildings.  And  no  more  Mr.  Nice 
Guy — rates  are  variable,  not  fixed. 

Into  the  breach  stepped  Fleischer, 
whose  previous  ventures  included 
land  development,  insurance  and  coal 
mining.  But  he  doesn't  make  loans. 
He  takes  the  real  estate  tax  shelter 
route.  FFCA  raises  money  through 
limited  partnerships,  organized  under 
the  name  Insured  Income  Properties. 
Since  Fleischer  started  operations  in 
1980,  there  have  been  some  20,000 
limited  partners.  This  year  alone 
Fleischer  and  E.F.  Hutton,  the  under- 
writer, have  raised  $150  million.  The 
minimum  investment  is  $5,000,  and 


the  average  investment  is  $20,000. 

FFCA  actually  buys  the  fast-food 
outlets  itself — land,  building  and 
equipment.  The  Phoenix-based  com- 
pany then  leases  them  to  the  franchi- 
see, charging  either  14.5%  of  the  pur- 
chase price  per  year  or  6%  of  gross 
sales,  whichever  is  greater.  According 
to  Fleischer,  the  investors  stand  to 
realize  a  long-run  annual  rate  of  re- 
turn around  10%,  of  which  two-thirds 
is  tax  sheltered  for  the  first  five  years. 
And  Fleischer?  With  a  quarter  of  a 
billion  dollars  currently  invested,  he 
probably  earned  about  $250,000  last 
year. — Ellen  Paris 


Grounding  the  Airbus 

"One  thing  I  learned  at  the  Stockholm 
School  of  Economics,"  deadpans  Jan 
Carlzon,  president  of  the  Scandina- 
vian Airlines  Group,  "was  that,  if  a 
company  runs  at  a  deficit,  it  is  always 
because  costs  are  higher  than  rev- 
enues. So  you  either  cut  costs  or  in- 
crease revenues."  But  Carlzon,  42,  has 
given  that  bromide  a  twist.  Faced 
with  a  $17.3  million  loss  in  fiscal 
1981  at  Scandinavian  Airlines,  Carl- 
zon decided  to  increase  revenues  by 
spending  more,  not  less. 

While  beleaguered  airlines  around 
the  world  have  been  cutting  back, 
Carlzon  is  pouring  $50  million  into 
improving  SAS'  so-so  service,  upgrad- 
ing Copenhagen  airport,  the  airline's 
route  hub,  and  increasing  flights  to 
major  destinations  in  Europe.  Rather 
than  lay  off  workers,  Carlzon  shifted 
them  to  service  operations.  Most 
strikingly,  he  grounded  SAS'  four  Air- 
bus aircraft  worth  $109  million  and  is 
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efurbishing  60  aging,  fuel-inefficient 
DC-9s.  The  airbuses  will  be  used  only 
or  limited  charter  flights  and  an  occa- 
ional  international  route  until  the 
)C-9s  are  ready.  It  sounds  perverse, 
jut  it  gave  SAS  scheduling  flexibility 
ind  more  frequent  flights. 

Results?  Operating  expenses  went 
lp  22%,  to  $1.5  billion  in  fiscal  1982. 
iut  operating  revenues  rose  25%,  to 
51.6  billion.  For  the  year  ended  Sept. 
50,  SAS  netted  $53.5  million,  a  record 
|or  the  36-year-old  airline,  50%- 
pwned  by  Norway,  Denmark  and 
Sweden. 

Carlzon  has  aimed  his  spending  at 
he  lucrative  business  travel  market. 
3y  increasing  the  number  of  passen- 
gers willing  to  pay  full  fare  for  SAS' 
expanded  services — roomier  seating, 
special  meeting  rooms,  separate 
heck-in  counters,  better  frequen- 
ces— he  can  actually  lower  fares  for 
discount  passengers  in  the  back  of  the 
lane  without  penalizing  profits.  Pre- 
ious  management's  cost-cutting 
urt  SAS'  service  reputation,  especial- 
y  important  for  businessmen  willing 
o  plunk  down  extra  money  for  a  full- 
are  ticket.  Last  year  every  SAS  work- 
got  a  new  watch  to  celebrate  having 


ISAV  President  Jan  Carlzon 
Taking  a  calculated  risk. 


achieved  the  best  on-time  perfor- 
mance in  Europe. 

If  fuel  prices  rise  suddenly,  or  if 
(traffic  picks  up  dramatically,  those 
DC-9s  will  be  albatrosses.  It's  a  risk, 
(but  a  calculated  one.  Says  Carlzon: 
I  "The  day  someone  calls  and  demands 
a  ticket  on  an  Airbus  rather  than  a 
ticket  to  Frankfurt,  we'll  reconsider 
our  decision." — Kathleen  K.  Wiegner 


Stepping  up 

"If  Ralph  Waldo  Emerson  had  an 
M.B.A.,  he  would  have  said,  'Know 
thy  market.'  "  That  homily  comes 
from  Arnold  Hiatt,  55,  CEO  of  fast- 
growing  Stride  Rite  Corp.  Literature 
may  be  Hiatt's  hobby,  but  shoes  are 
his  business.  Revenues  at  the  Cam- 
bridge, Mass. -based  firm  have  more 
than  doubled,  to  $225  million,  since 


Stride  Rite  has  been  able  to  get  Keds 
into  such  previously  untapped  retail 
outlets  as  Macy's  and  Herman's 
World  of  Sporting  Goods.  Result: 
Keds,  which  until  December  was  an 
unincorporated  subsidiary,  is  expect- 
ed to  earn  $4  million  on  sales  of  about 
$80  million  this  year. 

The  company  did  stub  its  toe  in  the 
rush  to  bring  out  a  running  shoe.  Or- 
ders were  taken  for  a  hastily  devel- 


Amold  Iliatt,  CEO  of  Stride  Rite  Corp. 

The  first  try  at  running  shoes  was  a  stubbed  toe. 


1978.  Earnings  were  up  22%  last  year, 
to  $11  million.  And  the  stock  has 
quadrupled  in  the  past  16  months. 

Two  1979  acquisitions  from  Uni- 
royal  played  a  key  part  in  Hiatt's  suc- 
cess. One  was  Sperry  Top-Sider.  Hiatt 
snapped  it  up  just  before  the  preppy 
fashion  wave  made  the  Top-Sider  boat 
shoe  de  rigueur  among  many  who  had 
never  set  foot  in  a  marina.  "We  took 
an  exclusive  product  and  made  it 
more  democratic,"  says  Hiatt  with  a 
slightly  facetious  smile.  Democracy 
also  brought  in  $46  million  in  sales 
and  an  estimated  20%  of  net  last  year. 

The  other  acquisition  was  Keds,  on 
which  Uniroyal  had  lost  $22  million 
in  1979.  The  name  Keds  was  well 
known,  a  near-synonym  for  sneakers. 
But  while  athletic  shoe  sales  boomed 
on  the  heels  of  the  jogging  craze,  Keds 
never  developed  specialty  running  or 
tennis  shoes.  Now  Hiatt  is  playing 
catch-up.  Meanwhile,  the  soft-spoken 
Massachusetts  native  has  improved 
margins  at  the  acquired  sneaker  com- 
pany. New  foreign  suppliers  and  man- 
ufacturing facilities  have  kept  costs 
from  escalating.  Yet  less  production  is 
farmed  out  than  earlier,  so  that  Stride 
Rite  can  control  quality  and  cost.  And 


oped  model  called  the  Millenium.  But 
poor  design  and  production  problems 
killed  the  shoe.  That,  says  Hiatt,  was 
"a  testimony  to  our  lack  of  manage- 
ment depth."  Still,  the  Millenium 
hasn't  dimmed  Hiatt's  enthusiasm  for 
running  shoes,  or  for  growth.  With  a 
new  line  of  running  and  tennis  shoes 
out,  Keds  is  trying  to  win  back  some 
of  the  market  it  abdicated  to  well- 
known  competitors  like  Nike  and 
Adidas.  And  Hiatt  is  once  more  on  the 
prowl  for  acquisitions. — Jane  Sasseen 

Marriage  of  convenience 

What  do  you  get  when  you  marry  a 
leveraged  buyout  to  a  syndicated  part- 
nership? An  innovative  deal  called 
Television  Station  Partners  that  puts 
veteran  broadcast  executive  Martin 
Pompadur  at  the  head  of  his  own  com- 
pany, for  very  little  of  his  own  money. 

Until  recently,  Pompadur  was  in 
charge  of  the  six  TV  stations  at  Ziff 
Corp.,  which  had  hired  him  away 
from  ABC  to  help  it  diversify  from 
magazine  publishing.  Then  William 
Ziff  decided  that  he  really  did  like 
print  best.  Pompadur  sold  off  two  of 
the  Ziff  stations,  and  then  promptly 
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offered  himself  as  the  buyer  of  the 
other  four  (situated  in  Augusta,  Ga., 
Rochester,  N.Y.,  Saginaw,  Mich,  and 
Steubenville,  Ohio)  for  $56  million. 

Before  joining  Ziff,  Pompadur  had 
served  17  years  at  ABC,  rising  to  the 


TV  station  owner  Martin  Pompadur 
Expect  a  sale  by  1990. 

board  of  directors.  For  all  that,  when  it 
came  to  arranging  financing  for  the 
buyout,  he  admits,  "I  was  a  little  over 
my  head.  Prior  to  this,  when  I  needed 
money  for  an  acquisition,  I  went  to 
Leonard  Goldenson  [chairman  of 
ABC)  or  to  Bill  Ziff." 

Pompadur's  first  stop  was  a  venture 
capital  firm  with  experience  at  help- 
ing managers  buy  the  business  they 
run.  But  they  "wanted  too  much  of 
the  equity,"  he  says. 

Pompadur  found  the  expertise  he 
wanted  at  Rothschild  Inc.,  where  cor- 
porate finance  man  Mark  Feldman 
cooked  up  a  deal  that  kept  his  client 
firmly  in  control.  Feldman  sensed 
that  wealthy  investors  had  read  about 
the  money  to  be  made  in  leveraged 
buyouts.  Maybe  they  would  like  to 
get  a  piece  of  the  action  along  with 
management?  Along  with  Smith  Bar- 
ney, Rothschild  raised  $26  million  in 
equity  through  a  limited  partnership 
and  persuaded  Manufacturers  Han- 
over to  lend  the  rest  of  the  purchase 


price  with  a  few  other  banks. 

The  limited  partners — about  225  of 
them — get  some  tax  benefits,  but 
mostly  they  are  looking  for  a  big  cap- 
ital gain  when  Pompadur  sells  the  sta- 
tions, which  the  contract  encourages 
him  to  do  by  1990.  They  are  entitled 
to  150%  of  their  capital  before  Pom- 
padur gets  35%  of  the  rest  of  the  prof- 
its. "I  don't  get  mine  'til  the  back 
end,"  Pompadur  says.  To  make  his 
profit,  Pompadur  has  to  increase  the 
value  of  the  stations,  all  network  af- 
filiates, by  roughly  a  third.  He  thinks 
he  can  do  that,  despite  the  fact  that 
traditional  broadcasting  is  a  "matur- 
ing business."  Under  Ziff,  Pompadur 
poured  money  in  to  improve  the  sta- 
tion's quality.  Now  he  plans  to  get 
more  out. — Pamela  Sherrid 


Out  of  school 

Remember  Junior  Scholastic,  Science 
World  or  Co-ed  from  your  school  days? 
They,  and  nearly  two  score  others, 
were  all  published  by  Scholastic  Inc., 
a  company  that  is  still  around  but, 
like  some  other  fondly  remembered 
institutions,  has  had  its  problems  in 
recent  years.  Now  Richard  Robinson, 
Scholastic's  46-year-old  president,  is 
trying  to  change  all  that.  His  proposed 
solution  amounts  to  a  six-syllable 
word:  diversification. 

Scholastic  publishes  some  35  mag- 
azines for  educators  and  children,  op- 
erates five  book  clubs  and  produces 
network  and  cable  programming  for 
children.  But  profits  dropped  from 
$4.5  million  in  1979  to  $500,000  in 
1981.  Last  year,  aided  substantially  by 


a  $900,000  aftertax  gain  from  the  sale 
of  a  California  warehouse,  earnings 
bounced  halfway  back,  to  the  1979 
level,  totaling  $2.1  million. 

To  keep  the  fragile  recovery  going, 
Robinson,  the  son  of  the  company's 
founder,  has  pumped  $5  million  into 
two  new  projects.  The  first,  intro- 
duced last  month,  is  Wizware — 14 
educational  computer  programs  for 
kids  from  5  through  15.  Scholastic 
already  sells  computer  software  to 
schools,  but  Wizware  is  targeted  on 
the  new  generation  of  home  computer 
enthusiasts.  Robinson  hopes  to  add 
more  than  40  programs  by  next  year 
to  the  14  available  now.  "Parents,"  he 
says,  "want  their  kids  to  learn  more 
from  computers  than  how  to  play 
games." 

The  programs — about  $40  for  disks 
and  $30  for  cassettes — include  such 
activities  as  writing  original  endings 
to  stories  and  designing  a  computer 
graphics  poster.  "The  dramatic 
growth  in  these  markets  far  outpaces 
the  growth  of  print  markets,"  ex- 
plains Robinson  from  his  Manhattan 
office,  which  with  its  brightly  painted 
walls  suggests  a  cheery  high  school 
principal's  quarters  more  than  a  com- 
pany president's. 

This  fall  Robinson  is  launching 
Family  Computing,  Scholastic's  first 
consumer  magazine  for  adults  in  its 
53-year  history.  Personal  computing 
is  hardly  an  untended  journalistic 
market,  with  some  70  titles  in  the 
field  at  last  count,  but  "unlike  the 
others,"  says  Robinson,  "our  maga- 
zine helps  people  understand  comput- 
ers from  the  beginning."  Family  Corn- 


Scholastic  Inc.  President  Richard  Robinson 
A  six-syllable  word:  diversification. 
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l  uting  will  be  launched  with  200,000 
ubscribers  signed  up,  and  Robinson 
Hopes  that  will  expand  to  half  a  mil- 
lion in  1984. — Walecia  Konrad 


The  homecoming 

"he  American  Psychological  Associ- 
tion,  new  owner  of  Ziff-Davis'  Ps)>- 
hology  Today,  had  this  little  conflict. 
Ware  that  a  sound  mind  ought  to  be 
in  a  sound  body,  the  APA  had  to  de- 
:ide  what  to  do  with  the  lucrative 


"People  would  call  us  and  say,  'How 
could  you  run  things  like  this?'  when 
we  didn't  even  own  the  magazine.  PT 
is  finally  coming  home." 

Not  all  the  board  members  of  the 
APA  agreed,  though.  The  vote  to  buy 
PT  could  not  have  been  closer — 6  to  5. 
Among  the  nays  was  APA  Treasurer 
Raymond  Fowler,  who  thought  that 
the  projections  for  the  magazine  as- 
sumed that  "something  magical  is  go- 
ing to  happen  to  make  the  profit  line 
suddenly  start  to  go  up." 


APA  President  Max  Siegel 
No  more  'flimflam." 


tobacco  and  liquor  ads  that  compose 
ii'43%  of  current  advertising.  Max  Sie- 
gel, president  of  the  APA,  has  decided 
ito  accept  the  world  as  he  finds  it. 
ij; Cigarette  and  liquor  ads  will  stay. 
|"We  have  a  standard  of  principles," 
ijSiegel  says,  "but  we  are  not  censors." 

The  APA  will,  however,  toss  out 
jjwhat  Siegel  calls  "sleazy"  classifieds, 
:jl sexist  advertising  and  promotions  for 
mail-order  diplomas.  "None  of  that 
would  affect  our  moneymaking  pros- 
pects," he  asserts. 

The  APA  turned  up  as  a  buyer  for 
Ziff-Davis'  16-year-old  magazine  after 
a  search  that  lasted  four  years.  The 
850,000-subscriber  monthly  showed 
its  last  profit  in  1980.  It  was  on  the 
block  for  as  much  as  $24  million,  ac- 
cording to  trade  gossip,  but  sold  for 
only  about  $12  million — $3.8  million 
cash  and  $8  million  in  unfulfilled  sub- 
scription liabilities. 

Why  would  a  man  and  an  organiza- 
tion with  no  publishing  experience 
want  a  moneylosing  magazine?  "The 
APA  felt  that  we  would  like  to  have 
control  over  a  magazine  that  purports 
to  represent  psychology,"  Siegel  says. 


Siegel,  long  a  professor  of  clinical 
psychiatry  at  Brooklyn  College,  Adel- 
phi  and  now  Florida  Atlantic,  dis- 
agrees, and  thinks  the  magazine  will 
break  even  this  year.  He  dismisses 
much  of  the  past  editorial  content  as 
"flimflam."  Says  Siegel:  "We  want  to 
provide  information  and  education, 
not  entertainment,  in  the  magazine." 

In  the  fallout  of  the  controversial 
purchase,  the  publisher,  Gerald 
Hotchkiss,  was  fired.  And  because  the 
magazine  will  move  to  Washington, 
there  may  be  editorial  staff  changes, 
too.  The  magazine  may  indeed  be 
"coming  home,"  as  Siegel  claims — 
but  the  road  getting  there  may  be 
rough. — Christine  Miles 

The  racer 

Will  success  spoil  Japan?  "Without 
question,"  says  Ryoichi  Sasakawa, 
one  of  Japan's  best-known  philanthro- 
pists and  creator  of  its  continuing  mo- 
torboat  racing  craze.  "There  is  a  defi- 
nite correlation  between  economic 
wealth  and  softening  of  the  will." 
A  vigorous  84,  Sasakawa  keeps 


busy  on  behalf  of  the  19  nonprofit 
organizations  he  serves  as  chairman. 
They  range  from  the  Blue  Sea  &. 
Green  Land  Foundation,  which  runs 
shipboard  training  cruises  for  high 
school  students,  to  the  Japan  Volun- 
teer Firemen's  Association.  Mainly, 
they  are  designed  to  give  young  people 
an  alternative  to  what  Sasakawa  sees 
as  "spiritual  decay" — for  example,  the 
emergence  of  motorcycle  gangs  on 
Japanese  streets.  "I  am  very  con- 
cerned about  the  future,"  he  says. 

It  is  the  concern  of  a  man  who  has 
had  his  own  problems  with  society. 
Though  never  brought  to  trial,  Sa- 
sakawa spent  three  years  in  jail  as  a 
war  criminal  during  the  American  oc- 
cupation of  Japan.  Among  many  Japa- 
nese he  has  the  reputation  of  a  "kuro- 
maku,"  a  high-level  fixer.  The  reputa- 
tion springs  from  his  success  in 
making  gambling  on  motorboat  rac- 
ing a  legitimate  business  that  now 
accounts  for  an  annual  turnover  of 
better  than  $8  billion. 

Some  2%  or  more  of  that  take  is 
now  earmarked  for  the  Japan  Ship- 
building Industry  Foundation,  with  R. 
Sasakawa  as  chairman.  Most  of  the 
foundation's  cash  flow  has  gone  to  the 


Philanthropist  Ryoichi  Sasakawa 
Economic  growth,  spiritual  decay? 

Japanese  shipping  industry,  but  the 
pot  has  grown  so  rapidly  that  the 
foundation  has  become  a  major  donor 
to  the  U.N.  and  other  agencies  outside 
Japan.  Two  years  ago,  it  fathered  the 
U.S. -Japan  Foundation  with  a  grant  of 
$48  million. 

In  New  York  recently  to  accept  an 
award  for  financial  aid  he  has  given  to 
the  blind,  Sasakawa  saw  world  phil- 
anthropy as  one  way  for  Japan  to  re- 
capture its  soul.  "We  have  prospered 
economically,"  he  says,  "but  because 
of  that  we  are  destroying  ourselves 
spiritually."— Richard  Phalon 
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The  Seine,  from  the  Orsay  metro  station 
The  moveable  feast  goes  on. 


It  is  still  far from  cheap,  but  visiting  the  City 
of  Light  is  less  expensive  now  than  it  has 
been  for  years. 


Personal 
Affairs 


Paris-when  it 
sizzles 


By  Jean  Pierre  de  Lucovich 

Ah,  the  French.  Jean  Cocteau, 
the  author  whose  rapier  wit 
b  was  feared  by  friend  and  en- 
emy alike,  once  termed  his  country- 
men "Italians  in  a  bad  mood."  Indeed, 
that  mood  is  particularly  dark  these 
days,  as  evidenced  by  the  anti-Mitter- 
rand demonstrations  by  students  and 
workers  throughout  the  country — and 
especially  in  Paris.  But  if  the  City  of 
Light  is  on  your  business  or  vacation 
itinerary,  the  sight  of  a  demonstration 
might  easily  be  forgotten  after  figur- 
ing out  what  Mr.  Mitterrand's  eco- 
nomic policies  have  done  to  the  franc 


vis-a-vis  the  dollar. 

Consider:  Your  buck  now  fetches 
about  7.5  francs,  against  less  than  4 
only  four  years  ago.  Even  without  in- 
flation and  various  new  taxes,  Paris 
still  isn't  cheap,  of  course.  But  it  is 
less  expensive  for  Americans  than  it 
has  been  in  years. 

The  luxury  hotels  long  popular 
with  Americans  (the  Plaza  Athenee, 
the  Meurice,  the  Ritz  and  the  George  V ) 
now  run  about  $  1 50  for  a  single,  about 
$200  for  a  double.  (Note:  The  George  V 
is  now  being  snubbed  by  traditional- 
ists because  of  its  large  Arab  clien- 
tele.! But,  for  a  change,  why  not  try 
the  recently  spiffed-up  Bristol,  one  of 


Edited  by  William  G.  Flanagan 

the  best  addresses  in  town  at  the  mo- 
ment? It  features  an  excellent  restau- 
rant (two  stars  in  the  Michel  in),  swim- 
ming pool  (rare  in  Paris)  and  lovely 
suites  on  a  private  garden.  Another 
good  choice  is  the  Crillott,  where  you 
can  sleep  in  an  elegant,  antique-filled 
suite,  wake  up  and  walk  but  a  few 
steps  to  have  breakfast  on  a  terrace 
overlooking  the  Place  de  la  Concorde. 
Its  restaurant  is  now  on  a  par  with 
that  of  the  Bristol. 

The  Meurice,  ideally  situated  on  the 
Tuileries  Gardens,  attracts  some  glit- 
terati but  is  mainly  the  haunt  of  inter- 
national businessmen  these  days.  Its 
salons  are  just  as  beautiful  as  those  of 
the  Ritz.  By  the  way,  the  Espadon,  the 
restaurant  of  the  famous  palace  of  the 
Place  Vendome,  has  also  been  redone. 
It  is  very  comfortable  and  pretty,  but 
the  cuisine  is  not  up  to  that  of  the 
Bristol  and  the  Crillon.  If  you  prefer  a 
smaller  hostelry,  La  Tremoille  is  a  nice, 
intimate  hotel,  well  situated  behind 
the  Plaza  Athenee,  and  is  also  a  Trust 
Houses  Forte  property  (like  the  George 
Vand  the  Plaza),  which  allows  you  to 
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sign  the  bill  in  any  of  the  restaurants 
of  these  hotels. 

The  glitzy  new  Nova  Park  is  a  curi- 
osity that,  needless  to  say,  was  in- 
stantly detested  by  the  French.  It  is 
ostentatious  and  done  in  dubious 
taste,  but  is  extremely  comfortable.  It 
is  easdy  the  best-equipped  hotel  in 
Paris  for  businessmen.  It  has  it  all: 
telexes,  bilingual  secretaries,  confer- 
ence rooms,  round-the-clock  press  in- 
formation, complimentary  Rolls- 
Royces  and  Mercedes  reserved  for  the 
clients  of  the  hotel,  sauna, 
swimming  pool,  gym, 
bars,  night  clubs  and  .  .  . 
rich  Arabs. 

But,  if  you  want  some- 
thing a  bit  more  Parisian, 
try  the  Left  Bank.  The 
Lenox,  on  the  beautiful 
and  quiet  Rue  de  l'Univer- 
site  (a  10-minute  walk  to 
Saint  -  Germain  -  des  -  Pres) 
is  a  lovely  little  hotel  with 
a  nice  bar  and  very  reason 


weeks'  wait  if  you  want  to  have  dinner 
there  on  a  Friday  night,  four  weeks  on 
a  normal  weekday  and  one  week  for 
lunch.  Why  the  rush,  why  the  success? 
It  has  three  stars  in  the  Micbelin,  it  is 
refined  and  elegant,  and  it  is  20% 
cheaper  than  other  restaurants  in  the 
same  league.  The  owner,  Jean-Claude 
Vrinat,  looks  just  like  one  of  his  cus- 
tomers—double-breasted gray  suit, 
custom-made  shirt,  spectacles  and  all 
business.  Many  Americans  even  write 
from  home  to  make  reservations. 

An  absolute  must,  while  you  can,  is 
I'Ami Louis.  M.  Magnin,  the  owner  and 
chef,  is  84  years  old  and  looks  like  a 
French  chef  in  a  1950  musical  shot  on 
a  Hollywood  lot.  The  place  is  smoky 
and  noisy,  with  dark-painted  old 
walls,  and  the  food  is  terrific.  Foie 
gras,  lamb,  rib  of  beef,  cepes  (large 
mushrooms)    cooked    with  garlic, 


Shi  jpkeepers '  pi  x  >test 
Unrest  runs  deep. 


able  rates.  The  small 
suites  with  terraces  on  the 

top  floor  cost  $70  per  day,   

taxes  and  service  included.  Casual 
and  elegant,  the  Lenox  draws  many 
movie  and  fashion  people.  Right 
across  the  street,  Princess  Caracciolo's 
boutique  (she  works  with  Mica  Erte- 
gun in  New  York  and  Paris)  is  worth  a 
visit  if  you  are  looking  for  gifts.  Note: 
In  Paris,  more  so  than  in  any  other 
major  city  in  Europe,  the  concierge  in 
a  first-class  hotel  should  be  able  to  get 
you  anything  you  want:  seats  for  a 
sold-out  show,  reservations  in 
trendy — and  full — restaurants,  and  ta- 
bles in  members-only  clubs.  Many 
businessmen  select  hotels  because  of 
the  efficiency  of  the  concierge.  Good 
concierges  are  even  said  to  be  helpful 
to  lonely  travelers  who  hate  to  have 
dinner  alone.  (Such  company  can  also 
be  found  through  the  personal  ads  of 
the  International  Herald  Tribune,  and 
the  rates  of  these  "executive  assis- 
tants" and  other  "bilingual  secre- 
taries, excellent  presentation"  are 
$300  for  two  hours.) 

In  any  case,  you  will  definitely  need 
the  concierge  to  make  reservations  for 
you  at  any  of  the  numerous  three-, 
two-  or  even  one-star  restaurants  (or 
those  with  no  star  at  all).  Take  Taille- 
vent,  for  example.  There  is  a  six 


Student  riot  May  5 

Grim  reminders  of  1968 


young  partridge  (in  season) — you  real- 
ize quickly  that  some  very  serious 
eating  is  going  on  here.  When  M.  Mag- 
nin in  toque,  white  beard  and  clogs 
comes  out  of  his  kitchen  to  say  hello 
to  a  regular,  you  have  the  feeling  that 
Maurice  Chevalier  is  about  to  show 
up  any  minute. 

One  of  the  best  bargains  in  town  is 
the  Gourmet  des  Temes,  a  bistro  just  as 
noisy  as  I'Ami  Louis  but  with  more 
reasonable  prices.  The  menu  here  is 
typically  French:  poireaux  vinaigrette 
(leeks),  mackerel  in  white  wine,  pates 
and  fabulous  meat  (the  owner  is  also  a 
butcher). 

For  nouvelle  cuisine,  which  has  be- 
come more  or  less  classic  now,  try 
Jamin,  Guy  Savoy,  Les  Semai/fes.  I'au- 
geron,  Michel  Rostang.  And,  of  course, 
L'Archestrate,  a  place  that  won't  leave 
you.  indifferent.  The  chef,  Alain  Sen- 
derens,  one  of  the  pioneers  of  nouvelle 
cuisine,  often  comes  up  with  superb 
inventions.  It  seems  impossible  to  eat 
badly  at  L'Archestrate,  but  there  is  pre- 
tension here. 

If  food  is  not  the  only  thing,  one 
trendy  bistro  where  the  menu  is  good, 
the  mood  cheerful  and  the  crowd  fun 
to  watch  is  Chez  Marie,  popular  with 


publishers,  actors,  journalists  am 
fashion  people.  Ixi  Coupole,  in  Mont 
parnassc,  is  as  always  a  good  choio 
for  a  casual  evening,  especially  oi 
Sunday  nights.  (Although  it  is  no 
usually  done  in  Paris,  a  tip  to  th( 
maitre  d'  will  help  to  get  a  table 

Virtually  everyone  who  wants  to  bi 
seen  frequents  Brasserie  Lipp,  which  i 
now  a  monument  of  Parisian  life.  Bu 
to  get  a  table  you  have  to  confron 
owner  Roger  Cazes,  who  can  b< 
charming  and  is  probably  delighted  tc 
have  you  in  his  famous  brasserie,  bui 
who  also  wants  to  have  it  his  owt 
way:  He  will  give  you  a  downstair! 
table  whenever  he  feels  like  it.  (N( 
one  dines  on  the  second  floor.)  Keef 
smiling,  show  no  impatience,  and  h< 
will  get  to  you. 

Paris  has  suddenly  rediscoverec 
fish.  Prunier  used  to  be  the  place  foi 
poisson,  and  it  is  stil 
worth  a  visit  (its  Art  Deca 
ground  floor  dining  room 
is  outstanding),  but  many 
other  top  restaurants  now 
specialize  in  fish,  nou 
velle  cuisine  style.  Le  Ber\ 
nardin,  owned  by  brother 
and  sister  Gilbert  and 
Maggie  LeCoze,  is  one  of) 
the  best.  It  offers  suchj 
inspirations  as  hot  oysters! 
with  truffles  and  lobsten 
with  basil.  Also  on  the  top 
fish  restaurant  list  is  Le\ 
Due  in  Montparnasse,  Ber 


nardin's  most  serious  challenger. 

This  trip  to  Paris  should  be  the  time 
you  actually  visit  the  Eiffel  Tower, 
The  second-floor  restaurant,  Ixi  Belle 
Prance,  now  boasts  excellent  service 
better  than  decent  food  and  a  breath 
taking  view  of  the  city  through  tinted 
bay  windows.  No  stay  in  Paris  would 
be  entirely  satisfactory  without  a  visit 
to  Maxim 's.  This  Paris  monument  was 
bought  recently  by  Pierre  Cardin,  who 
has  plans  for  its  future.  L'lmperiale.  the 
bar  on  the  first  floor  that  used  to  serve 
as  a  predinner  watering  hole,  has  been 
redecorated  (in  Maxim's  style,  of 
course)  and  is  now  a  restaurant  where; 
one  can  have  supper  after  1 1  p.m.  ev- 
ery night  except  Sunday.  The  bar  is 
still  open  for  drinks  before  and  after 
dinner.  Wine  bars  have  finally  caught 
on  in  Paris.  They  are  half  bars,  half 
restaurants  and  specialize  in  wines 
that  can  be  ordered  by  the  bottle  or  by 
the  glass.  The  food  is  usually  good  but 
simple — country  ham,  pates,  smoked 
salmon,  salads,  cheeses.  Prices  for  the 
wines  start  at  80  cents  and  go  up  to  $5 
or  $6  a  glass.  L'Ecluse  is  one  of  the  best 
wine  bars  in  town. 

As  for  nightlife,  all  clubs  are  sup- 
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ALLIANCE 


IOTOR  TREND'S  1983  CAR  OF  THE  YEAR 

motor  Trend  experts  judged  Alliance  the  way  a  car 
Buyer  would.  On  styling  and  design,  quality,  comfort, 
[ferformance  and  dollar  value.  Which  helps  explain 
Ihy  Renault  Alliance  is  already  outselling  61  of  the 
H5  cars  built  in  America." 

A  FFORDABLE  EUROPEAN  TECHNOLOGY 

lliance  is  a  fine  European-designed  sedan  that 
[pmfortably  rides  five— for  the  price  gj 
1  a  four-passenger  econobox. 


BUILT  IN  AMERICA 

And  Alliance  is  built  in  America.  By  American 
Motors.  With  front-wheei  drive.  Fully  independent 
suspension.  Power  front  disc  brakes.  Rack  and 
pinion  steering.  Electronic  fuel  injection.  And 
outstanding  mileage.  Alliance. 
At  Renault  dealers  everywhere. 


37  E52 


EST 
HWY 


List  price  Tax,  license.  Automotive  News  Use  figures  for  comparison  Your 

destination  charges.  report  of  1 983  mileage  may  vary  with  speed,  weather, 

optional  or  regional  calendar  year  trip  length  Actual  highway 

equipment  extra.  sales  thru  April  and  CA  figures  lower 


RENAULT 

THE  ONETO  WATCH 
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posedly  private,  but  a  call  from  some- 
one you  know  in  Paris  or  from  the 
concierge  of  your  hotel  will  let  you  in. 
The  two  top  clubs  are  still  Castel's  and 
Regine's.  Castel's  is  more  casual  and  has 
two  restaurants;  Regine's  is  rather 
dressy  and  formal.  (Drinks  run  $12 
and  up.) 

New  Yorkers  shopping  in  Paris  can 
see,  in  many  windows,  the  same  but- 
ton-down shirts,  loafers  and  casual 
wear  they  saw  last  week  on  Madison 
Avenue  or  at  Bloomingdale's,  but 
with  a  serious  difference.  They  are 
50%  more  expensive.  You  may  want 
to  check  out  the  unusual,  in  a  place 
like  Hilditch  and  Key.  (It  was  founded 
by  Englishmen  in  1899  but  is  indepen- 
dent of  its  "cousin"  in  London.)  It 
features  beautiful  cashmere  sweaters 
(26  different  colors)  made  specifically 
for  the  house.  The  manager,  M.  Ber- 
toni,  will  show  you  his  exclusive 
squares  (70%  cashmere,  30%  silk), 
which,  over  the  years,  have  become 
collectors'  items,  and  extraordinary 
robes  made  in  Real  Ancient  Madder 
Silk  ($800).  Custom-made  shirts  cost 
$110.  Another  worthwhile  stop  is 
Charvet.  Old  customers  will  hardly 
recognize  their  old  Charvet.  The  shop 
has  moved  from  8  to  28  Place  Ven- 
dome  and  now  fills  a  whole  building, 
with  the  boutique  downstairs.  One 
floor  is  dedicated  to  shirts  ($100  each, 
custom-made;  20%  cheaper  ready- 
made).  It  also  has  beautiful  ties  and  a 
good  women's  department.  Lobb,  the 
bootmaker,  has  become  a  legend  in 
Paris,  where  it  has  been  established 
since  1901.  To  have  a  pair  of  shoes 
made  here  is  truly  an  experience.  But 
the  price  is,  too:  $1,000  (plus  $1 15  for 
the  boot  trees).  Your  shoes  will  be 
ready  in  12  months.  But  Lobb  has  also 
turned  to  ready-to-wear  footgear,  and 
one  can  sport  the  famous  name  now 
for  only  $170. 

While  you're  in  the  neighborhood, 
drop  by  the  Davidqff shop  on  Avenue 
Victor  Hugo  and  buy  some  marvelous 
Cuban  cigars. 

If  you  run  out  of  reading  material, 
Galignani  stocks  a  large  selection  of 
English  and  American  books,  and  any- 
thing not  in  stock  can  be  ordered.  It  has 
been  in  operation  for  over  150  years. 

Here  are  some  representative  rates 
and  costs: 


Owner  Jean-Claude  Vrinat  at  Taillevent 
A  six-week  wait  for  Friday  night. 


Princess  Caracciolo's  boutique 

The  stronger  dollar  helps,  but.  .  .  . 


A  private  terrace  of  the  Hotel  Crillon 
Drinking  in  the  City  of  Light. 


Hotels 

(Rates  should  be  checked  very  careful- 
ly. All  hotels  must,  by  law,  charge 
18.6%  tax  on  your  room  bill,  but  not 
all  of  them  quote  their  prices  with  the 
tax  included.) 

Bristol,  112  Faubourg  Saint-Honore 
75001  (266  91  45).  Single  $100,  double 
$150  (plus  taxes,  service  included). 

Crillon,  10  Place  de  la  Concorde 
75008  (296  10  81).  Single  $140,  double 
$170  (taxes  and  service  included). 

Plaza  Atheuee,  25  Avenue  Mon- 
taigne 75008  (723  78  33).  Single  $140, 
double  $150  (taxes  included,  15%  ser- 
vice additional). 

Meurice,  228  Rue  de  Rivoli  75001 
(260  38  60).  Single  $165,  double  $200 


/,  Imperiale,  the  upstairs  bar-  at  Maxim  H 
has  recently  been  redecorated 


(taxes  and  service  included). 

George  V,  31   Avenue  George  V1 
75008  (723  54  00).  Single  $140,  double 
$200  (taxes  included,   15%  service!  I 
additional). 

Ritz,  15  Place  Vendome  75001  (260 
38  30).  Single  $150,  double  $190  (taxes 
included,  15%  service  additional). 

La  Tremoille,  14  Rue  de  la  Tremoille 
75008  (723  34  20).  Single  $100,  double 
$150  (taxes  included,  15%  service! 
additional). 

Lenox,  9  Rue  de  l'Universite  75007 
(296  10  95).  Single  $40,  double  (suites) 
$70  (taxes  and  service  included). 

Nora  Park,  51  Rue  Francois  Ier 
75008  (562  63  64).  Single  $150,  double 
$180  (taxes  and  service  included). 
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Since  it  was  acquired  by  Pierre  Cardin,  Maxim's  has  regained  cachet 
!  even  for  locals.  On  Friday  nights,  it's  black  tie. 


Restaurants 

(Prices  include  wine  and  service.) 
Tail/event,  15  Rue  Lamennais  75008 
(561  12  90),  no  credit  cards,  $50  to  $60 
per  person.  L  Ami  Louis,  32  Rue  du  Ver- 
bois  75003  (887  77  48),  $60  per  person. 
\Le  Gourmet  des  Ternes,  87  Boulevard  de 
Courcelles  75008  (227  43  04),  $15  to 
$20  per  person.  Jamin,  32  Rue  de 
Longchamp  75116(727  12  27),  $50  per 
person.  Guv  Savoy,  28  Rue  Duret 
75116  (500  17  67),  $50  to  $70  per 
person.  Faugeron,  52  Rue  de  Long- 
champ  75 1 1 6  ( 704  24  53),  $45  per  per- 
son. Les  Semailles,  3  Rue  Steinlein 
75018  (606  37  05),  $45  per  person. 
Rostang,  20  Rue  Rennequin  75017 
(763  40  77),  $45  per  person.  L'Arches- 


trate,  84  Rue  de  Varenne  75007  (551 
47  33),  $70  per  person.  Chez  Marie,  25 
Rue  Servandoni  75006  (633  12  06), 
$20  per  person.  Prunier-Traktir ,  16 
Avenue  Victor  Hugo  75116  (500  89 
12),  $50  to  $60  per  person.  Le  Bemar- 
din,  18  Rue  Troyon  75017  (380  40  61), 
$45  per  person.  L'Ecluse,  15  Place  de  la 
Madeleine  75008  (265  34  69),  $16  per 
person.  Club  Princesse  (Castel's),  15  Rue 
Princesse  75006  (326  90  22);  restau- 
rant: $50  per  person;  drinks:  $12.  Re- 
gine's,  49  Rue  de  Ponthieu  75008  (359 
21  13);  restaurant:  $50  to  $60  per  per- 
son; drinks:  $12.  Chez  Vong  (Chinese), 
27  Rue  du  Colisee  75008  (359  77  12), 
$25  per  person.  La  Belle  France  (Eiffel 
Tower)  (555  20  04),  $22  per  person. 


Complimentary  limos  at  Not  a  Park  Hotel 
Glitz  aside,  businessmen  love  it. 


L'Ecluse,  a  smart  new  wine  bar 
Sampling  vintages  by  the  glass. 


Le  Bernardin,  where  meat  is  unknown 
Try  the  lobster  with  basil. 

Shopping 

/li/ditcb  and  Key,  252  Rue  de  Rivoli 
75001  (260  36  09). 

Charvet,  38  Place  Vendome  75001 
(260  30  70). 

John  Lohh  (at  Hermes),  24  Faubourg 
Saint-Honore  75008  (265  24  45). 

Bouticjue  22  (Davidoff),  22  Avenue 
Victor  Hugo  75016  (501  81  41). 

Anne  Caracciolo,  16  Rue  de  l'Uni- 
versite  75006  (261  22  22). 

Petrossian,  18  Avenue  de  la  Tour 
Maubourg  75007  (551  59  73). 

Saint  Lauretit  Rive  Gauche,  12  Place 
Saint-Sulpice  75006  (326  84  40). 

Galignani,  224  Rue  de  Rivoli  75001 
(260  76  07). 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NF.W  ISSUE  May  27, 1983 

$240,000,000 

InterNorth,  Inc. 

10K%  Exchangeable  Subordinated  Debentures  Due  2008 
Exchangeable  for  Common  Stock  of 

Mobil  Corporation 

The  Debentures  are  exchangeable  for  shares  of  Common  Stock  of  Mobil  Corporation  at  any 
time  on  and  after  the  date  of  issuance  and  prior  to  the  stated  maturity,  unless  previously  re- 
deemed, at  an  exchange  rate  of  25  shares  per  $1,000  principal  amount  of  Debentures  (the 
equivalent  of  $40  per  share),  subject  to  adjustment  in  certain  events  and  subject  to  the  Cor- 
poration's right  to  pay  cash  equal  to  the  value  of  shares  for  which  any  Debentures  are  exchanged. 


Price  100% 

plus  accrued  interest  from  June  2,  1983 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 
Blyth  Eastman  Paine  Webber  Goldman,  Sachs  &  Co. 

Incorporated 

Morgan  Stanley  &  Co.  Salomon  Brothers  Inc 

Incorporated 


The  Forbes/Wilshire  5000  Review 


—1000  ] 

Dow  Jones 
P/E:  12.8 


+  0.7 


Percent  change  in  last  two  weeks 

I    I     I    I     I    I    I     I    I    I  I 
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Then  will  it  stop?  Trading  volume  has  begun  to  pick  up 
trength.  Despite  the  increasing  activity,  however,  the 
low  stayed  virtually  flat  over  the  last  four  weeks.  With 
le  shares  of  many  mature  blue  chip  firms  already  pushed 
high  levels  and  Uncle  Sam  waiting  in  the  wings  for  his 
are  of  capital  gains,  many  investors  are  risking  some  of 
eir  newfound  profits  in  "concept"  stocks.  Low-priced 
hares,  perhaps  because  of  their  inherent  leverage,  have 
ecome  big  favorites.  Over  the  last  four  weeks  issues 
ading  below  $4  gained  18.1%,  while  their  higher-priced 
'ounterparts  advanced  4.4% .  Small  firms,  up  18.5%,  high- 
irowth  companies,  up  16.3%,  and  high  volatility  issues, 


up  14.9%,  were  also  in  vogue. 

The  major  indexes  reflect  Wall  Street's  speculative  at- 
mosphere. During  the  last  month  the  Dow  industrials 
gained  only  0.3%,  and  the  NYSE  was  up  2.3%.  NASDAQ 
and  Amex  issues,  meanwhile,  advanced  7.1%  and  9.5%, 
respectively.  The  Wilshire  index — including  almost  5,000 
securities  for  which  price  quotes  are  available — shows 
that  the  market  as  a  whole  moved  ahead  3.2%.  This 
translates  into  an  increase  in  market  value  of  more  than 
$70  billion.  And  the  P/E  of  the  Wilshire,  now  14.5,  is  at  its 
highest  level  since  Forbes  began  tracking  this  figure  late 
last  year. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

i  in  last  4  weeks 

3.2 

1.5 

0.3 

2.3 

9.5 

7.1 

in  last  52  weeks 

51.1 

46.2 

48.3 

47.5 

74.4 

74.6 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.4 

18.5 

14.9 

5.8 

12.7 

13.4 

4.7 

14.6 

16.3 

4.1 

4.4 

18.1 

in  last  52  weeks 

54.0 

140.7 

133.9 

57.0 

96.4 

144.6 

49.1 

143.9 

146.9 

58.3 

67.1 

131.3 

I  Based  on  sales. 

A  stock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
IA  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Uote:  All  data  for  periods  ending  5/26/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Emotional  rescue.  Investors  kept  betting  on  a  recovery 
by  buying  into  capital  goods,  transportation,  energy,  con- 
sumer durables  and  technology.  But  the  strength  of  the 
oils  was  even  more  impressive.  During  the  last  two  weeks 
they  advanced  2.5%.  This  gain  was  undoubtedly  support- 
ed by  Diamond  Shamrock's  tender  offer  for  Natomas.  Not 
surprisingly,  merger  speculation  also  helped  push  up  a 


number  of  other  energy  issues.  Once  again  investors  got  a 
reminder  of  the  potential  undervaluation  of  this  group— j 
especially  compared  with  the  rest  of  the  market. 

The  strongest  groups  were  capital  goods  and  technolo- 
gy. Technology  stocks  also  show  the  greatest  52-week 
gain,  87.7%,  whereas  energy  issues  lag  with  only  a  17.3%; 
advance. 


Percent  change  in  last  52  weeks  Percent  change  in  last  two  weeks 


Capital  goods 

+  50 

+25 

0 

 M  1  1  II  1  1  1 

1  1  M  1  I  1  1  1  1  J  . 

'82 

'83 

Consumer  durables 

+  50  f~ 

+  25  X 

o 

0 

 1  1 1 1 II 1 1 1 

1 1  1 1 1 1 

'82  1 

'83 

Consumer  nondurables  and  services 


+  50 


I  I  '  '  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'82 


'83 


Energy 


+  50 


+  2.5 


+  25 


Finance 

+  50   

+  2S 

0 

1  1  1  1  1  1  1  1  1  1 

1  1  1  1  |  1  1  1  1 

1 1 1 1 1 1 1 

'82 

'83 

Raw  materials 

+  50 

+  25 

^+06^ 

0 

1  |  1  1  1  1  1  1  1  1 

1  1  1  |  I  1 

i  1  1  1  1  1  1  1  1 

'82 

'83 

Technology 

+  50 

+  25  ^/ 

<> 

0 

...      1  1  1  II  II  1  1  1 

III! 

J  t  I  .J-JLL  1.1.1  M  l-. 

'82 

1  '83 

Transportation 

+  50 

+  25                     / ~" 

o 

0 

1  1  1  1  1  1  1  1  1  1  1  1 

LI  til 

.1-1  U  1 0-1  

'82 

'83 

Utilities 


+  50 


0.0 


+  25 


'  '  '  '  i  I  I  II  I  I  II  I  I  1  I  I  I  I  I  I  I  I  I  1 


'82 


'83 


W  hat  The  Analysts  Think 


Standing  by  their  guns.  It  has  been  more  than  four  choice — utilities — has  been  a  market  laggard  since  early 
weeks  since  there  has  been  a  change  in  analyst  buy/sell  March.  But  third-  and  fourth-ranked  capital  goods  and 
rankings  of  the  nine  Wilshire  sectors.  The  analysts'  top    technology  led  the  market  during  the  last  two  weeks. 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.56 


2.64 


2.72 


-1—1  I  l_J_ 


J  I  I  L 


AMIJ     ASONDJ  FMAM 


Rank 

Sector 

Current 
opinion 

Rank 
2  weeks  ago 

Rank 
4  weeks  ago 

1 

Utilities 

2.63 

1 

1 

2 

Energy 

2.73 

2 

2 

3 

Capital  Goods 

2.78 

3 

4 

4 

Technology 

2.79 

4 

3 

5 

Raw  materials 

2.79 

5 

5 

6 

Finance 

2.82 

6 

6 

7 

Transportation 

2.86 

7 

7 

8 

Consnmer  nondurables 

2.87 

8 

8 

9 

Consumer  durables 

2.92 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy]  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  5/26/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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You  don't  need  a  computer  to  decide  what  kinds  of  people  want  to 
buy  a  computer.  They're  people  with  a  penchant  for  knowing  more  and  a 
desire  to  get  things  done.  The  kinds  of  people  who  read  The  New  Yorker. 
Which  helps  explain  why  so  many  computer  manufacturers  number 
The  New  Yorker  among  their  most  effective  advertising  calculations. 
Yes,  The  New  Yorker.  ^g^^fll 


Statistical  Spotlight 


Take  a  struggling  firm,  dilute  future  earn- 
ings by  offering  millions  of  new  shares,  and 
what  happens?  The  stock  shoots  upward. 


Do  you  believe 
in  magic? 


By  Paul  Bornstein 


On  Feb.  25,  Chrysler  registered 
an  offering  of  10  million  new 
shares  and  the  market  didn't 
even  flinch.  On  the  contrary,  Chrysler 
stock  went  from  147/x  the  day  after 
registration  to  165/s  on  the  offering 
date.  Not  only  that,  the  demand  was  so 
great  that  the  firm  unloaded  26  million 
rather  than  the  10  million  shares  origi- 
nally announced.  Four  weeks  later 
Chrysler  was  up  almost  55%. 

American  Motors  turned  the  same 
trick.  An  enlarged  offering  on  Apr.  12 
was  quickly  sold  out  at  5%.  AMC's 


total  offering  diluted  the  stock  by 
44%  and  The  Street  doesn't  expect 
the  company  to  return  to  profitability 
until  1985.  Despite  that  fact,  four 
weeks  later  the  stock  was  ahead  al- 
most 79%. 

Traditionally,  mere  word  of  a  large 
new  equity  financing  is  enough  to  de- 
press a  stock  (the  new  supply  over- 
hangs the  market),  even  though  the 
proceeds  from  the  offering  are  often 
used  to  pay  off  debt  or  finance  new 
projects.  But  in  this  emotion-filled 
bull  market,  tradition — bearish  tradi- 
tion, anyway — doesn't  hold. 

Forbes  found  57  companies  that 


used  public  offerings  in  March  o: 
April  to  increase  their  shares  out! 
standing  by  10%  or  more.  The  first 
group  in  the  table  below  shows  te: 
firms  with  the  greatest  upwan 
movement  four  weeks  after  the  offerl 
ing  date. 

Altogether,  about  half  of  the  5^ 
were  at  higher  prices  on  offering  dayUi 
than  they  were  on  the  day  they  regis! 
tered  their  new  issue  (roughly  when  it| 
becomes  public  knowledge).  It  is  truef 
that  many  did  fall  briefly  the  nexfl 
market  day,  but  the  majority  quickly 
recovered  from  there.  Seventeen  actuH 
ally  rose  the  next  day  on  the  news. 

The  second  group  shows  how 
strong  even  the  stocks  that  did  de- 
cline were  after  the  offering.  The  topi 
five  gainers  are  listed. 

The   last   column   in   the  table, 
"Movement  relative  to  S&P's  500, 'M 
relates  stock  price  to  market  from  the! 
day  after  registration  to  four  weeks 
after  the  offering.  You  can  see  howl 
enthusiastically   investors  received 
the  news  that  big,  fresh  supplies  ofl 
shares  were  around.  Health  services! 
firm  Comprehensive  Care,  the  champ  I 
in  this  category,  outperformed  the 
S&P's  500  by  an  18.5-to-l  margin. 

With  this  kind  of  frenzy  in  the  sec-l 
ondary-issue  marketplace,  it  is  not 
hard  to  see  why  more  and  more  firms 
are  jumping  in.  Would  cash-hungry 
Ford  be  far  behind  AMC  or  Chrysler  if 
you  were  in  charge?  ■ 


Another  bull  story 

Of  the  15  stocks  below,  14  were  in  such  demand     offerings.  The  average  relative  gain  was  5.4-to-l.  Note 

that  they  outperformed  the  S&P's  500 

by  a 

wide    that  the  first  10  issues  even  showed  gains  from  the  day 

margin  despite 

significant  dilution  from 

new  equity     after  registration  to  the  day  of  the  public  offering. 

Group  I 

 Common  stock 

price  

%  change 

Movement 

4  weeks 

from 

Shares 

Existent 

relative 

 Date  common — 

-    day  after 

at 

after 

offering 

offered 

stock 

to 

Company 

Business 

registered 

offered 

registration 

offering 

offering 

date 

(thousands) 

dilution 

S&P's  500' 

American  Motors 

automotive 

3/23 

4/12 

5% 

57/8 

10  % 

78.7% 

24,785 

44% 

9.5 

Chrysler 

automotive 

2/25 

3/29 

147/s 

16V* 

25% 

54.9 

26,000 

33 

7.9 

Applied  Materials 

semicond  equip 

3/31 

4/8 

29% 

30% 

39% 

31.4 

560 

10 

3.8 

North  Atl  Inds 

electronics 

3/21 

4/12 

12% 

14 

17% 

27.7 

375 

21 

4.4 

Airborne  Freight 

freight  forwarding 

3/31 

4/15 

19% 

20% 

25% 

25.5 

900 

19 

3.4 

Dayton  Malleable  metal  casting 

3/28 

4/21 

24 

26% 

32% 

24.8 

1,300 

67 

5.3 

Telesphere  Intl 

hotel  phone  acct  sys 

3/31 

4/20 

LSVs 

15% 

19'/2 

23.8 

2,000 

26 

4.1 

Orion  Pictures 

entertainment 

2/9 

3/31 

18% 

19'/2 

24 

23.1 

2,000 

29 

3.0 

Standard  Logic 

computer  equip 

2/7 

3/24 

4% 

5 

6¥s 

22.5 

1,250 

36 

3.9 

Genetic  Systems 

medical  research 

3/11 

4/7 

9% 

9% 

12 

21.5 

2,220 

16 

2.6 

Group  II 

Manage  Sci  Am 

computer  software 

3/30 

4/14 

23 

21 

29% 

41.7 

2,500 

18 

4.0 

CompCare 

health  care  svcs 

4/15 

4/21 

29 

28 

36% 

30.4 

1,300 

13 

18.5 

UTL 

electronics 

3/31 

4/20 

37 

33  % 

43% 

29.1 

450 

24 

2.4 

Lockheed 

aerospace 

3/18 

3/23 

97'/2 

95 

116% 

22.6 

3,000 

17 

3.1 

Possis  Corp 

machinery 

3/7 

4/19 

11% 

8% 

10% 

20.0 

275 

20 

neg 

'Stock  movement  from  day  after  registration  date  to  four  weeks  after  offering  date,  relative  to  performance  of  t 

ie  S&P's  500 

neg  negative. 

Source 

s  Wilsbire  Associates  Standard  &  Poor's,  Forbes 
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The  Funds 


wu  heard  it  right.  Today  they're  gossiping 
Vbout  mutual  funds  at  cocktail  parties. 


Suddenly 

sexy 


By  Barbara  Rudolph 


W  t's  a  perpetual  problem  for  mu- 
I  tual  fund  marketers:  how  to  at- 
■i  tract  richer,  more  sophisticated 
Investors.  "Funds  were  always  the 
most  sexless  things  around,"  says 
jlitan  Lipstadt,  a  Massachusetts  mon- 
ijiy  manager.  "People  like  to  talk  about 
ttock  options  and  futures,  how  Gen- 
Antech  went  from  2  to  50.  There 
Isn't  much  excitement  associated 
Jvith  mutual  funds." 
I  Well,  there  is  now.  Money  is 
pouring  in,  and  not  just  from  the 
widows  and  orphans.  The  average 
hecount  balance  in  non-money- 
jnarkct  funds  was  $9,382  at  the  end 
If  last  year,  according  to  the  In- 
vestment Company  Institute, 
irhat's  only  a  22%  increase  over 
[1981,  but  the  bare  figure  tells  only 
li  part  of  the  story. 
I  After  all,  the  industry  got  a  bun- 
pie  of  new  IRA  accounts  and,  since 
initial  investments  there  cannot 
Ixceed  $2,000,  this  throws  the  av- 
erage off.  At  Vanguard  Fund, 
Chairman  Jack  Bogle  estimates 
:hat  bigger  investors,  those  with  ac- 
counts of  $25,000  and  above,  current- 
ly represent  about  50%  of  all  nonin- 
Ititutional  stock  fund  shareholders, 
lust  a  year  earlier  that  figure  was  only 
about  30%. 

What  is  behind  the  more  substan- 
tial investor's  change  of  heart? 
["Funds  are  more  socially  acceptable 
now,  even  glamorous,"  says  Vic 
(Kramer,  head  of  retail  marketing  for 
Fidelity.  That's  hardly  a  dispassionate 
observation,  but  it  may  be  true.  One 
p-eason:  Outstanding  performers,  such 
las  Fidelity's  Magellan  Fund,  have  giv- 
en the  industry  its  own  luster.  Magel- 


lan's customer  base,  in  fact,  suggests 
that  richer  individuals  arc  particular- 
ly hungry  for  aggressive  growth  stock 
funds.  In  mid- 1982,  Magellan  had 
40,000  shareholders,  with  an  average 
account  of  $5,000.  Now  there  are 
173,000  investors,  with  the  average 
non-IRA  account  at  $10,200. 

Marketers  haven't  done  anything 
special  to  attract  wealthier  sharehold- 


ers— and  they  may  not  need  to.  To- 
day's promotion  budgets  are  fat,  and 
awareness  of  the  industry  is  usually 
high.  Vanguard  Fund  is  selling  shares 
in  supermarkets,  and  Fidelity  is  ex- 
perimenting with  airport  kiosks. 
"That  catches  everyone's  eye,  and 
rich  guys  fly  planes  too,"  says  Fidel- 
ity's Kramer. 

Like  a  lot  of  folks  now  moving  into 
the  stock  market,  many  equity  fund 
investors  got  used  to  mutual  funds  as 
money  market  investors;  the  money 
market  funds  had  a  more  sophisti- 
cated image  than  the  equity  funds. 
These    shareholders    may    well  be 


wealthier  than  their  mutual  fund 
counterparts.  After  all,  the  average 
money  fund  balance  is  $15,000,  well 
above  the  equity  fund  figure.  Thus  the 
industry  can  promote  directly  to 
thousands  of  potential  investors  who 
might  never  before  have  considered 
its  products. 

There's  a  by-product  of  this  trend 
that's  good  for  everyone.  As  average 
account  size  increases,  shareholders 
benefit  financially.  That's  because 
they  pay  all  expenses,  and  it  costs 
about  $20  annually  to  service  a  typi- 
cal account — whether  it  holds  $2,000 
or  $200,000. 

The  richest  customers,  of  course, 
are  institutional,  not  individual. 
Funds  traditionally  handle  only  10% 
of  the  money  in  small  pension  plans — 
accounts  of  between  $5  million  and 
$10  million.  One  reason  that  share 
didn't  grow  is  that  pension  managers 
traditionally  avoided  funds  "because 
they  had  an  ego  thing  about  browbeat- 
ing portfolio  managers  on  a  quarterly 
basis,"  explains  Nashville  investment 
consultant  Steven  Gregory. 

Now  even  that  may  be  changing. 
The  ICI  estimates  that  non-money- 
market  funds  hold  $4.9  billion  in  pen- 
sion and  profit-sharing  money,  not 
including  IRA  and  Keogh  accounts. 
That's  a  gain  of  $1.5  billion  over 
the  past  year.  "Today  institutional 
investors  will  forego  some  hand- 
holding  in  order  to  get  better  per- 
formance," says  Catherine  Hig- 
gins,  president  of  Buck  Pension 
Fund  Services,  Inc. 

Small  shareholders,  however, 
have  reason  to  worry  if  pension 
funds  become  too  big  a  factor  in 
the  fund  industry.  "Part  of  the  rea- 
son that  mutual  funds  have  per- 
formed better  than  bank  pooled 
funds  is  that  mutual  fund  manag- 
ers don't  have  to  spend  as  much 
time  on  client  relationships.  They 
have  an  unencumbered  environ- 
ment and  arc  able  to  focus  their  ener- 
gies on  investing,"  says  Edgar  Barks- 
dale,  a  partner  at  Connecticut-based 
pension  consultants  Rogers,  Casey  & 
Barksdale. 

These  days,  of  course,  fund  manag- 
ers seem  only  to  want  bigger  and  big- 
ger accounts.  But  some  people  have  a 
nagging  worry.  "I  sec  all  these  ads 
touting  our  recent  performance,  and  I 
think  they  must  be  creating  false  ex- 
pectations," says  Vanguard's  Bogle. 
The  danger  is  that,  when  the  bull  mar- 
ket falters,  the  industry's  rich  new 
investors  might  leave  just  as  quickly 
as  they  arrived.  ■ 
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You  are  not  a  wealthy  developer,  a  Wall 
Street  whizbang  or  a  large  institutional 
investor.  Can  ordinary)  investors  throw  out 
managements? 


Shoot-out  at 
Rorer  Gulch 


hired  Oppcnhcimcr  to  find  a  buyer. 
Eckman  says  he  began  hearing  of  it 
last  spring,  but  the  group  didn't  go 
public  until  November,  when  it  filed 
13D  forms  with  the  SEC.  Rorer  re- 
tained Wachtcll  Lipton,  a  well-known 
New  York  law  firm  specializing  in 
takeovers,  and  promptly  took  the 
group  to  court. 

Eckman,  however,  is  no  Jesse 
Werner,  the  apparent  loser  in  GAF's 
noisy  proxy  fight,  who  had  richly 
feathered  his  nest  while  letting  his 
company   run   downhill.  Eckman's 


By  Jean  A.  Briggs 


John  Eckman,  63,  chairman  and 
CEO  of  $400  million  (sales) 
Rorer  Group,  is  testy  these  days. 
With  good  reason:  Oppenheimer  & 
Co.  is  trying  to  sell  his  pharmaceuti- 
cal company,  not  only  without  his 
permission  but  against  his  will. 

No  proxy  contest  for  control  of 
Rorer  has  surfaced — yet — as  at  GAF, 
Trans  World  Corp.  and  Louisiana 
Land.  But  a  group  of  shareholders  who 
own  over  13%  of  the  company  have 


contract  is  modest  by  comparisoi 
with  Werner's.  His  annual  salary,  fo 
example,  is  $300,000,  compared  wit! 
Werner's  $500,000.  His  company' 
record,  unlike  GAF's,  is  not  just  re 
spectable  but  superior.  Return  on  eq 
uity  has  averaged  22%  over  five  years 
compared  with  20%  for  the  pharma 
ceutical  industry  as  a  whole.  Sale 
have  grown  15%  a  year,  on  average 
since  the  company  divested  itself  o 
its  Amchcm  division  in  1977.  True 
earnings  are  still  below  their  198(1 
peak  of  $1.90  per  share  and  probably 
will  be  again  this  year,  but  Eckma 
has  good  explanations — foreign  cur 
rency  translations,  the  packaging  cri 
sis  following  the  Tylenol  deaths,  in 
creased  R&.D  spending. 

So  what's  with  the  dissident  share 
holders?  Greed  for  a  takeover  premi 
um,  most  likely.  The  stock  has  beerj 
hitting  new  highs  recently,  but  it  ha 
normally  traded  in  a  fairly  narrow 
range  between  the  high  teens  and  thfi 
mid-20s.  "I  should  have  used  it  as  a 
trading  stock,  not  as  a  growth  stock,' 
grouses  one  owner.  The  company  haa 
been  a  perennial  takeover  candidate, 
as  Eckman  says,  "for  obvious  reasons. 
We  come  up  on  every  investment 
banker's  screen — we  are  in  the  health 
care  industry,  we  have  a  clean  balance 
sheet,  and  we're  small  enough  to  be 
affordable." 


'5'  v 
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John  Eckman  of  the  Rorer  Group 

A  knack  for  acquiring  and  fending  off  would-be  acquirers. 
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Is  the  future  of  Turkey 
any  of  your  business? 


If  so,  you  should  know  about  an 
opportunity  to  enhance  your  prospects 
for  doing  business  in  this  revitalized  and 
strategically  important  nation. 

On  September  11-13, 1983,  a  select 
group  of  international  businessmen, 
bankers  and  investors  will  meet  in  Istan- 
bul to  confer  with  key  Turkish  govern- 
ment officials.  They  will  receive  a 
thorough  briefing  on  new  opportunities 
developing  in  Turkey  and  discuss  the 
roles  their  companies  can  play  in  the 
country's  economic  future. 

The  occasion?  The  Turkey  Forum: 
Opportunities  for  Trade  and  Invest- 
ment. This  meeting  is  sponsored  by  the 
government  of  Turkey  and  Institutional 
Investor,  Inc.,  publisher  of  Institutional 
Investor  magazine  and  organizer  of 
numerous  conferences  and  seminars  for 
the  global  financial  community. 

This  forum  provides  a  significant 
opportunity  for  one  of  your  com- 
pany's senior  executives  to... 

•  meet  personally  with  top  Turkish 
ministers  and  officials  who  control 
foreign  business  activities  in  their 
country; 

•  hear  firsthand  the  government's 


views  on  Turkey's  financial  and  po- 
litical conditions,  current  borrow- 
ing and  debt  management  plans; 
•  find  out  which  industries  Turkey 
has  targeted  as  growth  areas,  what 
incentives  and  credit  programs 
exist  for  foreign  investors  and  what 
are  the  best  ways  to  enter  the  Turk- 
ish market. 

Turkish  officials  participating  at 
the  forum  will  include  the  following: 
His  Excellency  Sermet  R.  Pasin,  Minis- 
ter of  State;  His  Excellency  Dr.  Ilhan 
Oztrak, Minister  of  State;  His  Excellency 
Adnan  Baser  Kafaoglu,  Minister  of 
Finance;  His  Excellency  Mehmet 
Turgut,  Minister  of  Industries  and  Tech- 
nology; Tevfik  Altinok,  Secretary  Gen- 
eral of  the  Treasury;  Osman  Siklar, 
Governor  of  the  Central  Hank  of'lurkey; 
I  lusnu  Dogan,  Head  of  the  Foreign 
Investment  Department. 

Several  noted  international  experts 
will  also  address  the  forum,  including 
Alexander  M.  Haig,  former  U.S.  Secre- 
tary of  State. 

There  is  no  registration  fee  for  The 
Turkey  Forum.  However,  attendance 
will  be  limited  to  100  business  and 


financial  executives  in  order  to  assure 
the  most  productive  exchange  of  ideas 
and  information.  So  a  prompt  response 
will  be  important  to  secure  your  invita- 
tion. 

Turkey's  dramatic  economic  turn- 
around has  been  a  first  step  in  the 
government's  far-reaching  plan  to  forge 
a  future  of  industrial  and  trade  leader- 
ship in  Europe  and  the  Middle  East.  The 
Turkey  Forum  will  enable  your  company 
to  see  that  future  more  clearly. 

And,  at  the  same  time,  you  can  take 
some  steps  to  help  build  your  own 
future  in  Turkey  as  well. 

■Institutional 
Investor 

For  more  information  about  how  your 
company  can  participate  in  The  Turkey 
Forum:  Opportunities  for  Trade  and 
Investment,  contact:  M.  Van  Gelder, 
Managing  Director:  'The  Turkey  Forum, 
Institutional  Investor,  488  Madison  Ave., 
New  York,  N.Y.  10022,  (212)  832-8888, 
Telex:  IISI  234988  (KCA),  INSINV 
428162  (ITT),  INSINVI  66385  (Will) 
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Investment  bankers  aren't  the  only 
ones  who  talk  takeover.  Eckman  says 
that  in  every  year  of  the  past  20  at 
least  one  company  has  approached 
him  about  acquiring  Rorer.  In  fact,  he 
says,  every  major  pharmaceutical  and 
chemical  company  in  the  U.S.  and  a 
good  many  in  Europe  have  coveted 
Rorer.  They  all  like  what  Rorer  could 
do  for  them.  But  what  could  they  do 
for  Rorer?  Management  argues — and 
with  logic — that  there  is  no  compel- 
ling reason  to  sell  a  company  that  is 
doing  that  well  on  its  own. 

Some  dissident  stockholders,  how- 
ever, complain  that  Eckman  turns 
away  potential  buyers  before  they  can 
make  proposals.  They  say  that  22% 
on  equity  and  a  15%  growth  rate 
aren't  enough  for  a  company  like  this, 
that  its  potential  is  greater.  Their  atti- 
tude toward  Eckman  is  kind  of  "What 
has  he  done  for  us  lately?" 

When  Eckman  came  to  Rorer  20 
years  ago,  it  was  a  one-product  com- 
pany. Maalox,  developed  by  Gerald 
and  Herbert  Rorer,  sons  of  the 
founder,  was  a  wild  success.  But  what 
else  could  the  company  do?  Eckman 
began  diversifying.  His  goal,  which  he 
believes  he  has  achieved,  was  to  keep 
Maalox  growing  while  reducing  its 
percentage  of  total  revenues. 

So  he  made  acquisitions — usually  of 
small,  privately  held  companies  and 
almost  always  for  stock.  The  most 
recent  was  Kremers-Urban  Co.,  a  $25 
million  purchase  for  stock  that  puts 
Rorer  into  the  cardiovascular  drug 
business.  The  Rorer  stockholders  who 
have  hired  Oppenheimer  are  nearly  all 
people  who  got  their  stock  in  acquisi- 
tions. Now  they  complain  that  the 
company  looks  good  just  because  of 
the  constant  stream  of  acquisitions. 

Who  are  these  dissidents?  They  are 
not  odd-lotters  or  total  outsiders,  but 
neither  are  they  really  major  owners. 
One  is  George  Behrakis,  one  of  the 
founders  of  Dooner  Laboratories, 
which  makes  drugs  for  treating  asth- 
ma and  which  Rorer  acquired  in  1977. 
"Our  product  was  number  one  in  the 
market  when  we  sold  out,  but  it's 
been  surpassed  by  Key  Pharmaceuti- 
cals' product,"  he  says.  "Rorer  should 
be  a  $600  million  company  by  now" — 
50%  larger  than  in  fact  it  is. 

Behrakis,  who  now  owns  a  small 
company  called  Muro  Pharmaceuti- 
cal, believes  marketing  is  Rorer's  key 
problem.  Rorer  sells  its  pharmaceuti- 
cals with  a  sales  force  of  400  so-called 
detail  men,  who  convince  doctors  to 
prescribe  Rorer  products.  But  some 
Rorer  products,  notably  Maalox,  are 
sold  without  prescription  over  the 
counter.  "The  sales  force  is  small  rela- 
tive to  the  competition,"  says  Behra- 


kis, "and  it's  trying  to  do  two  different 
things.  Some  companies,  such  as 
McNeil  [owned  by  Johnson  &  John- 
son], are  split  into  two  different  mar- 
keting efforts,  one  for  doctors  and  one 
for  consumers." 

The  question  now  is  not  who's  right 
but  how  much  leverage  the  dissidents 
have.  Probably,  not  much. 

For  instance,  management,  new 
contracts,  in  hand,  sought  and  re- 
ceived shareholder  approval  for  a  66% 
increase  in  authorized  shares.  Eck- 
man denies  he  had  any  specific  pur- 
pose in  mind,  but  new  shares  certain- 
ly could  be  useful  in  a  takeover  battle. 
They  could  be  issued  to  make  a 
counter  offer  for  any  would-be  acquir- 
er, for  example,  or  to  make  an  acquisi- 
tion large  enough  to  move  the  com- 


pany out  of  target  range. 

Eckman  and  five  other  Rorer  execu- 
tives have  also  signed  contracts  guar- 
anteeing their  current  salaries  and 
benefits  for  three  years  if  30%  of  the 
company  passes  into  hostile  hands. 

Management,  as  usual,  has  most  of  I 
the  cards.  It  even  has  the  bull  market 
going  for  it.  With  Rorer  stock  hitting 
new  highs,  potential  acquirers  may 
lose  interest,  and  the  bitterest  share- 
holders may  sell  out. 

But  if  the  insurgents  don't  have  a 
strong  case  or  a  strong  hand,  they  do 
have  the  tide  running  with  them.  As 
the  Superior  Oil,  TWA  and  GAF  cases 
clearly  show,  corporate  managements 
can  no  longer  sneer  at  stockholder 
complaints  and  count  on  mass  passiv- 
ity to  keep  them  in  power.  ■ 


The  Money  Men 


Who  pays  big  for  wonder  stocks?  The  same 
people  who  wouldn't  touch  them  when 
they  were  cheap,  says  Mark  Boyar. 


He'll  take 
the  low  road 


ing  out,  but  chances  are  he  will  not 
outlive  Boyar. 

This  logic  is  disarmingly  straight- 
forward: Figure  out  what  a  business 
would  be  worth  to  an,,  acquirer. 
"That's  the  way  investors  should  look 
at  any  stock.  Buy  only  if  you  feel 
comfortable  owning  100%  of  the 
company  at  that  price,"  says  Boyar, 
echoing  thoughts  of  such  smart  inves- 
tors as  Warren  Buffett  and  the  late 
Benjamin  Graham.  There's  no  secret, 
then,  to  focusing  on  theoretical  break- 
up values.  But  with  all  the  panting 
after  quarterly  earnings,  few  people 
have  the  discipline  to  do  it. 

Wall  Street,  in  short,  likes  hot 
stocks:  the  Wal-Marts,  at  35  times 
earnings;  the  Digital  Switches,  at  90 
times;  and  takeover  candidates  only  if 
the  tender  offer  is  coming  next  week. 
Boyar's  tips,  by  contrast,  are  luke- 
warm at  best  and  take  years  to  ma- 
ture. "Most  investors  don't  have  the 
patience,"  he  says. 


By  William  Baldwin 


Beneficial  Standard  Corp.  is  a 
stodgy  insurance  company 
with  falling  earnings  and  a  me- 
diocre return  on  assets.  So  why  does 
Mark  Boyar  put  it  on  the  recommend- 
ed list  of  his  investment  newsletter? 
One  of  the  favorable  indicators,  says 
the  40-year-old  Boyar,  is  that  Benefi- 
cial's  founder  and  controlling  stock- 
holder is  93. 

Seems  like  an  odd  way  to  approach 
security  analysis.  Boyar  is  interested 
not  in  Beneficial 's  return  on  assets  but 
in  the  assets  themselves:  a  life  insur- 
ance company  that  could  probably  be 
sold  for  a  premium  over  book  value, 
plus  a  collection  of  real  estate  on  the 
books  for  a  nominal  sum  but  worth 
perhaps  $20  per  Beneficial  share.  Bo- 
yar says  the  company  would  bring 
more  than  twice  its  present  $25-a- 
share  market  price  in  a  merger.  The 
founder  shows  no  interest  in  ever  sell- 
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The  Money  Men 


Most  investors  can't  afford  Boyar's 
Asset  Analysts  /-'oats  newsletter,  either. 
It  has  a  circulation  of  112,  and  for  a 
subscription  he  asks  $16,000  a  year  in 
brokerage  commissions.  Boyar  makes 
his  money  by  clearing  the  trades 
through  other  Wall  Street  houses  at  a 
discount. 

All  this  comes  naturally.  Boyar 
graduated  from  C.W.  Post  College, 
quit  law  school  to  be  a  stock  analyst 
and  left  a  now-defunct  securities  firm 
to  start  his  business  in  January  1975. 
The  market  was  depressed  then  and 
Wall  Street  jobs  scarce,  but  bargains  of 
the  sort  Boyar  hunts  for  abounded. 
These  days  Boyar  won't  talk  about  his 
income,  which  also  includes  fees  for 
$25  million  he  has  recently  taken  un- 
der management.  Boyar,  however,  ap- 
pears to  be  taking  in  close  to  $1  mil- 
lion a  year,  after  clearing  costs  but 
before  salaries  for  seven  assistants 
and  rent  on  sparsely  furnished  Man- 
hattan offices. 

How  are  the  clients  faring?  Of  the 
147  companies  Boyar  has  touted  since 


1975,  at  least  42  have  been  the  subject 
of  liquidations  or  tender  offers.  Put- 
ting a  performance  number  on  a  sub- 
scription service  is  not  easy,  but  a 
random  sample  by  Forbes  of  the  rec- 
ommendations shows  an  average  23% 
compound  annual  gain  during  the 
time  they  were  on  Boyar's  hst.  The 
average,  moreover,  excludes  one 
lucky  item  that  would  have  distorted 
the  sample:  Western  Publishing, 
which  climbed  46%  because  of  a 
tender  offer  two  months  after  Boyar 
mentioned  it. 

Not  surprisingly  for  an  analyst  who 
once  covered  real  estate  and  is  preoc- 
cupied with  liquidation  values,  Boyar 
turns  up  a  lot  of  hidden-asset  plays. 
Among  them:  Perini,  the  construc- 
tion company,  has  ten  blocks  of 
downtown  San  Francisco  and  1,400 
acres  in  Palm  Beach  (Fla.)  County. 
Cone  Mills  has  a  lot  of  cloth  sitting 
around,  especially  if  you  add  in  the 
LIFO  reserve  (a  component  of  inven- 
tory that  shows  up  in  the  footnotes). 
Bear  Creek,  the  Harry  &  David  fruit- 
basket  outfit,  has  a  juicy  mailing  list. 
MEM  Co.  has  the  English  Leather  de- 
odorant trademark  and  a  load  of  liquid 


Analyst  Mark  Boyar 

Finding  bargains  in  fruit  baskets  and  windshield-wiper  blades. 


assets.  Trico  has  a  firm  grip  on  tH 
replacement- windshield- wiper-blade 
market,  and  a  portfolio  of  auto  stock 
on  the  side. 

Boyar  looks  at  earning  power,  to( 
but  rarely  by  inspecting  the  bottor 
line.  "Cash  flow  is  more  important  t 
us  than  earnings  per  share,"  he  says 
"A  lot  of  companies  don't  give  a  dam: 
about  earnings.  Take  Wrather  Cor{ 
His  [Chairman  J.D.  Wrather  }r.'s]  stat 
ed  philosophy  is,  'I  want  to  build  u 
an  asset-rich  company.'  One  day  h 
will  sell  out." 

Boyar  ticks  off  Wrather's  asset" 
which  include  the  Disneyland  hotel 
rights  to  reruns  of  Lassie  and  The  Lon 
Ranger,  oil  and  gas  wells,  and  rea 
estate  near  Los  Angeles  that  house 
some  peculiar  tourist  attractions 
such  as  Howard  Hughes'  flying  boat 
the  Spruce  Goose.  Reported  earning; 
are  miserable  because  of  large  intcres 
outlays;  Wrather  has  borrowei 
against  cash-generating  properties 
finance  new  projects  that  aren't  ye 
profitable.  Boyar,  valuing  each  piec< 
separately,  says  Wrather  is  worth  $7( 
a  share,  vs.  its  $33.50  price  on  th< 
American  Exchange. 

Most  of  Boyar's  ideas  hit  him  as  h^ 
plods  through  10K  financial  state 
ments  from  several  thousand  publitj 
companies.  But  not  always.  He  addeo 
Tiffany  to  his  list  after  walking  by  it: 
impressive  New  York  show  windows 
and  it  was  taken  over  by  Avon — aftel 
protestations  from  the  Tiffany  chair 
man  that  he  would  never  sell  out.  A 
gradeschool  son  put  Boyar  onto  Scho 
lastic  Inc.,  which  has  magazines  and  a 
nearly  proprietary  school  distribution 
network  (see  Faces  Behind  the  Figures 
p.  146) 

What  to  do  if  you  don't  generate 
$16,000  in  brokerage  commissions 
and  don't  have  the  time  to  read  5,000 
annual  reports?  Simply  apply  com- 
mon sense  before  buying  3.  stock  just 
because  it  is  hot.  Acquirers  do  some 
times  pick  up  technology  companies 
but  rarely  do  they  pay  90  times  earn 
ings  and  never  do  they  ascribe  any 
value  to  stock  price  momentum. 

Look,  for  example,  at  the  market's1 
irrational  treatment  of  Data  General: 
Boyar  put  it  on  his  list  last  year  when) 
it  was  trading  for  $6  over  its  $28-a 
share  net  working  capital.  At  that 
price,  he  figured,  an  acquirer  could1 
have  had  the  computer  business  alone 
for  almost  nothing.  The  stock  none 
theless  fell  to  the  low  20s.  The  final 
chapter:  Boyar  takes  Data  General  of] 
his  list  after  it  hits  $67  in  the  current 
stock  wave.  "I  don't  know  who  is 
paying  $67  for  it,"  he  says.  "Probably 
the  same  people  who  wouldn't  buy  it 
at  $24."  ■ 
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MONSIER  STUDIOS  PRESENTS 


BUNNY  LUGOSI 

IN 

\  HARE-RAISING  TALE  OF  TERROR,  TYRANNY  AND  TIGHT-FISTEDNESS 

LOOD  MONEY 


FOR  VIRTUALLY  THE  SAME  READER: 


ILAYBOY  COSTS 


$59,318 


i'ENTHOUSE  COSTS 


$36,960 


OU  SAVE 


he  only  difference  between  Penthouse  and  Playboy  is 
irice!  For  Playboy  you  pay  $22,358  extra.  That  includes  a 
}5393  charge  for  bleed. . .that's  blood  money.  Time, 
Newsweek  and  Sports  Illustrated  also  charge  for  bleed... 
iiat's  blood  money  too!  Penthouse  doesn't  have  any  bleed 
'harge. 

jj.sk  your  Playboy  rep  (or  any  rep)  to  show  you  his  printer's 
jivoice  for  "bleed."  Since  you've  been  paying  all  the  bills 
111  along,  you  have  a  right  to  see.  Chances  are,  however, 
'!iat  you're  wasting  your  time. ..chances  are  the  printer 
joesn't  even  charge  for  bleed. ..and  never  has! 

'l/hat  does  that  tell  you? 

322,358  is  a  lot  of  lettuce  to  pay  for  a  media  myth  and 
322,358  is  exactly  how  much  more  advertisers  are  spend- 
ing for  a  page  in  Playboy.  That's  a  tough  way  to  treat  a 
ilient,  especially  in  a  shaky  economy.  Paying  nearly  two- 
pirds  more  for  virtually  the  same  reader  (see  comparison 
(hart). 


But  Bunny  Lugosi  has  long  been  engaged  in  these  dark  and 
spine-chilling  practices. ..it's  called  "bleeding,"  as  in 
"bleeding  the  client."  Bleed  charges  could  make  a 
lot  of  difference  to  Bunny's  survival. 


$22,358    What  about  yours? 


COMPARISON  CHART: 


MEN  18-34 

PENTHOUSE 

PLAYBOY 

MEN  18-34 

66.8% 

62.3% 

HHI  $25,000  + 

38.7 

36.0 

HHI  $35,000  + 

20.3 

18.6 

PROF'L/MANAGERIAL 

13.5 

12.8 

ATT/GRADUATED  COLLEGE  + 

26.6 

27.2 

MEN  18-49 

PENTHOUSE 

PLAYBOY 

MEN  18-49 

91.1% 

86.9% 

HHI  $25,000  + 

55.7 

53.6 

HHI  $35,000  + 

30.9 

29.7 

PROF'L/MANAGERIAL 

21.7 

21.7 

ATT/GRADUATED  COLLEGE  + 

36.6 

37.4 

MEDIAN  AGE 

30.5 

31.4 

Now  do  you  think  we're  just  splitting  hares? 


PENTHOUSE 

I  ANY  OTHER  ALTERNATIVE  WOULD  BE  WASTEFUL 

Source:  1983  Spring  MRI     Total  male  readers  =  100%  composition 


What  to  watch  out  for 
in  bank  money  market  advertisi 


In  wry  small  print  like  this,  the  banks  have  told  you  that  their 
"fantastic"  interest  rates  are  only  for  a  few  weeks— if  that  long. 
You  should  also  watch  out  for  the  *,  which  often  tells  you  there  are 
some  penalties  or  that  you  will  have  to  pay  for  certain  services. 


Much  of  the  recent  Bank  and 
Savings  and  Loan  Association  ad- 
vertising seems  to  be  predicated 
on  two  factors: 

1.  Most  of  you  will  overlook 
the  fine  print. 

2.  Many  of  you  will  believe 
that  their  Money  Market  Ac- 
counts are  the  same  as  a  Money 
Market  Mutual  Fund. 

If  you  read  this,  you  might  be 
much  wiser. 

Did  you  know  that  Bank/S&L  Money 
Market  Accounts  require  a  minimum  of 
s2,500,  and  if  you  drop  below  that,  you  get 
only  5'A%  interest? 

Did  you  know  that  you  are  prohibited 
from  writing  more  than  three  checks  a  month? 

Or,  that  if  you  withdraw  your  money 
even  one  day  before  the  monthly  calculation, 
you  could  lose  that  whole  month's  interest? 

Or,  that  some  banks  discriminate — that 
is,  pay  higher  interest  to  their  preferred 
customers? 

If  you  answered  no  to  any  of  these 
questions,  it's  not  surprising  They 
are  the  kind  of  facts  that  appear  in 
the  small  print  of  Bank  and  S&L 
advertising. 

And  what's  even  more  misleading 
is  one  word  that  appears  all  too  often 
in  large  type,  the  word  "Fund." 

Don't  be  misled  Their  Money 
Market  Account  is  not  a  Money  Mar- 
ket Mutual  Fund.  You  should  begin 
by  understanding  this  difference 

A  Money  Market  Mutual  Fund 
pools  your  money  with  that  of  other 
investors  to  get  high  current  returns 
Your  money  is  invested  only  in  the 


money  market  in  high  quality  short 
term  securities. 

With  a  Fund,  you  are  actually  a 
shareholder  And  you  and  the  other 
shareholders  receive  all  of  the  income 
earned  by  the  Funds,  less  modest  operat- 


A  SAMPLER  OF  THE  OBSCURE 

Presented  here,  unedited,  are  ten  small  print 
examples  taken  from  Bank  and  S&L  advertisements 
With  little  effort,  one  could  certainly  add  to  the  list 
and,  at  the  same  time,  gam  interesting  experience  in 
Caveat  Emptor 

Minimum  opening  deposit  $o()()0. 

Actual  yield  shown  is  obtained  only  if  you  were 
to  invest  for  one  year  at  the  current  rate. 
However,  rate  on  this  account  cannot  be  guar- 
anteed for  longer  than  30  days. 

To  realize  this  yield,  principal  and  interest 
must  remain  on  deposit  at  this  rate  for  a 
full  year. 

Rates  effective  April  25, 1983  through  May  2, 
1983.  Thereafter  rates  are  set  weekly. 
* 

Three  checks  to  third  parties,  and  three 
preauthorized  transfers  permitted  per 
statement  cycle. 
* 

*On  flays  balance  falls  below  $2,500,  interest 
earned  will  be  5'/4%. 
* 

This  offer  may  be  revised  or  withdrawn 
without  prior  notice. 
* 

Rates  are  subject  to  change  without  notice. 
* 

•Interest  rates  change  weekly. 
* 

(Rate  changes  weekly,  on  Tuesday) 


ing  expenses  A  Money  Market  Fund 
must  pay  the  same  market  rate  to 
everyone  and  there  is  strict  regula- 
tion by  the  U  S  Securities  and  Ex- 
change Commission  to  make  sure  it 
does  Though  Money  Market  Funds 


are 
not 
insured, 
they 
have 
an  out- 
standing rec- 
ord of  safety.  An 
even  more  important,  Funds  are  no 
offering  interest  rates  competitive  with  tho 
of  Banks  and  S&Ls 

Now  with  a  Bank/S&L,  you  ai 
not  a  shareholder,  you've  only  got  a 
account  there  They  can  use  yoi 
money  any  way  they  choose — eve 
in  making  loans  and  investments  the 
have  nothing  to  do  with  the  money  mark 
What's  more,  a  Bank  or  S&L  can  pai 
whatever  rate  it  wants  to  and  the 
keep  for  itself  any  profit  it  doesn 
pay  you  (That's  why  their  intere 
rates  have  come  down  so  much  ) 

There  just  is  no  guarantee  that  th 
interest  a  Bank  or  S&L  pays  you  wil 
be  a  true  money  market  rate,  or  tha 
you  will  receive  all  the  income  yoi 
money  generates 

All  aspects  considered  (includin 
those  hidden  in  fine  print),  man 
investors  will  find  they're  better  o 
now  in  a  Money  Market  Mutua 
Fund  You  can  check  this  out  b 
comparing  your  local  bank  or  S& 
offer  against  that  of  a  particular  Fun 
or  two  Just  call  any  Fund  and  ask  fo 
its.  prospectus 

And  just  remember,  for  us  in  th 
Funds,  the  Money  Market  is  not 
sideline 

It's  where  we  invest  your  mone* 
full  time,  every  day 


©1983  The  Investment  Company  Institute,  Washington,  D.C 


AMERICAS 


Money  Market  Mutual  Funds 

The  full  time  professionals  in  the  Money  Market 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Haying  convertibles  in  a  bull  market. 


BUSTED 


CONVERTS 


jlf  you  are  about  to  buy  stock,  check 
[to  see  if  the  company  also  has  is- 
sued convertible  debentures.  It's  an- 
tother  way  to  play  the  stock,  and  it 
[has  its  advantages. 

Convertibles  became  popular  dur- 
jing  the  long  stagnation  of  the  stock 
[market  in  the  Seventies  because  of 
'the  bond-market  "floor"  they  pro- 
vided under  the  price,  combined 
j  with  an  upside  potential  in  the  un- 
iderlying  common.  But  you  pay  a 
[price  for  the  assumed  protection: 
These  days,  most  new  offerings  car- 
i  ry  conversion  terms  that  require  the 
i  common  to  advance  20%  to  25% 
.before   reaching   parity — i.e.,  the 
point  at  which  the  market  value  of 
the  common,  if  converted,  is  the 
same  as  the  market  value  of  the 
debenture.  If  you  would  lose  by  con- 
|  verting,  that's  the  conversion  pre- 
mium. You  may  lose  out  on  some  of 
the  appreciation  in  the  price  of  the 
I  underlying  stock.  Before  last  Au- 
[  gust,  when  the  equity  markets  were 
more  placid,  almost  every  new  of- 
fering had  an  initial  conversion  pre- 
mium much  lower  than  that  20%  to 
'25%.  Today's  terms  are  far  less  ap- 
pealing. But  we  are  in  a  bull  market, 
and  what  do  you  expect? 

What  looks  good  in  converts  right 
now?  Nancy  Westervelt,  bond  ana- 
lyst at  Merrill  Lynch,  thinks  one 
approach  is  to  look  for  the  highest 

\Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


conversion  premium  you  can  find. 
These  are  the  so-called  busted  con- 
vertibles that  trade  almost  entirely 
as  bonds  because  the  common,  for 
whatever  reason,  is  selling  very  low 
relative  to  the  conversion  price.  It 
means  you  are  speculating  on  a 
massive  future  rise  in  the  common, 
which  doesn't  look  too  likely  in 
most  cases.  But  it  could  happen  and 
this  is  a  way  to  gamble  on  its  hap- 
pening without  taking  the  risk  of 
buying  the  common.  Meanwhile, 
you  have  the  debenture's  yield, 
which  is  far  greater  than  the  yield  of 
the  underlying  common.  If  the 
stock  goes  down,  the  debenture 
continues  to  trade  as  debt. 

In  the  current  euphoria  in  equi- 
ties, it's  not  surprising  that  there  are 
few  busted  convertibles  around. 
Westervelt  used  a  computer  to  ana- 
lyze the  68  issues  that  seemed  most 
likely  to  fit  the  category.  She  came 
up  with  only  five  that  qualify.  One 
is  the  lis  of  2007  issued  by  insur- 
ance broker  Alexander  &.  Alexander 
Services,  which  took  a  $40  million 
charge  last  year  because  of  inad- 
equate reserves  in  a  subsidiary. 
A&A  common  would  have  to  appre- 
ciate by  75%  to  reach  parity,  hardly 
likely  for  a  company  currently  not 
rated  by  either  Moody's  or  S&P's. 

A  busted  convert  with  greater  ap- 
peal is  Hughes  Tool's  9.5%  deben- 
tures, due  2006.  The  underlying 
common  sells  at  about  20,  far  below 
the  conversion  price  of  47 '/s. 
Hughes  is  a  solid  company  suffering 
from  the  current  stagnation  in  oil 
drilling.  If  you  are  hopeful  about  the 
long-term  prospects  of  a  recovery  in 
energy  service  stocks,  here's  why  it 
could  be  smart  to  buy  the  convert- 
ible instead  of  the  common:  Recent- 
ly priced  at  92,  it  yields  10.3%  to 
maturity,  a  respectable  return  for  an 
A2/A-plus-rated  debt  issue,  while 
Hughes  common  currently  carries  a 


dividend  yield  of  only  3.42%. 

Another  busted  convert:  /  s 
Steel's,  53/4S  of  2001.  The  underlying 
common  must  appreciate  60%  to 
come  up  to  conversion  parity.  Is  the 
stock  of  any  steel  company  going  to 
do  that  well?  You  decide.  But  in  the 
meantime  the  convertibles,  rated 
Baal  and  BBB,  carry  a  9.15%  yield 
against  4%  for  the  stock. 

Not  everyone  agrees  with  Wes- 
tervelt that  busted  convertibles  are 
the  way  to  go  right  now.  In  the 
same  shop,  Merrill  Lynch  bond  ana- 
lyst Preston  M.  Harrington,  for  ex- 
ample, takes  the  opposite  tack.  He 
likes  convertibles  in  which  the  un- 
derlying common  is  well  rated  and 
conversion  premiums  are  low.  The 
appreciation  potential  for  the  de- 
benture is  close  to  that  of  the  com- 
mon. Instead  of  trading  almost  sole- 
ly like  a  bond,  as  in  the  case  of 
busted  convertibles,  these  deben- 
tures swing  with  the  common.  But 
their  yields — though  lower  than 
straight  debt  issues — are  still  high- 
er than  that  of  their  associated 
common.  And  they  have  downside 
protection. 

Harrington  likes  American  General 
lis  of  2007.  They  recently  sold  at 
133  to  yield  at  8.3%,  compared  with 
3.5%  in  dividends  for  the  underly- 
ing common.  The  conversion  pre- 
mium is  minimal — 7% — so  the  de- 
benture price  should  move  almost 
in  step  with  the  stock  price. 

Coming  Glass  Works'  8 'As  of  2007, 
convertible  into  shares  of  Owens- 
Corning  Fiberglas  common,  is  an- 
other debenture  with  little  conver- 
sion premium.  Rated  A  by  S&P's, 
the  issue  has  a  6.7%  current  yield, 
2'/2  times  the  common's  dividend 
yield.  Other  low-premium  converti- 
bles on  Harrington's  list  are  Deere  & 
Co.  9s  of  2008,  Lomas  &  Nett/eton 
Financial  9%s  of  2008  and  Viacom 
International  9lAs  of  2007. 

A  note  of  caution:  Be  careful 
about  call  protection.  The  increased 
popularity  of  convertibles  has  en- 
couraged issuers  to  see  what  they 
can  get  away  with.  In  1981,  three- 
year  guarantees  against  call  were 
common.  Now  some  issuers  extend 
no  call  protection,  and  many  specify 
that  whenever  the  common  trades 
150%  above  the  conversion  price, 
the  debenture  can  be  called.  Which 
means  that  you  get  taken  out  of  the 
convert  when  the  company  wants, 
not  necessarily  when  you  want.  ■ 
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Stock  Trends 


MONEY  &  INVESTMENTS 


A  market  reaction  is  likely.  Question. 
How  does  one  protect  oneself? 

COMING 
DISTRACTIONS 


By  Ann  C.  Brown 


Over  the  next  several  weeks  a 
number  of  announcements  will  be 
made,  each  of  which  could  knock  a 
couple  of  hundred  points  or  more  off 
the  DTI  in  a  big  hurry.  For  example, 
if  the  White  House  decides  not  to 
reappoint  Paul  Volcker  as  the  head 
of  the  Federal  Reserve  and  chooses 
anyone  other  than  Alan  Greenspan 
as  his  successor.  Wall  Street  consid- 
ers the  Fed  chairman  the  second 
most  important  person  in  the  coun- 
try and  doesn't  take  lightly  changes 
of  leadership  in  this  powerful  post. 

Then  there's  the  little  matter  of 
the  presidency  itself.  The  stock 
market  has  been  charging  onward 
and  upward,  99  44/100%  sure  that 
Ronald  Reagan  will  1 )  run  again  and 
2)  win.  Should  Mr.  Reagan  decide  to 
retire  to  the  ranch,  look  for  a  200 
million-share  day  and  a  record  drop 
in  the  averages.  Whether  or  not  the 
Republicans  could  scurry  around 
and  field  an  unbeatable  team  is 
doubtful.  For  whatever  reason, 
should  a  liberal  become  favored  to 
occupy  the  Oval  Office,  1984-88, 
look  for  inflation  fears  to  rise  and 
stock  prices  to  fall. 

But  suppose  it  is  either  Mr. 
Volcker  or  Mr.  Greenspan  at  the  Fed 
and  that  Mr.  Reagan  decides  that 
anything  octogenarians  Churchill 
and  Adenauer  could  do  for  their 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisor)'  and  portfolio  management 
firm  of  AC  Broun  &  Associates 


countries  he,  a  much  younger  man, 
can  do  for  America,  then  what  else 
could  deal  the  market  a  blow? 

For  one  thing,  it  now  appears  that 
the  economy,  which  was  on  a  5% 
slow  recovery  course,  got  a  shot  in 
the  GNP  in  the  second  quarter  and 
is  currently  growing  at  an  annual 
rate  closer  to  7%.  If  this  trend  con- 
tinues and  translates  into  a  corpo- 
rate demand  for  money  at  the  same 
time  the  Treasury  is  tapping  the 
financial  markets  to  meet  the  defi- 
cit, watch  out.  Interest  rates  will 
start  to  rise,  threatening  to  abort  the 
economic  recovery  unless  the  Fed 
runs  the  printing  presses  over- 
time— in  which  case  it's  Inflation 
Revisited.  Either  way  the  stock 
market  stands  to  lose  much  of  its 
recent  gain. 

Right  now  the  market  is  looking 
for  an  excuse  to  go  down,  and  even- 
tually it  will  find  one.  Nearly  every 
Big  Name  stock  market  strategist  is 
on  the  side  of  the  bears,  and  cau- 
tious and  negative  commentary  per- 
vades their  speeches  and  writings. 
The  stock  market  may  literally  be 
"talked  down"  by  prophesiers  seek- 
ing self-fulfillment. 

Okay,  investors,  what's  to  do 
while  the  winds  of  Wall  Street  tem- 
porarily blow  cold  on  equities?  For 
openers,  consider  selling  some  of 
those  hot  o-t-c  items  whose  multi- 
ples are  3  to  5  times  the  price  of  the 
stock.  What  went  up  in  a  hurry  usu- 
ally comes  down  even  faster.  Par- 
ticularly vulnerable  are  some  of  the 
new  issues  that  came  to  market 
over  the  past  several  months  at 
prices  discounting  earnings  well 
into  the  1990s. 

Another  way  to  protect  yourself 
from  a  nasty  downdraft  is  to  place 
stop  orders  to  sell  below  the  market 
price.  How  to  determine  the  level  of 
stops  is  a  debatable  matter,  but  15% 
isn't  a  bad  rule  of  thumb,  subject  to 


revision  depending  on  a  stock' 
beta.  High  beta,  higher  stop  percent 
age,  and  vice  versa.  And  remembe 
to  adjust  the  stops  upward  if  th» 
stocks  rise. 

Finally,  you  might  think  abou 
selling  call  options  as  a  form  of  in 
surance  policy  on  some  of  your  prof 
its.  This  is  a  useful  technique  if  yot 
are  trying  to  turn  a  short-term  gair 
into  a  long-term  gain.  The  premiun 
you  collect  can  help  offset  some  o 
the  decline  if  the  stock  does  decline 

If  the  market  fades,  sharp-eyed  in 
vestors  should  be  on  the  lookout  foi 
buying  opportunities  in  Squibb  (47) 
Gillette  (44)  and  SmithKline  Beckman 
(67),  all  attractive  companies  dowr 
from  their  highs,  registered  earliei 
this  year,  largely  due  to  concerr 
over  lowcr-than-anticipated  earn- 
ings   from    overseas  operations 
Squibb,  whose  international  activi 
ties  account  for  nearly  half  its  busi- 
ness, is  expected  to  earn  $3.45  per 
share  this  year  and  $4.10  in  1984. 
Now  unstuck  from  gum  and  candy  \ 
since  the  sale  of  Life  Savers,  Inc.  to 
Nabisco  in  1981,  Squibb  is  concen- 
trating its  efforts  on  developing  and  j 
marketing  medications  and  has  sev-  ] 
eral  promising  new  products.  Earn-  \ 
ings  are  expected  to  grow  20%  per 
year  for  the  next  several  years,  | 
which  is  a  higher  rate  than  in  most  , 
drug  companies. 

In  Gillette's  case,  foreign  oper- 
ations provide  over  50%  of  sales  and 
earnings.  As  a  result  of  the  unprece- 
dented strength  of  the  dollar,  ana- 
lysts have  been  shaving  1983  earn- 
ings estimates  from  $5.25  per  share 
to  $4.85  or  so.  Next  year's  predic- 
tions range  from  $5.60  per  share  to 
$6.25,  depending  on  what  the  dollar 
does,  and  when. 

If  the  stock  market  has  given  you 
ulcers  over  the  past  few  years, 
chances  are  your  doctor  ordered  Ta- 
gamet, the  world's  number  one  pre- 
scription drug  and  SmithKline's 
nearly  billion-dollar  bestseller. 
However,  if  the  July  debut  of  the 
new  anti-ulcer  drug  Zantac  of  Glaxo 
Holdings  ADR  (13)  is  as  successful  as 
some  observers  predict,  SmithKline 
Be'ckman  may  end  up  swallowing  a 
lot  of  Tagamet  itself.  However,  SKB 
has  one  of  the  best  R&D  programs 
going  and  is  on  the  verge  of  launch- 
ing several  new  products.  Earnings 
estimates  for  1983  are  for  $6.25  per 
share  and  $7.10  to  $7.15  for  1984  if 
Tagamet  hangs  tough.  ■ 
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Psychology  &  Investing 


In  computers,  think  of  the  programmer 
as  an  increasingly  expensive  middleman. 
Is  the  middleman  on  the  way  out? 

ZAP,  ZAP,  I'M  RICH 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


As  they  contemplate  the  problem  of 
Ihow  to  make  a  living  when  they 
finally  enter  the  real  world,  many  of 
today's  young  people  are  taking  in- 
spiration and  guidance  from  reports 
like  the  ones  featured  in  the  cover 
story  of  this  issue  (beginning  on  p. 
93)  The  computer  software  pro — 
free  soul  of  the  Space  Age  and  swim- 
ming in  big  bucks — is  something  of 
a  folk  hero.  I  sense  a  dangerous  trap 
here  for  lots  of  youngsters.  Let  me 
tell  you  why. 

Selecting  a  college  major  is  the 
first  step  in  choosing  a  career  path, 
and  it  should  surprise  no  one  that 
the  students  I  survey  annually  tell 
me  that  they  dream  of  using  their 
profession  to  wow  the  world. 

In  this  regard,  there  is  an  acid  test 
adolescents  employ  subconsciously 
in  deciding  whether  their  choice  is 
correct;  namely,  it  should  make 
adults  view  them  with  awe  and  re- 
spect. If  a  profession  is  the  right  one, 
it  should  have  the  power  to  intimi- 
date elders.  What  better  than  high 
technology,  in  which  few  older 
adults  feel  truly  at  home? 

There's  a  problem,  though.  For 
most  students,  math,  science  and 
engineering  courses  are  difficult, 
and  grow  more  so  each  year  as  the 
material  becomes  more  advanced. 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


You  must  have  a  real  interest  in  the 
subject  matter  not  only  to  become 
immersed  in  it  in  the  first  place  but 
also  to  avidly  seek  still  more  con- 
tact with  it  year  after  year.  Mastery 
of  these  disciplines  takes  many 
years;  no  quick  and  easy  public  vic- 
tories here.  The  entire  undergrad- 
uate and  most  of  the  graduate  cur- 
riculum in  each  major  is  devoted 
merely  to  preparing  the  student  to 
examine  and  understand  the  central 
problems  of  the  field. 

Can  students  who  yearn  to  go 
high  tech  and  wow  the  world  do  so 
while  sidestepping  math,  science 
and  engineering  courses?  They 
think  they  can.  In  fact,  they  are  cer- 
tain they  have  found  a  miraculous 
shortcut:  Study  computer  software. 
Learn  computer  languages.  In  retro- 
spect, the  Seventies  and  early 
Eighties  will  be  seen  to  have  been  a 
period  in  which  tens  of  thousands  of 
students  who  in  former  decades 
would  have  majored  in  one  of  the 
liberal  arts  became  high-tech  group- 
ies and  chose  computer  science  in- 
stead for  its  bragging  value. 

No  doubt  the  interest  of  the  ma- 
jority of  students  in  the  field  is 
genuine.  However,  for  many  I've 
been  monitoring  it  represents  a  de- 
liberate shift  away  from  literature, 
history  and  politics  (areas  that  are 
dismissed  as  "too  weak")  to  some- 
thing that  smacks  to  them  of 
mighty  high  tech — with  the  tech 
part  quietly  removed.  They  are 
studying  language,  the  language 
needed  to  talk  to  a  machine,  but 
that's  not  how  they  want  you  to 
view  it.  For  these  students  are  in- 
tent upon  having  their  most  press- 
ing adolescent  fantasy  come  true: 
They  want  to  be  able  to  breathe  fire, 
spouting  something  that  sounds 
technical  and  scientific,  not  merely 
linguistic,  while  avoiding  math,  sci- 
ence and  engineering  education.  No 


wonder  they  keep  repeating,  "With- 
out software,  hardware  is  just  use- 
less iron."  This  is  the  defensive 
song  of  those  who  want  to  be  high 
tech  without  the  long  effort  it  takes 
to  become  truly  high  tech. 

However,  the  students  pouring 
into  programming  courses,  and  who 
tell  me  that  this  assures  them  a 
lucrative  occupation  forever,  are  in 
for  a  huge  surprise,  one  that  will  be 
handed  them  in  coming  years  by 
people  whose  training  includes  both 
physics  and/or  electronics  engineer- 
ing on  the  one  hand  and  computer 
science  on  the  other.  As  Glen 
Myers,  manager  of  Microprocessor 
Architecture  at  Intel,  puts  it,  "The 
cost  of  software  has  become  a  major 
obstacle  to  the  growth  of  comput- 
ing." In  his  excellent  new  mono- 
graph, Advances  in  Computer  Architec- 
ture, second  edition  (John  Wiley, 
$52.50),  Myers  goes  on  to  explain 
that  current  computer  systems  sim- 
ply have  too  large  a  "semantic 
gap" — that  is,  the  distance  between 
programming  languages  and  ma- 
chine architectures  that  carry  out 
those  instructions. 

The  students  I've  surveyed  are 
convinced  that  the  problem  will  be 
solved  by  throwing  ever  more  pro- 
grammers into  the  battle.  They  are 
wrong.  That  solution  is  too  expen- 
sive even  now,  too  labor-intensive. 
The  designers  of  computer  architec- 
tures, not  only  at  Intel  but  at  Motor- 
ola and  Texas  Instruments  as  well, 
see  a  solution  that  involves  a  dra- 
matic reduction  in  the  need  for  ex- 
pensive programmers.  They  com- 
pare this  to  Detroit  and  Japan  deliv- 
ering cars  that  require  substantially 
reduced  maintenance.  Changing 
computer  hardware  designs  to  mini- 
mize the  need  for  programmers  (by 
making  programming  much  easier) 
is  their  chief  goal. 

The  implication  for  parents  and 
students  is  clear:  Don't  bank  solely 
on  programming.  Keep  in  mind  that 
a  knowledge  of  microelectronics 
will  be  increasingly  valuable,  if  for 
no  other  reason  than  to  keep  up 
with  coming  developments.  Cost 
pressures  associated  with  program- 
ming alone  guarantee  that  impor- 
tant hardware  innovations  will 
soon  be  introduced.  Don't  be  mes- 
merized by  stories  about  baby  soft- 
ware tycoons;  it's  one  boom  that  the 
next  big  advance  in  computers  in- 
tends to — indeed,  must — stop.  ■ 
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Market  Trends 


MONEY  &  INVESTMENTS 


By  Richard  B.  Hoey 


The  market  is  ready  to  react  all  right,  but 
don 't  look  for  Just  a  brief  reaction. 


MAXIMUM  AGONY 


tion,  with  month  after  month  of 
soggy  stock  markets. 

My  guess  is  that  a  long  correction 
is  in  the  cards.  Investors  will  buy  in 
the  early  stages,  thinking  they  were 
given  a  second  chance,  but  they 
won't  get  instant  gratification. 
They  will  just  see  their  stocks  drop 
an  eighth  of  a  point  a  day,  month 
after  month,  until  they  begin  to 
mumble  that  maybe  the  bull  mar- 
ket is  all  over.  Only  then  will  the 
second  wave  of  the  bull  market  be- 
gin. After  the  portfolio  managers 
have  suffered  maximum  agony. 

What  will  cause  such  a  long  cor- 
rection? I  don't  know  for  sure.  But 
most  of  the  stock  portfolio  manag- 
ers I  talk  to  expect  further  declines 
in  interest  rates.  But  that  hope  runs 
against  the  cyclical  precedent.  In  six 
out  of  eight  of  the  postwar  business 
cycles,  the  final  cyclical  low  in  rates 
occurred  within  the  period  three 
months  before  to  five  months  after 
the  business  cycle  trough.  May 
1983  was  the  fifth  month  of  this 
economic  recovery,  so  that  exces- 
sive confidence  that  interest  rates 
are  sure  to  keep  dropping  may  begin 
to  fade  soon.  That  could  touch  off 
the  long-awaited  correction. 

So,  what  should  the  investor  do? 
The  historical  record  is  that  the 
bond  bull  market  is  often  complete- 
ly over  by  the  fifth  month  of  eco- 
nomic recovery,  while  the  stock 
bull  market  continues  much  longer. 
Therefore,  a  strategy  of  shifting 
from  bonds  to  stocks  at  this  point 
has  some  appeal.  But  with  the  Dow 
Jones  industrial  average  over  1200 
and  long-term  government  bonds 
yielding  slightly  less  than  11%,  this 
may  be  the  wrong  time  to  execute 
such  a  strategy  switch.  While 
there's  more  potential  for  gain  in 
the  stock  market  than  in  the  bond 
market  over  the  next  year  or  two, 
there's  also  a  higher  risk  of  loss  in 


The  stock  market  will  always  do 
whatever  is  necessary  to  aggravate 
and  frustrate  the  maximum  number 
of  portfolio  managers.  This  market 
axiom  never  fails.  I  call  it  the  princi- 
ple of  maximum  agony. 

A  classic  example  occurred  in  the 
summer  of  1982  when  stock  portfo- 
lio managers  held  on  to  their  huge 
cash  positions  with  the  market  be- 
low 800  because  some  Wall  Street 
guru  told  them  that  there  had  to  be 
a  "classic  selling  climax"  before  the 
bull  market  could  begin.  They  are 
still  waiting  because  Paul  Volcker 
eased  monetary  policy  and  set  off 
the  bull  market  without  waiting  for 
the  climax.  Investors  have  been 
scrambling  ever  since  to  get  their 
cash  to  work. 

A  more  recent  example  is  what  is 
occurring  today.  Most  of  the  portfo- 
lio managers  I  talk  to  keep  looking 
for  a  "buyable  correction."  They  are 
hoping  the  stock  market  will  have  a 
quick,  sharp  correction  that  will 
give  them  a  chance  to  buy  and  then 
immediately  validate  their  judg- 
ment by  surging  back  to  new  highs. 

The  problem  with  this  scenario  is 
that  it's  inconsistent  with  the  prin- 
ciple of  maximum  agony;  it's  too 
easy.  So,  in  my  view,  we  will  get 
either  no  meaningful  correction  at 
all  or  a  painfully  long,  slow  correc- 

Richard  B  Hoey  is  chief  economist  and 
member  of  the  fnvestmenl  Policy  Committee 
at  A  G  Becker  Paribas. 


the  stock  market  in  the  next  few 
months. 

And  yet  I  am  not  a  pessimist. 
Quite  the  contrary.  I  do  not  agree 
that  this  recovery  will  be  much  less 
powerful  than  the  historic  average.  I 
believe  that  I  am  the  only  econo- 
mist at  any  of  the  major  brokerage 
firms  who  has  consistently  forecast 
all  year  long  that  the  pace  of  eco- 
nomic recovery  between  the  fourth 
quarter  of  1982  and  the  fourth  quar- 
ter of  1983  will  average  out  to  about 
6%,  nearly  twice  as  fast  as  the  con- 
sensus at  the  beginning  of  this  year. 
I  believe  that  the  evidence  is  now 
accumulating  that  our  view  may 
prove  correct. 

In  its  own  way,  the  stock  market 
knew  it  all  along.  That's  one  reason 
the  Dow  Jones  industrial  average 
exploded  from  below  780  in  the 
summer  of  1982  to  over  1200  today. 
But  this  means  the  first  phase  of 
economic  recovery  has  been  sub- 
stantially discounted.  That's  why 
I'm  predicting  a  period  of  soggy  mar- 
kets while  the  economy  catches  up 
with  the  market. 

Under  these  circumstances  I  like 
railroad  stocks.  This  industry  has 
been  out  of  favor  on  Wall  Street  for 
about  the  last  50  years.  It  is  invul- 
nerable to  Japanese  competition  and 
it  will  be  a  major  beneficiary  of  eco- 
nomic recovery. 

One  of  my  favorite  stocks  among 
the  major  rails  is  CSX  (70).  CSX  is  a 
combination  of  the  old  Chessie  Sys- 
tem and  Seaboard  Coast  Line  Indus- 
tries. It  has  tremendous  operating 
leverage,  which  hurt  its  earnings  in 
1982,  but  this  operating  leverage 
can  work  in  its  favor  in  the  next  few 
years.  Each  percentage  point  im- 
provement in  its  operating  ratio  is 
worth  more  than  $1  per  share  in 
pretax  earnings. 

On  current  accounting,  CSX 
should  earn  about  $9  per  share  in 
1984.  But  the  Interstate  Commerce 
Commission  has  issued  an  order  re- 
quiring all  railroads  to  shift  from 
betterment  accounting  to  the  more 
generally  accepted  depreciation  ac- 
counting. As  a  result,  actual  report- 
ed earnings  in  1984  are  likely  to  be 
close  to  $1 1. 

Another  cyclical  stock  I  like  is 
U.S  Steel  (27).  Earnings  per  share 
should  swing  from  a  loss  of  about  $4 
last  year  to  a  profit  of  about  $2  this 
year  and  a  profit  of  roughly  $4  to  $5 
next  year.  ■ 
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in  today's  nervous  stock  market  should  you. . . 

luy?  Sell?  Do  Nothing? 

Wore  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


ER.  EXPRESS 
ER.  TEL.  &  TEL. 
KER  INT'L  CORP. 
EING 

LGATE  PALMOLIVE 
NT'L  TELECOM 
ESSER  IND. 


EXXON  CORP. 
GEN'L  MOTORS 
GTE  CORP. 
INT'L  BANKNOTE 
INT'L  BUSINESS  MACH. 
JOHNSON  &  JOHNSON 
MERRILL  LYNCH  &  CO. 


OCCIDENTAL  PETROLEUM 

PROCTER  &  GAMBLE 

RCA  CORP. 

SYKES  DATATRONICS 

TANDY  CORP. 

WARNER  COMMUNICAT. 

XEROX 


te  picked  the  21  stocks  above  for 
tration— from  more  than  1700  regularly 
sred  by  The  Value  Line  Investment 
'ey— because  each  has  recently  been 
ne  "most  active"  list  and  may  therefore 
if  special  interest. 

stock  market,  and  the  investment 
es  therein,  are  now  going  through  a 
t  deal  of  rapid  change.  This  is  no  time  to 
n  your  hands.  It  is  urgent,  we  think,  that 
check  without  delay  every  stock  that  in- 
sts  or  concerns  you  to  see  if  it  currently 
s  the  investment  credentials  most  im- 
ant  to  you.  To  illustrate,  let's  look  at  the 
ks  listed  above: 

3FORMANCE:  Every  one  of  these 
ks— af  one  time  or  another— has  offered 
orospect  of  superior  relative  price  per- 
lance.  Right  now,  however,  Value  Line 
i  gs  suggest  that  7  of  these  stocks  should 
I  voided  for  the  time  being.  On  the  other 
j,  we  estimate  that  7  of  the  stocks  above 
plearly  outperform  most  other  stocks  in 
next  12  months. 

!FETY:  10  of  the  stocks  listed  carry 
erior  Value  Line  ratings  for  Safety, 
ning  they  have  typically  demonstrated 
I  ter  price  stability  than  the  majority  of 
jks.  The  other  stocks  on  the  list  rate  only 
|age  or  lower  on  this  score. 
f,LD:  The  dividend  yields  of  these 
Iks  estimated  by  Value  Line  for  the  12 
ths  ahead  range  all  the  way  from  Nil  to 
l3/o.  Fifteen  of  the  stocks  offer  yields 
w  6.0%.  Only  7  stocks  provide  yields  of 
pr  higher. 

PRECIATION:  Value  Line's  es- 
Ites  of  Appreciation  Potential  in  the  next 
j  5  years  for  these  stocks  range  all  the 
j  from  10%  up  to  nearly  200%.  Five 
:ks  offer  long-term  potentials  of  150%  or 
jer. 

|  data  above  come  from  the  issue  of 
83  The  Value  Line  Survey.  For  actual 
itment  decisions,  be  sure  to  see  the 

lit  weekly  Value  Line  edition.) 

I  ERE  ELSE  CAN  YOU  GET  ALL 

|IS? 

I  e  Line  gives  you  the  key  ratings  outlined 
be,  updated  every  week,  for  EACH  of 
«)  stocks — so  you  can  make  coherent 
Iparisons  of  any  stock  against  any 
jrs  with  respect  to  the  investment  at- 
jites  you  care  about.  In  addition,  Value 
regularly  presents  comprehensive  full- 
h  Research  Reports,  with  15-year  vital 
jstics,  for  each  of  1700  stocks.  We  apply 
4;ame  quality  and  comprehensiveness  of 
(arch  and  evaluation  not  only  to  virtually 
{y  "big  name"  stock  (like  the  ones  listed 
he)  but  also  to  more  than  a  thousand 
*er"  stocks— which  make  up  a  signifi- 
l  part  of  a  great  many  portfolios.  We 
Ize  that  when  YOUR  money  is  involved. 


an  investment  in  U.S.  FILTER  can  be  just  as 
important  as  the  same  amount  in  U.S. 
STEEL.  If  you  want  to  re-assess  your  stock 
portfolio  with  an  eye  to  greater  rewards 
and/or  lower  risks  in  today's  unusual 
market.  ...  if  you  want  to  make  rational 
decisions  about  what  stocks  to  hold,  sell,  or 
buy  now.  ...  we  believe  that  no  other  source 
even  comes  close  to  providing  the  help  that 
Value  Line  systematically  gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgen- 
tly suggest  you  sfay  away  from  the  400 
stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1  down 
to  5).  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen"  of 
the  100  stocks  with  the  highest  yields, 
which  ranged  from     9.9%  to  13.2% 
(Value  Line  4/1/83). 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percen- 
tage change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  ranged  from  125%  to  445%. (Value 
Line  4/1/83). 

e)  P/E  Ratio  and  current  price,  plus  es- 
timated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research 
Report  at  least  once  every  three  months — 
including  22  series  of  vital  financial  and 
operating  statistics  going  back  15  years  and 
estimated  3  to  5  years  ahead  About  130 
new  full-page  Reports  like  this  are  issued 
each  week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10  weeks  for 
only  $37— about  HALF  the  regular  rate— if 
no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1  — 

Value  Line's  2000- 
page  Investors  Refer- 
ence Service  includ- 
ing our  latest  full-page 
Reports  on  each  of 
1700  stocks— fully  in- 
dexed and  looseleaf- 
bound  for  easy  refer- 
ence, and  systematic- 
ally updated  by  new 
full-page  Reports  in 
the  weeks  ahead. 

BONUS  #2— 

A  Subscriber's  Guide,  ^ 

the  72-page  "classic" 
by  Arnold  Bernhard, 
Value  Line's  founder 
and  research  chief, 
revealing  methods  of 
stock  evaluation  that 
took  decades  to  refine. 
You  KEEP  this  book 
even  if  you  return  the 
other  material  for  your 
money  back. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 


The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Avenue,  New  York,  N.Y.  10017 

Department  416B20 

INTRODUCTORY  OFFER  □  My  payment  is  enclosed  □  Please  charge  to: 

□  Begin  my  10-week  trial  subscription  for  $37  to  □  American  Exp  □  Master  Card  □  Visa 

Line  Survey  (limited  once  to  any  Expiration  Date  


The  Value  Line  Survey  (limited  once  to 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 
□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 
A    pocket-size    CREDIT   |__— ^  ;V 
CARD     LCD     CALCULA-    [■"'    '  „„.- 
TOR   given   to   you  when 
you     order     The  Value 


Account  #  — 

(N  Y  residents  add  sales  tax  ) 


Signature 


Name 


Line  Investment  Survey  for  one  year 

This  subscription  is  tax-deductible  and  non- 
assignable Allow  4  to  6  weeks  for  delivery 


Address 


City 


State 


Apt  No 


Zip 


LET  YOUR 
HOME  COMPUTER 
SUPPORT  YOU 


(For  as  little  as  $20  per  month!) 

Use  your  home  computer  to  select 
and  time  stocks,  options  and  com- 
modities .  .  . 

Timing  charts  and 
model  portfolios  updated  daily 

(actual  12  month  performance  com- 
puterized and  iogged  daily) 

□  Over  4,000  securities  on-line 
24  hours,  7  days 

o  21  years  of  testing/credibility 

□  In  use  now  by  traders, 
brokers  &  investors 

□  Cost  based  upon  usage 
(as  low  as  $20  per  month!) 

Whether  you  trade  $5,000  or 
$5,000,000  our  SCC/90  information 
service  is  designed  for  you! 


For  information,  call  (51 6)  757-8638 
or  write  John  Lambert  or  Ron  Olsen 
Securities  &  Commodities  Corp 
Box  521,  Northport,  N.Y.  11768 

Name  


Address. 
City  


State. 
Phone- 


Zip. 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  55  cents  per  share  on  the 
common  stock  of  the  Company, 
payable  July  1,  1983  to  share- 
holders of  record  at  the  close  of 
business  June  3,  1983. 


PETER  B.  TINKHAM 
Secretary 


Dallas,  Texas 
May  20,  1983 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


*★* 

n  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Araer.  Express  & 
Diners  Club 
251  E.  53  rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
NYC.  753-8450-1 


Venture  Capital 


So  what's  new  in  computers? 

GIDEON'S 
GOSPEL 


By  Thomas  P.  Murphy 


Gideon  Gartner,  48,  is  an  ex-IBMer, 
ex-security  analyst  and  now  presi- 
dent of  the  Gartner  Group.  The 
Group's  franchise,  and  Gartner's 
specialty,  is  figuring  out  where  the 
computer  industry  is  going. 

Gartner's  old  frenetic  security-  an- 
alyst style  hasn't  changed  much 
from  his  Oppenheimer  days.  What 
has  changed  since  he  went  into  busi- 
ness for  himself  in  1979  is  the  re- 
sources he  brings  to  the  task:  There 
are  80  people  at  the  Gartner  Group  in 
Stamford,  Conn.,  and  35  of  them  are 
professionals  who  spend  all  their 
time  looking  at  the  computer  and 
telecommunications  industries. 

I  caught  up  with  Gartner  when  he 
was  just  back  from  California  and 
the  National  Computer  Conference 
and  about  to  take  off  to  visit  clients 
in  Europe.  What  impressed  him  at 
the  conference? 

"Over  a  hundred  thousand  people 
attended,"  Gartner  says  with  awe, 
"a  hundred  thousand!  There  were 
50  or  more  companies  exhibiting 
microcomputers,  and  a  half-dozen 
of  those  were  portable  computers." 

What  technology  was  outstand- 
ing? New  gas  plasma  displays;  flat 
displays  that  may  one  day  supplant 
the  ubiquitous  cathode  ray  tube; 
minifloppy  disks,  3  inches  instead  of 
5]A;  integrated  software,  or  software 
that  acts  as  a  "shell"  around  several 


Thomas  P  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn 
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applications — the     spread  she 
graphic  display  and  word  processin 
for  example.  This  new  software  is 
good  and  so  easy  to  use,  Gartner  say 
that  it  will  even  overcome  "techni 
phobia."  That  malady,  in  case  yoii 
psychiatrist  isn't  keeping  up,  is  trj 
psychological  aversion  to  new  tecl 
nology.  To  computer  people,  anyor) 
without  a  terminal  on  the  desk 
suffering  from  it. 

Where  is  the  growth  in  the  indul 
try?  Gartner  broad-brushes  it: 


■ 

■ 


Mainframes 

Minicomputers 

Microcomputers 


1960s  1970s  1980) 
15%    13%  15°/4 
N/A    40  25 
N/A    N/A  50 


As  Gartner  sees  it,  the  microcora 
puter,  with  its  incredible  growt 
prospects,  will  create  new  market 
for  the  big  computers,  the  mail 
frames.  As  more  and  more  peopl 
overcome  their  technophobia  an 
their  sophistication  grows,  th0 
will  want  to  go  beyond  microcom 
puters  and  access  the  data  stored 
the  mainframes.  Hence,  the  mail 
frame  business  is  slated  to  increas 
over  this  decade  to  the  growth  rate 
it  knew  in  the  Sixties.  Caught  in  th 
middle,  but  still  with  respectabl 
growth  prospects,  are  the  minicont 
puter  makers,  DEC,  Prime,  etc. 

As  for  the  microcomputers  (pe 
sonal  computers),  their  growth  rat 
through  the  end  of  this  decade 
huge,  50%  compounded.  By  199 
Gartner  expects  the  microcompute 
alone  will  have  sales  of  $30  billion 
.  But  it  won't  have  150  manufao 
turers  or  whatever  the  number  mai 
be.  There  will  be,  Gartner  says,  ' 
couple  dozen  manufacturers,  and 
half-dozen  of  them  will  represer 
three-quarters  of  the  business." 
he  is  right,  there  will  also  be  a  lot  c 
sadder  but  wiser  venture  capitalist 
since  most  of  these  new  microcon 
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er  companies  were  started  with 
Lture  financings. 

Vhat  the  Gartner  Group  thinks 
make  a  huge  difference  on  Wall 
;et.  The  complexity  of  the  com- 
er industry  that  used  to  frustrate 
leon  Gartner  as  a  security  ana- 
:  is  frustrating  The  Street  as  well, 
kers  can't  afford  to  hire  35  ana- 
s  to  follow  the  industry.  One  is 
re  likely.  As  a  result,  the  Gartner 
)up's  opinions,  marketed  by  the 
estment  banking  firm  of  Dillon, 
id  &  Co.  as  Dillon,  Read  Tech- 
ogy,  have  a  lot  of  clout, 
ast  year  Wall  Street  was  predict- 
r  that  Amdahl,  the  biggest  of  the 
g-compatible  mainframe  manu- 
:urers,  would  earn  $1  a  share, 
tner  stunned  The  Street  with  a 
|cent  forecast  for  the  year  along 
h  a  sell  recommendation,  at  a 
e  when  the  stock  was  about  $32 
lare.  Over  the  following  months 
dahl's  stock  drifted  down  to 
ut  half  of  that  price.  And  the 
:cast  turned  out  to  be  just  about 
the  money:  Amdahl  earned  24 
ts  a  share  last  year. 
fhy  was  Gartner  right  and  the 
ventional  forecasts  wrong?  Am- 
i's results  for  1982  depended  on 
company's  ability  to  ship  50  of 
new  5860  models  during  the 
:.  Gartner  analysts  took  the  time 
:heck  with  Amdahl  customers 
learned  that  few  of  them  had 
firmed  1982  delivery  dates. 
;y  also  learned  that  a  key  suppli- 
:o  Amdahl  would  have  trouble 
ting  delivery  commitments.  So 
jvas  not  hard  to  figure  out  that 
dahl  was  not  going  to  make  the 
it  The  Street  expected. 
Vith  that  kind  of  influence 
aes  a  problem  for  the  Gartner 
mp.  As  it  has  grown  from 
!0,Q00  in  sales  in  1979  to  $8  mil- 
i  this  year,  Gartner's  customer 
has  shifted  from  Wall  Street  to 
ustrial  companies,  including 
jrly  every  major  computer  com- 
y.  This  leaves  Gartner  in  the 
asionally  awkward  position  of 
iing  pessimistic  reports  for  com- 
ies  that  are  major  customers  of 
service.  Amdahl  was  a  case  in 
it.  "Companies,"  says  Gideon 
tner,  "may  not  like  what  we  say, 
sophisticated  managements 
>w  that  businesses  have  their  ups 
downs."  Case  in  point  again: 
dahl.  It  is  having  an  excellent 
tin  1983.  ■ 
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Business  news  in  the  round. 


The  executives  who  run 
the  world's  20,000  largest 
corporations  were  asked  to 
name  their  most  reliable 
source  of  Business  News* 

The  result  may  surprise 
you,  but  it  won't  surprise 
American  readers  of  the 
Financial  Times. 


If  you  haven't  seen  the 
Financial  Times  recently, 
we'd  like  to  send  you  a 
sample  copy. 

Write  or  call: 
FT.  Publications,  Inc. 
75  Rockefeller  Plaza, 
New  York,  NY  10019 
(212)  489  8300 
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Tokyo  to  protest 

Miners     Chrysler     agaillSt  French 
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*  Survey: 
Annual 
Investment 
Files  1982 


Invest  in  the  Bond  Rind  that  earns 


HlGHYlELDS 
TAX-FREE 


Municipal  bond  rates  have  rarely 
compared  so  favorably  with 
taxable  yields,  and  the  T.  Rowe 
Price  Tax-Free  Income  Fund 
puts  these  high  returns  in  easy  reach.  The 
higher  your  tax  bracket,  the  better  our 
yield  looks. 

And,  unlike  investments  in  an  individual, 
long-term  municipal  bond,  you  have  the  addi- 
tional advantage  of  daily  access  to  your  money. 

You  also  enjoy  these  other  important 
advantages. 

•  No  sales  charge. 

•  No  penalty  for  early  withdrawal. 

•  Free  checkwriting  over  $500. 

•  Free  exchange  with  other  T.  Rowe 
Price  Funds. 

•  Minimum  investment  of  only  $1,000. 

Remember,  when  interest  rates  are  de- 
clining, longer  term  investments  such  as  our 
Tax-Free  Income  Fund,  enable  you  to  enjoy 
higher,  more  stable  income  than  money  mar- 
ket securities.  And,  even  though  the  Fund's 
share  price  will  vary  and  could  decline,  there 
is  also  an  opportunity  for  gain.  So,  if  you're 
a  high  bracket  investor  seeking  a  high,  rela- 


tively stable  level  of  tax-free  income,  consid- 
er the  T.  Rowe  Price  Tax-Free  Income  Fund. 
CALL  NOW 
TOLL  FREE  1-800-638-5660 
In  Baltimore  547-2308 

Yield  should  be  considered  together  with  changes 
in  share  price  —  both  will  fluctuate  as  market 
conditions  change.  Income  may  be  subject  to  state 
and  local  taxes. 

I  1 

T  Rowe  Price 

T.  Rowe  Price  Marketing,  Inc.  Dept.86B 
100  E.  Pratt  St.,  Baltimore,  MD  21202 

Please  send  me  a  prospectus  on  your  Tax- 
Free  Income  Fund  with  more  complete  in- 
formation, including  management  fee  and 
other  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest. 

Name  


Address  _ 
City  


|  Statu . 


.  Zip_ 
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The  opportunity  to  kill  inflation  and  re- 
store moderate  rates  was  botched.  From 
now  on,  they  will  be  rising  again. 

TURMOIL  AHEAD 


By  Ashby  Bladen 


The  next  two  and  a  half  years  will 
bring  rising  inflation  and  interest 
rates  and  a  good  deal  of  financial 
turmoil.  The  best  way  for  institu- 
tional investors  to  cope  is  by  staying 
liquid  and  protecting  their  financial 
reputations  at  all  costs.  Those  are 
the  main  conclusions  1  reached  in 
the  forecast  that  kicks  off  my  com- 
pany's annual  planning  process. 
And  my  scriptural  injunction  to  in- 
dividual investors  is:  Go  thou  and 
do  likewise. 

Why  am  I  so  sure  that  the  precipi- 
tous drop  in  inflation  and  interest 
rates  is  over  and  that  they  have  be- 
gun another  long  climb  upward;  Be- 
cause I  see  our  national  policy- 
makers repeating  their  mistakes — 
the  same  mistakes  they  have  made 
over  the  last  several  decades. 

Ever  since  the  1930s,  official  poli- 
cy has  aimed  at  preventing  a  recur- 
rence of  deflation,  but  it  has  also 
mistaken  the  most  obvious  symp- 
tom of  financial  disorder  for  the  un- 
derlying cause.  It  considers  the 
problem  simply  to  be  the  inability 
of  overextended  debtors  to  refi- 
nance their  debts. 

That's  backward.  The  real  prob- 
lem is  the  excessive  borrowings 
that  made  refinancing  necessary. 
After  two  decades  in  which  borrow- 


Asbby  Blac/en  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis 


ing  in  order  to  buy  inflation  hedges 
has  usually  paid  off  and  only  the 
most  recklessly  enthusiastic  hedg- 
ers  have  been  seriously  hurt,  the 
only  way  to  restore  price  stability  is 
through  a  financial  crisis  that  scares 
everybody  back  into  lasting  pru- 
dence with  respect  to  borrowing 
and  spending.  But  again  and  again 
the  Fed  goes  to  the  brink  and  then 
pulls  back. 

Every  time  the  Fed  pushes  the 
market  to  the  brink  of  this  situation 
and  then  backs  off,  the  severity  of 
the  crisis  that  would  be  required  to 
reestablish  its  credibility  rises  ex- 
ponentially. I  believe  that  in  1966 
just  a  few  more  weeks  of  slumping 
bond  prices  would  have  done  the 
trick.  But  the  Fed  panicked  first  and 
flooded  the  market  with  borrowablc 
reserves. 

Its  nerve  held  out  longer  in  1970 
and  again  four  years  later,  but  each 
time  it  eventually  caved  in.  And 
each  time  the  market's  confidence 
that  it  would  not  be  pushed  over  the 
brink  to  the  financial  crisis  was  re- 
inforced. After  a  good  bit  of  this, 
gambling  on  renewed  inflation  be- 
came not  a  gamble  but  virtually  a 
sine  thing. 

Until  last  fall  it  was  reasonable  to 
hope  that  our  financial  policy- 
makers would  not  make  the  same 
mistake  four  times  running.  If  they 
had  not,  then  the  combination  of 
the  worst  recession  in  the  postwar 
era,  unprecedentedly  high  interest 
rates  and  a  record  number  of  person- 
al and  corporate  bankruptcies, 
would  finally  have  broken  the  infla- 
tionary fever.  That,  in  turn,  would 
have  tended  to  restore  the  kind  of 
moderate  interest  rates  that  are 
compatible  with  stable  and  sustain- 
able prosperity. 

Unfortunately,  the  policymakers 
did  make  those  mistakes  all  over 
again.  By  now  it  has  become  obvi- 


ous that  all  the  pain  and  suffering 
that  the  recession  caused  have  gone 
for  naught.  The  Fed  has  hackee) 
away  again.  Should  the  Fed  ever  tA 
to  reestablish  its  credibility,  n 
would  take  years  of  stringency  to 
convince  the  market  that  this  timu 
it  really  meant  business.  Mean- 
while, the  federal  government  is 
setting  the  rest  of  us  a  particularly 
horrible  example  by  borrowing  ant) 
spending  at  a  record  rate. 

Thus  official  financial  policies  irl 
the  U.S.  are  at  least  as  inflationary! 
as  they  have  ever  been.  The  nexl 
question  is  whether  they  will  leac 
to  new  peaks  in  both  inflation  anc 
interest  rates  in  the  near  future.  Ol 
that  I  am  not  sure.  Something  nevv 
has  entered  the  picture  and  that  i: 
why,  for  the  time  being,  I  am  pre 
dieting  turmoil  rather  than  the  cerJ 
tainty  of  hyperinflation. 

The  new  factor  is  this:  Our  inter 
est  rates  are  already  high  enough  tc 
be  attractive  to  foreigners.  The  con-) 
sequent  demand  for  dollars  for  lend 
ing  here  has  pushed  the  foreign  ex 
change  value  of  the  dollar  so  high 
that  our  exports  are  very  expensive 
abroad  and  imports  arc  cheap  in  this 
country.  Most  Americans  under- 
stand that  the  overvaluation  of  the 
dollar  is  causing  unemployment 
and  holding  back  the  economic  re 
covery,  but  they  do  not  see  so  clean 
ly  that  it  is  also  the  main  reason  oui 
inflation  rate  is  so  low. 

I  do  expect  the  dollar  to  weaken 
somewhat,  but  it  will  not  be  by 
enough  to  permit  either  a  robust 
recovery  or  a  serious  resurgence  ol 
inflation.  However,  after  1984,  an 
other  Administration  may  attempt 
to  speed  the  economic  expansion  by 
driving  down  the  dollar,  as  Roosc 
velt  and  Morgenthau  did  in  1934; 
That  would  send  inflation  and  in- 
terest rates  through  the  roof.  Fot 
now,  however,  I  look  for  a  strong 
dollar  to  weaken  both  recovery  anc 
inflation — a  mixed  blessing. 

Barring  such  an  abrupt  about-face 
of  policy,  my  best  guess  is  that  the 
Consumer  Price  Index  will  rise  5% 
this  year,  8%  in  1984  and  10%  in 
1985.  That  should  produce  yields  oil 
long-term  U.S.  government  bonds 
averaging  11%  this  year,  12%  next 
year  and  14%  or  more  in  1985.  II 
these  guesses  turn  out  to  be  wrong,  1 
suspect  that  they  will  err  on  the  low 
side.  Reason  enough  to  maintain  a 
high  degree  of  liquidity.  ■ 
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By  Stanley  W.  Angrist 


\  new  computer  study  gives  spread  trad- 
ers a  tool  none  should  be  without. 


A  SPREADER'S 
BIBLE 


cycles  in  commodity  prices,  as  well 
as  seasonal  price  movements.  Not 
unexpectedly,  he  sought  out  the 
seasonal  movements  in  spread 
prices.  He  has  then  taken  as  much 
information  as  is  available  and  pro- 
duced a  single  line  chart  that  re- 
flects the  composite  movement  of 
each  spread  studied. 

The  vertical  scale  is  an  index  of 
what  the  spread  has  done  and  pro- 
vides some  indication  of  the  likely 
extent  of  the  move,  though  it  does 
not  provide  the  means  to  gauge  the 
dollar  profit  of  a  given  trade.  The 
reason  for  this  is  that  the  data  have 
been  normalized  to  reduce  the  ef- 
fect that  one  or  two  outstanding 
good  or  bad  years  would  have  on  the 
results  of  a  spread. 

The  second  feature  of  each  spread 
chart  is  a  percentage  reliability 
number  that  quantifies  the  likeli- 
hood of  the  spread's  widening  for 
that  week,  based  on  what  it  has 
done  historically.  This  is  done  by 
means  of  two  sets  of  numbers  along 
the  bottom  of  each  chart. 

The  bottom  set  of  numbers  indi- 
cates the  weeks  remaining  before 
the  nearest  contract  matures.  The 
top  set  of  numbers  gives  the  season- 
al probability  for  the  spread's  wid- 
ening in  that  week.  Therefore,  it  is 
easy  to  pick  out  those  time  periods 
when  the  probability  numbers  are 
large  and  there  is  thus  a  high  prob- 
ability that  the  spread  will  widen. 
Or  conversely,  if  one  is  considering 
a  bear  spread,  one  would  look  for 
periods  when  the  probabilities  are 
small  that  the  spread  will  widen, 
which  is  another  way  of  saying  the 
probability  is  high  that  the  spread 
will  narrow. 

Let's  consider  the  example 
shown  in  the  chart.  The  spread  is 
October  versus  December  cotton. 
The  chart  shows  that  historically, 
during  the  last  19  weeks  of  the 


Recently  Jake  Bernstein,  a  longtime 
tiller  in  the  commodity  vineyards, 
completed  a  massive  computer 
|;tudy  of  over  300  possible  spread- 
pade  combinations.  The  result  of 

he  study  is  a  complete  collection  of 
j;harts.  More  important,  it  provides 

i  computation  of  the  probability  of 
jaiccess  for  each  week  the  spread 
j,vas  operative.  Furthermore,  his 
work  estimated  the  risk  and  reward 
possibilities  of  each  trade  and  spe- 
cifically identified  how  many  years' 

lata  went  into  each  spread  studied. 
-  Now  Bernstein's  study  has  been 
published  as  How  to  Profit  from  Sea- 
sonal Commodity  Spreads  (John  Wiley 
p*.  Sons,  New  York).  The  book  is 
jilso  available  from  MBH  Commod- 

ty  Advisors,  P.O.  Box  353,  Win- 
iietka,  111.  60093.  At  $60— less  than 
li  round-turn  commission  on  most 
spread  trades — the  book  has  to  be 
i:he  biggest  bargain  available  to 
ppread  traders  today. 

The  book  is  not  written  for  people 
Lvho  have  never  traded  commod- 
ities. (That  is,  it  presumes  a  certain 
j  amiliarity  with  the  terms  used  to 
talace  orders  and  the  like.)  But  it 
jioes  provide  a  set  of  rules  for  spread 
|:raders  similar  to  the  ones  that  have 
run  in  this  column  on  a  number  of 
pccasions. 

Bernstein  is  a  devoted  student  of 

Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  obserrer  of  the 
commodity  markets. 


October  contract's  life,  it  falls  in 
value  relative  to  December.  Indeed, 
in  15  of  those  19  weeks  the  prob- 
ability is  less  than  50%  that  the 
spread  will  widen.  Hence  it  is  a 
good  bet  that  the  spread  will  nar- 
row. Bernstein  says  that  history 
shows  that  this  spread  has  a  high 
degree  of  reliability  and  that  it  also 
has  a  high  degree  of  profit  and  risk 
associated  with  it. 

On  the  basis  of  history,  then,  one 
could  buy  December/sell  October 
cotton,  with  December  at  no  more 
than  a  100-point  premium.  I  would 
risk  no  more  than  100  points  on  the 
spread  ($500  per  spread)  from  my 
entry  point,  and  I  would  look  for  a 
300-point  profit  ($1,500  per  spread). 


Odds  on  favorite 


From  May  until  the  October 
contract  expires,  October  cotton 
has  a  tendency  to  weaken  rela- 
tive to  December.  The  seasonal 
probability  numbers  show  that 
the  odds  that  the  spread  will 
widen  are  low,  and  thus  smart 
traders  would  look  to  a  bear 
spread  in  cotton.  The  bottom 
row  tells  how  many  weeks  until 
the  nearest  contract  expires. 


Probability 

31  36  79  29  64  29  36  43  SO  36  54  46  25  29  43  43  21  86  36 


I  I  I  I  \  I  I  I  I  I  I  I  I  I  I  I  I  I 
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Source.  Jacob  Bernstein. 


The  margin  on  this  spread  is  around 
$750,  while  the  round-turn  com- 
mission is  about  $100. 

Is  Bernstein's  book  the  Holy  Grail 
that  will  produce  untold  riches  for 
all  who  follow  it?  Of  course  not. 
There  is  no  such  grail,  contrary  to 
what  you  might  receive  in  your 
mailbox.  The  book  does  offer  you  an 
opportunity  to  trade  with  the  per- 
centages in  your  favor.  It  is  naive  to 
expect  to  be  able  to  do  more.  ■ 
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The  Contrarian 


Those  who  sell  now  will  regret  it  later. 


RIDE  IT  OUT 


how  much  the  Dow  ran  up  before  a 
major  correction.  From  May  1924, 
for  example,  the  Dow  rose  almost 
80%  in  19  months  before  its  first 
significant  setback.  And  between 
1949  and  1952  the  market  moved  up 
75%,  with  corrections  of  about  10% 
along  the  way.  Finally,  some  of  the 
corrections  that  did  take  place  hap- 
pened in  almost  the  blink  of  an  eye. 
In  1953  the  Dow  dropped  13%  from 
January  to  September,  with  much  of 
the  drop  coming  in  August  and  early 
September.  That  didn't  give  inves- 


By  David  Dreman 


"Is  this  the  time  to  pull  the  plug  if 
you're  a  contrarian?"  The  question 
is  put  to  me  all  the  time  these  days, 
as  the  market  boils  ever  higher  and 
the  Dow  is  up  over  50% .  My  answer 
is  no.  It  is  not  time  to  take  profits 
and  run. 

Sure,  a  correction,  perhaps  a  sharp 
one,  might  be  directly  ahead,  if  it 
hasn't  already  started.  But  if  this  is 
really  a  bull  run — and  I've  written 
for  several  years  that  the  market  is 
badly  undervalued — it  will  prove 
costly  to  sell  now. 

Look  at  the  charts  on  this  page  of 
the  bull  markets  of  this  century. 
They  show,  first  of  all,  that  true  bull 
markets  are  few  and  far  between.  In 
fact,  there  have  been  only  two  major 
ones  since  1900.  Many  readers  have 
never  seen  one,  and  those  who  have 
must  go  back  almost  two  decades. 
But  when  one  occurs,  fasten  your 
safety  belt.  The  gains  are  enormous. 
Stocks  shot  up  fourfold  between 
1924  and  1929  and  sixfold  between 
1949  and  1965. 

This  being  so,  is  it  worth  the  risk 
of  missing  a  gain  of  possibly  100% 
or  more  to  try  and  pick  stocks  off 
10%  cheaper?  Not  unless  you're 
willing  to  take  on  a  risk-reward  ra- 
tio that  could  be  10-  to  20-to-l 
against  you.  The  charts  show  just 


David  Dreman  is  managing  director  of 
Dreman,  Cray  &  Embry,  Investment  Conn 
set,  New  York,  and  author  of  The  New 
Contrarian  Investment  Strategy. 
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picking  bottoms.  As  I  wrote  last  Au- 
gust just  prior  to  the  market's  explo- 
sion, "Granted  it's  a  tremendous  fen 
ego  trip  to  catch  a  market  bottom; 
the  chances  for  making  money  at  it, 
however,  are  not  really  much  better 
than  those  for  getting  profits  play- 
ing three-card  monte.  Bull  markets, 
as  past  experience  indicates,  seem 
to  come  out  of  nowhere,  and  at| 
times  when  people  are  heavily  cash 
laden,  waiting  for  the  next  hundred 
point  downswing." 

The  fact  is,  the  Dow  still  looks 
cheap.  At  the  beginning  of  the  rally 
last  August,  adjusted  for  inflation  it 
was  at  the  same  price  as  at  the  end 
of  1932 — the  bottom  of  the  Great 
Depression.  Moreover,  corporations 
survived  the  troubled  Seventies  far 
better  than  most  people  would  have 
anticipated.  Pretax  profit  margins 
for  the  S&P's  400,  for  example,  were 
almost  the  same  as  they  were  in  the 
halcyon  Fifties,  while  return  on  eq- 
uity and  earnings  growth  were  sub- 
stantially higher.  Add  to  this  the 
disillusionment  by  millions  with 


Chasing  the  bull 


Bull  markets  are  hard  to  come  by,  as  these 
charts  demonstrate.  There  have  been  only 
two  major  ones  in  the  20th  century,  with 
minor  corrections  between  their  tops  and 
bottoms.  Since  picking  bottoms  is  some- 
thing less  than  an  exact  science,  my  sugges- 
tion is  that  you  not  try  to  answer  the  ques- 
tion posed  in  the  last  chart. 
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tors  much  time  to  move  from  fully 
invested,  to  cash  and  back  again. 
Anyone  who  tried  to  do  so  risked 
watching  from  the  sidelines  with  a 
bag  of  cash  while  the  market  dou- 
bled in  the  next  2Vi  years. 

In  markets  like  this,  I'm  con- 
vinced it's  far  more  dangerous  to  be 
out  than  in.  First  of  all,  the  record  of 
market  bottom  pickers  has  been 
anything  but  great — one  recent 
study  of  600  institutional  timers 
showed  only  6%  had  any  success  in 


investments  ranging  from  bank  de- 
posits and  bonds  to  precious  metals 
and  collectibles  (all  of  which  cre- 
ated an  instant  meltdown  of  capital 
in 'the  Seventies),  and  you  can  see 
why  stocks  might  prove  very  attrac- 
tive again. 

I  may  have  some  egg  on  my  face  if 
there  is  a  sharp  correction.  But,  even 
now,  buying  good-yielding,  strong, 
low  P/E  stocks  should  allow  me  to 
come  out  well  ahead  over  the  slight- 
ly longer  term.  ■ 
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'ejoice,  inflation  is  going  to  stay  down. 


\lut  dont  relax,  we  still  have  to  cope 

WILL  THE  REAL 
MANAGERS  STEP 
FORWARD? 


By  A.  Gary  Shilling 


Biflation  has  suddenly  almost  van- 
|hed  from  the  U.S.  economy.  Over- 
night, it  seems  an  era  has  ended,  the 
|a  when  managers  easily  passed  on 
peir  costs  and  customers  accepted 
|/er-rising  prices  as  a  fact  of  life. 
Uiflation's  abrupt  halt  is  a  welcome 
lit  mixed  blessing  for  many  com- 
|anies.  It  spells  the  end  of  the  mar- 
ijelous  game  of  watching  assets  in 
lie  ground,  such  as  oil,  rapidly  ap- 
preciate in  value.  It  kills  the  strate- 
w  of  owning  inventories  and  other 
ijhysical  assets  on  a  highly  lever- 
Ked  basis. 

I  What's  a  manager  to  do?  Tough  it 
kit  and  assume  inflation  will  come 
paring  back?  Or  acknowledge  that 
he  business  climate  has  undergone 
I  change  too  big  to  ignore?  It's  my 
jdew  that  he  or  she  had  better  do  the 
ptter  if  he  or  she  wants  to  survive. 

he  old  game's  over.  For  a  long  time 
h  come,  the  inflation  rate  may  stay 
[own  at  2%  or  3%.  That  calls  for  a 
fery  different  kind  of  business  be- 

avior  than  when  we  had  double- 
ligit-and-nsing  inflation. 

i  In  this  new  climate,  there's  no 
lore  postwar  catch-up  or  inflation 
p  cover  the  usual  multitude  of  cor- 
prate  sins.  Nor  is  borrowing  to  buy 
pore  assets  a  workable  plan.  Now 
t's  time  for  the  real  managers  to 


Gary  Shilling,  a  guest  columnist,  is  presi- 
'tit  of  A.  Gary  Shilling  &  Co.,  Inc.,  a  Neiv 
>rk  economic  consulting  f  irm  He  is  author 
'Is  Inflation  Ending? Are  You  Ready? 


step  forward.  They  need  a  new, 
tough-minded  strategy.  At  the  very 
least  the  new  tactics  involve  the 
following  elements: 

1 )  Ruthless  and  permanent  cost  con- 
trol. Low  inflation  means  that  costs 
cannot  be  easily  passed  on.  Manag- 
ers need  to  develop  long-range  cost 
control  programs.  For  example,  they 
should  not  simply  fire  people  while 
retaining  their  positions  on  the  or- 
ganization chart.  Instead,  they 
should  reorganize  or  combine  de- 
partments, eliminate  positions  and 
redraw  the  charts. 

2)  Volume  expansion.  Growth  in 
volume  is  a  key  to  growth  in  earn- 
ings. What  are  the  attractive  areas 
for  such  growth?  They  include  au- 
tos,  housing,  labor-saving  equip- 
ment, defense,  and  goods  and  ser- 
vices for  high-income  people,  such 
as  airlines  and  financial  services. 

3)  Adaptation  to  high  recti  interest 
rates.  High  real  rates  are  here  to  stay, 
along  with  a  narrower  spread  be- 
tween short-  and  long-term  rates. 
Investors  are  recouping  their  losses 
after  the  negative  real  interest  rates 
of  the  late  Seventies.  What's  more, 
the  Fed  isn't  likely  to  hold  down 
short-term  rates  to  promote  high 
growth  and  employment.  Thus 
managers  need  to  reduce  short-term 
borrowing  for  inventory  and  ac- 
counts receivable,  which  will  be 
much  more  costly  in  real  terms 
than  it  has  been  in  the  recent  past. 

4)  Emphasis  on  the  long  term.  Maxi- 
mize long-range  performance,  not 
short-term  profits  or  financial  ma- 
nipulation. It's  no  longer  "in"  to 
speculate  in  companies  as  if  they 
were  portfolios  of  financial  assets  to 
be  bought  and  sold  at  will.  Besides, 
the  strength  of  the  stock  market 
means  that  corporations  no  longer 
come  cheap.  Production  and  mar- 
keting people,  instead  of  financial 
wizards,  should  begin  to  dominate 
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again  in  the  executive  suites. 

5)  Avoidance  of  tangible  asset  plays. 
With  real  interest  rates  high  and 
appreciation  on  plant  sites,  inven- 
tories and  other  tangibles  low,  it 
doesn't  make  sense  to  buy  these 
assets  any  sooner  than  necessary. 

6)  Acceptance  of  deregulation.  Gov- 
ernment is  pulling  out  of  the  econo- 
my. Deregulation  will  continue, 
and  bailouts  by  Uncle  Sam  are  no 
more.  Once-protected  industries 
now  face  the  bracing  winds  of  com- 
petition. And  just  compare 
Chrysler's  bailout  under  President 
Carter  to  International  Harvester's 
more  recent  and  very  painful  self- 
liquidation. 

7)  Difficult  international  business 
conditions.  The  strong  dollar  should 
continue,  making  U.S.  exports  less 
competitive.  With  foreign  countries 
desperately  trying  to  reduce  unem- 
ployment, U.S.  companies  are  com- 
peting not  just  against  foreign  com- 
panies but  against  foreign  countries. 
In  some  cases,  it  may  be  best  to  shift 
assets  to  more  attractive  areas  of 
investment  where  foreign  competi- 
tion is  less  deadly. 

8)  Emphasis  on  financial  strength. 
It's  tempting  to  go  all  out  for  market 
share,  since  that's  often  the  key  to 
growth  and  profits.  In  an  uncertain 
world,  though,  financial  strength 
should  not  be  compromised.  This 
advice  might  seem  to  conflict  with 
my  recommendation  concerning 
volume  expansion.  The  point  is  that 
leverage  is  out.  Healthy  balance 
sheets  are  in. 

And,  finally,  don't  weep  for  the 
old  days.  Inflation  wasn't  all  that 
good  a  game  for  most  businesses 
anyhow.  Inflation  created  the  illu- 
sion of  steady  growth  in  sales  and 
earnings.  In  fact,  corporate  perfor- 
mance was  eroding  badly.  In  1965, 
for  example,  a  super  year  for  profits, 
the  aftertax  earnings  for  the  S&P's 
400  equaled  12.6%  of  equity.  By 
1979  the  numbers  looked  even  bet- 
ter— 16.5%.  After  adjusting  for  the 
effects  of  inflation,  including  inven- 
tory profits  and  depreciation,  how- 
ever, the  1979  ratio  was  -1.8%. 
Now  we  should  be  seeing  positive 
rates  of  return  again.  But  business 
people  will  have  to  earn  them.  I 
have  outlined  eight  winning  ele- 
ments they  might  adopt.  In  future 
columns,  I  will  show  specifically 
how  managers  can  make  these  ele- 
ments work  for  their  businesses.  ■ 
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who  is  somebody  in  business 
who  does  not  read 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


iThe  more  things  change.  .  . ." 
ij;ms  from  past  issues  of  Forbes 

ty  years  ago  in  Forbes 


h  the  issue  of  June  23,  1923) 


ormer  O'er/nan  ship  Vaterland  made 
utiden  U.S.  voyage  from  New  York  as 
eviathan  on  July  4,  1923 


y  do  I  feel  that  optimism  is  war- 
id  rather  than  pessimism?  Here 
(some  important  considerations: 
j  real  purchasing  power  of  Ameri- 
jworkers  is  today  the  greatest  ever 
Irienced  and  is  unlikely  to  dimin- 
jmaterially,  in  view  of  Washing- 
3  antagonism  to  immigration  law 
lges.  Reports  from  mail-order 
jses  and  others  catering  to  our  agri- 
lural  population  show  substantial- 
Increased  buying  during  recent 
jiths,  indicating  that  farmers  can- 
be  so  badly  off  as  sometimes  rep- 
inted.  The  position  of  our  banks 
never  sounder.  [The  railroads]  are 
l.he  strongest  financial  position 
'  have  enjoyed  in  a  decade." 

— Editor  B.C.  Forbes 

je  rich  simply  won't  hand  over  50 
ts  of  every  dollar  of  their  income  to 
federal  government  in  the  form  of 
jime  taxes.  Neither  would  you  nor  I 
le  were  in  their  place.  Since  both 
ral  and  state  governments  invite 
tens  to  buy  tax-exempt  securities, 
no  crime  to  do  so.  The  drop  in  the 
iber  of  persons  paying  the  federal 
I  m  incomes  of  $  1  million  a  year  and 
-ards  from  206  in  1916  to  21  in 


1921  reveals  how  widespread  has  be- 
come the  diversion  of  income  into 
securities  free  from  taxation." 

"The  relatively  strong  position  of 

public  utility  investments  has  not  as 
yet  been  generally  recognized  in  more 
official  quarters.  Thus  we  find  that  in 
those  eastern  states  where  laws  speci- 
fy the  types  of  bonds  which  shall  be 
legal  for  savings  banks,  very  little  rec- 
ognition is  given  public  utility  issues. 
Indeed,  in  some  states  railroad  bonds 
of  really  inferior  character  have  some- 
times been  made  'legal,'  whereas  pub- 
lic utility  issues  which  are  entitled  to 
the  highest  investment  rating  have 
been  ignored  entirely." — John  Moody, 
Moody's  Investors  Service 

"Judge  Gary  and  other  steel  leaders 
did  a  bad  day's  work  when  they  re- 
ported in  favor  of  continuing  the  12- 
hour  day  in  the  iron  and  steel  indus- 
try. Such  a  backward  attitude  is  not  in 
harmony  with  the  enlightened  stand 
now  taken  by  the  majority  of  busi- 
nessmen. .  .  .  The  12-hour  day  is  inde- 
fensible morally,  it  is  indefensible  do- 
mestically, it  is  indefensible  political- 
ly, it  is  indefensible  socially.  It  ought 
to  be  abolished." 

"The  extensive  art  gallery  of  German 
paper  money  will  shortly  be  enlarged 
by  two  notable  accessions.  The 
Reichsbank  is  arranging  to  print 
1,000,000-mark  notes  in  response  to 
popular  demand.  At  present  the  big- 
gest German  monetary  unit  in  circu- 
lation is  the  100,000-mark  note — 
about  $1.30." 

Fifty  years  ago 

(June  15,  1933) 

"At  the  present  time  the  [Dow  Jones] 
averages  have  penetrated  anywhere 
from  2  to  6  points  above  our  latest 
forecast  objectives,  as  prophesied  in 
the  last  two  issues.  .  .  .  We  still  hold 
that  an  abrupt  reaction  for  correcting 
a  rapid  advance  may  appear  at  any 
time,  but  we  also  feel  that  while  such 
a  reaction  may  be  extremely  sharp — 


perhaps  even  5  or  10  points  down  on 
the  averages  in  a  couple  of  days — it 
would  also  be  extremely  short." 

"The  net  result  of  the  Senate's  [securi- 
ties industry]  investigation,  notwith- 
standing that  [investigator  Ferdinand] 
Pecora  pursued  extremely  question- 
able tactics  in  seeking  to  excite  suspi- 
cion where  no  legitimate  grounds  for 
suspicion  existed,  should  be  salutary. 
There  is  no  adequate  reason  why  pri- 
vate bankers,  who  sell  securities  to  the 
public  and  in  other  ways  exercise  tre- 
mendous financial  power,  should  not 
be  subjected  to  governmental  supervi- 
sion and  control  as  are  other  banks." 

"More  than  130  trade  associations 

have  already  made  tentative  agree- 
ments for  increased  wages  and,  in 
many  cases,  shorter  hours  for  labor  as 
soon  as  business  is  somewhat  stabi- 
lized. These  coordinated  plans  will  be 
stirred  into  action  as  soon  as  Presi- 
dent Roosevelt  signs  the  Industrial 
Recovery  Bill.  Industrialists  who  have 
been  consulting  with  General  Hugh  S. 
Johnson,  administrator  of  the  pro- 
posed law,  believe  that  3  million  now 
unemployed  will  be  put  back  to  work 
by  Oct.  1." 

"A  federal  deficit  of  about  $1.7  billion 
is  indicated  for  the  year  ending  June 
30,  with  expenditures  reduced  by  $1 
billion  or  more  and  receipts  increased 
about  $100  million  as  compared  with 
the  previous  year.  The  public  debt  at 
the  end  of  May  was  $21.9  billion,  an 
increase  of  $2.8  billion  in  a  year." 

Twenty-five  years  ago 

(June  15.  1958) 

"Sales  of  transistors  this  year  may  top 
1957's  record  $70  million  by  a  good 
$30  million,  industry  sources  esti- 
mate. So  far  in  1958,  production  is  up 
88%,  reflecting  in  part  the  tremen- 
dous changes  the  tiny  devices  (which 
take  the  place,  in  far  less  space,  of 
vacuum  tubes)  are  making  in  elec- 
tronic circuitry." 


I  I  'nion 


Pacific  had  on  order  in  1933  this  air-conditioned,  streamlined  aluminum  train  capable  of  1 10-mile-anhour  speed 
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Man  really  knows  nothing 
save  what  he  has  learned 
hy  his  own  experience. 
Christoi'H  M.  Wielanu 


The  ultimate  goal  of  the 
educational  system  is  to 
shift  to  the  individual  the 
burden  of  pursuing  his 
own  education. 
John  Gakpner 


All  genuine  progress  results 
from  finding  new  facts. 
Wheeler  McMillen 


Who  supplies  another  with 
a  constructive  thought  has 
enriched  him  forever. 
Alfred  A.  Montapert 


The  whole  art  of  teaching 
is  only  the  art  of 
awakening  the  natural 
curiosity  of  young  minds. 
Anatole  France 


All  that  is  good  in  man 
lies  in  youthful  feeling 
and  mature  thought. 
Joseph  Joubert 


The  best  cure  for  a  sluggish 
mind  is  to  disturb  its  routine. 
William  H.  Danforth 


Intellectual  blemishes, 
like  facial  ones,  grow 
more  prominent  with  age. 
La  Rochefoucauld 


The  more  we  study,  the  more 
we  discover  our  ignorance. 
Percy  Bysshe  Shelley 


Education  is  an  admirable 
thing,  but  it  is  well  to 
remember  from  time  to  time 
that  nothing  that's  worth 
knowing  can  be  taught. 
Oscar  Wilde 


Thoughts 

on  the  Business  of  Life 


Vitally  important  for  a  young 
man  or  woman  is,  first,  to 
realize  the  value  of  education, 
and  then  to  cultivate  earnestly, 
aggressil  }ely,  ceaselessly, 
the  habit  of  self-education. 
u  ithout  fresh  supplies  of 
knowledge,  the  brain  will  not 
develop  healthily  and  vigorously 
any  more  than  the  body  can  be 
sustained  without  fresh  supplies 
of  food. 
B.C.  Forbes 


Reading  is  to  the  mind  what 
exercise  is  to  the  body. 
Richard  Steele 


The  richest  soil,  if 
uncultivated,  produces 
the  rankest  weeds. 
Plutarch 


The  man  who  never  alters 
his  opinion  is  like  standing 
water,  and  breeds  reptiles 
of  the  mind. 
William  Blake 


You  can  lead  a  boy  to  college, 
but  you  cannot  make  him  think. 
Elbert  Hubbard 


I  am  now  past  the  craggy 
paths  of  study,  and  come 
to  the  flowery  plains  of 
honor  and  reputation. 
Ben  Jonson 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Science  gives  us  knowledge, 
but  only  philosophy  can 
give  us  wisdom. 
Will  Durant 


There  is  nothing  so  stupid 
as  an  educated  man,  if  you 
get  him  off  the  thing  he 
was  educated  in. 
Will  Rogers 


We  have  an  infinite  amount 
to  learn  both  from  nature 
and  from  each  other. 
John  Glenn 


It  is  no  good  to  try  to 
stop  knowledge  from  going 
forward.  Ignorance  is  never 
better  than  knowledge. 
Enrico  Fermi 


Knowledge  without  wisdom 
is  a  load  of  books  on  the 
back  of  an  ass. 
Japanese  Proverb 


A  Text .  .  . 

Behold,  I  have  set  before 
thee  an  open  door,  and 
no  man  can  shut  it. 
Revelation  3:8 


Sent  in  by  Betty  L.  Chalfont,  Mt.  Prospect,, 
111  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of\ 
life  is  presented  to  senders  of  texts  used. 


It  is  the  studying  that  you 
do  after  your  school  days 
that  really  counts.  Otherwise, 
you  know  only  that  which 
everyone  else  knows. 
Henry  L.  Doherty 

T  42  V  # 


A  diploma  is  evidence  of 
our  competence.  Sometimes 
it's  the  only  evidence. 

CULLEN  HlGHTOWER 
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